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PrefaCe

In our search for a more equitable world, the Global Equity Ini-
tiative pursues scholarship and promotes policies that advance 
fairness in health, education, and economic opportunities world-
wide. The programs launched by the Initiative address concrete 
aspects of global equity, such as global health, primary educa-
tion, human capabilities, and human security. One cross-cutting 
thematic program focuses on global philanthropy and examines 
the way private giving can catalyze action for equity. 

In exploring the terrain of global philanthropy, the program 
increasingly became aware of the dynamism of diaspora commu-
nities in contributing to equitable development of their countries 
of origin. Thus, the program initially commissioned a series of 
papers on diaspora giving of the Chinese and Indian diaspora 
that eventually culminated in a conference and an edited volume. 
This Asian work was subsequently buttressed with studies of 
diaspora philanthropy in other regions—Mexico, the Caribbean, 
and Pakistan.1

By bringing together a series of papers on key issues and 
regional patterns of diaspora philanthropy around the world, 
this volume is a natural culmination of these earlier efforts. 

1. Diaspora Philanthropy and Equitable Development in China and India, edited by 
Lincoln Chen, Peter Geithner, and Paula Johnson (2005); New Patterns for Mexico: 
Observations on Remittances, Philanthropic Giving, and Equitable Development, ed-
ited by Barbara J. Merz (2006); and Portrait of a Giving Community: Philanthropy 
by the Pakistani-American Diaspora by Adil Najam (2006).
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Indeed, our aspiration is to provide, for the first time, a truly 
global perspective on the diversity, richness, and issues associ-
ated with what is clearly a growing philanthropic phenomenon 
in our globalizing world.

The papers together provide a special lens on the implica-
tions of diaspora philanthropy for equitable development. While 
diaspora giving is an important subset of global giving, it carries 
distinctive dimensions, especially the non-financial impacts of 
diaspora relationships with their home societies. This volume 
aimed to bring together diverse national patterns of diaspora 
giving to provide information for a more informed public dia-
logue on questions such as: How can the equity impact of this 
global giving be maximized? Might creative intermediary mecha-
nisms or public policies help channel diaspora philanthropy in 
positive directions? What can be done to promote trust in these 
mechanisms and to improve their transparency, accountability, 
and performance? Diasporas and Development aims to deepen the 
understanding of the promise and pitfalls of diaspora engage-
ment in their countries of origin and how this activity might help 
bridge the distances between societies in an unequal world. 

The chapters in this volume were presented in a conference 
organized by the Harvard Global Equity Initiative in May 2006 
(see participant list). The conference benefited from the enormous 
diversity of the over forty participants coming from major geo-
graphic regions with backgrounds in academia, policymaking, 
and philanthropic practice. The participants raised a number 
of significant questions about how to consider various forms of 
diaspora engagement and whether diasporas have an impact on 
equitable development in sending and receiving communities. 
These discussions have been further explored and expanded by 
the contributors to this volume.

We are grateful to the authors who joined us in this volume 
and shared their knowledge and talents. In addition, we would 
like to thank those who provided guidance to the Global Equity 
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Initiative’s Philanthropy Program on this project, including Ak-
wasi Aidoo, Barry Gaberman, Natalia Kanem, Sal LaSpada, and 
Adele Simmons. We are also deeply indebted to our present and 
past colleagues at Harvard who have provided intellectual fellow-
ship: Sudhir Anand, Sabina Alkire, Alex de Waal, Christina Doyle, 
Colleen Gross Ebinger, John Hammock, Piya Hanvoravongchai, 
Paula Johnson, Erin Judge, Peggy Levitt, Tony Saich, and Cynthia 
Sanborn. We would also like to thank Iris Tuomenoksa, Ginger 
Tanton, and Brian Na for helping to organize the conference, 
and we offer special thanks to Oona Patrick, who managed the 
copyediting and publication of this volume.

The Global Equity Initiative is grateful to sponsors of this 
work: the William and Flora Hewlett Foundation, the Rockefeller 
Foundation, the Ford Foundation, and the Canadian International 
Development Agency.

We have been privileged to work with so many dedicated 
scholars and practitioners to proactively address issues related 
to equitable development. We hope that this volume will be of 
use to those many new and inspired voices who will continue 
to carry this work forward.

BarBara J. MErz

LincoLn c. chEn

PEtEr F. GEithnEr

Cambridge, Mass.
October 2006 
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CHaPter 1

overview:
Diasporas and Development

barbara J. Merz
Lincoln C. Chen 

Peter f. Geithner
Colleen Gross ebinger

1

Our global era has spawned unprecedented transnational move-
ments across traditional political and geographic boundaries. 
Just as money, goods, information, and technologies are flowing 
rapidly across borders, so too are people driven by insecurity due 
to conflict and workers in search of jobs in expanding global labor 
markets. Human mobility is creating new transnational migrant 
communities that retain varying social, financial, and cultural 
linkages with their countries of origin. Increasingly, these com-
munities are sending financial resources back to their families and 
communities in the form of household remittances, commercial 
investments, and philanthropy. They are also sharing knowledge, 
skills, attitudes, and values learned or acquired abroad.

Diasporas and Development addresses one central question 
about diaspora flows: Is global equity an inevitable consequence 
of diaspora transfers or might these flows actually aggravate in-
equity? The volume examines the mostly positive, but sometimes 
negative, influences of diaspora engagement in the development 
of home countries. The individual chapters examine both phil-
anthropic policies and modalities of given global diaspora com-
munities as well as regional patterns of diaspora engagement.

Engagement of diaspora communities with their country 
of origin is of course not new. Recent developments, however, 
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have heightened interest in the links between diaspora and 
development. High rates of migration have important implica-
tions for economic development, labor markets, ethnic diversity, 
and social equity. Skilled migrants who move from low-income 
sending countries to wealthy receiving nations often, although 
not invariably, improve their life choices. In so doing, they may 
widen disparities between those who are fortunate enough to 
emigrate and those who are not. Those left behind may face 
heavier familial burdens, fragmented and imbalanced households, 
and an increasing dependence on cash transfers from abroad. 
Remittances may also provide a welfare safety net in receiving 
communities as well as provide for public goods such as basic 
education and health. Invested wisely, resources from abroad 
can in addition stimulate entrepreneurship and economic gains. 
This volume highlights these complex contrasts so as to provide 
an informed view on the impact of diaspora investments on 
equitable development.

ConCepts and definitions

At the outset, it is useful to clarify three terms that serve as 
touchstones for this volume: diaspora, philanthropy, and equitable 
development. None of these terms enjoys complete consensus in 
definition. Indeed, each concept is embedded in controversy and 
is linked to such contentious subjects as globalization, human 
identity, ethics and fairness, and collective responsibility. 

Diaspora
By diaspora we refer broadly to communities of individuals resid-
ing and working outside their country of origin. These individuals 
often maintain social, financial, and cultural connections to their 
country of origin usually mediated through family and friends in 
the homeland. The ancient Greek derivation of the word diaspora 
connotes a spreading or scattering of seeds. Historic diasporas 
were often forcibly expelled, although many modern diasporas 
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are formed by those who have elected to search for opportuni-
ties abroad. Diaspora communities have different origins. While 
some communities, for example, are born in exile, their historic 
lack of statehood does not necessarily exclude ties with countries 
of origin. Suzy Antounian points out that “the Armenian and 
Jewish diasporas predate the independence and founding of their 
countries as they exist today. Members of these diasporas may 
not even have visited Israel or Armenia. Yet, they often choose to 
support various causes and institutions that directly benefit these 
countries. For these diasporas the home countries are a symbol 
of national survival and the individual’s identification with them 
is both historical and political. Their motivation for giving is not 
the result of family needs, nor is it rooted in the geographic iden-
tification with a village or a region but stems from a broad desire 
to build a collective home and nation” (Antounian 2006).

Despite the similarity of challenges faced by diasporas in 
their host countries, individual diasporas differ in how they were 
created, how they define themselves, and how their diasporic 
identities are shaped. These factors influence the way members 
of a diaspora relate to each other, to the larger transnational com-
munity, and to their home country. They also affect the allocation 
of individual and collective philanthropic resources back to their 
country of origin. 

Philanthropy
We define philanthropy as private giving for public purposes. 
Under this definition, philanthropy is shaped by the motivation 
of the giver. Transfers to countries of origin may include goods 
and services, investments, and remittances, as well as intangible 
aspects such as knowledge, contacts, and values. These flows are 
not necessarily mutually exclusive nor collectively exhaustive. 
The spectrum of diaspora engagements described in this vol-
ume underscores the blurred boundaries among and between 
philanthropic giving, transfers to fulfill familial obligations, and 
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other forms of contributions in terms of time, money, or services. 
Sometimes philanthropic investments generate unintended 
consequences. For example, Mexican hometown associations 
donate funds for social projects that are matched by the Mexi-
can government. The public matching of hometown donations 
may increase political accountability and transparency for such 
projects. Some even argue that any form of engagement by the 
diaspora advances development whether through travel back to 
their country of origin, trade in goods and services with their 
homeland, telecommunications with friends and family who 
still reside there, or private investment in business ventures in 
home communities.

Equitable�Development
Equitable development is the expansion of human choice widely 
shared across members of a community or a nation. As such, 
equitable development is based on normative notions of fair-
ness in the distribution of opportunities for achieving human 
advancement. In the context of development, equity fosters a 
focus on those aspects of inequality that violate notions of fair-
ness. Examples of severe inequity include a child who does not 
have the opportunity to go to school, basic medical treatments 
that are withheld or unavailable, or court systems that are cor-
rupt or unaccountable. These challenges are disproportionately, 
though not exclusively, borne by the most vulnerable members 
of society. Equitable development, thus, includes the tackling 
of poverty by removing obstacles, such as illiteracy, ill health, 
lack of access to basic resources, or lack of civil and political 
freedoms. Indicators of equitable development are those that 
reflect the quality of people’s lives and human capabilities, such 
as adequate nourishment, a respectable standard of living, good 
health and longevity, opportunities to acquire individually and 
socially valuable knowledge, basic human rights protections, and 
the ability to participate meaningfully in community life.
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this Volume

Diasporas and Development is organized into two parts. The first 
half of the volume explores several key themes that relate to 
diaspora flows: What is the role of the state in supporting or 
regulating diaspora engagement? What is the role of financing 
and remittances in development? What are the risks—political, 
social, and cultural—of diaspora engagement? The second half 
of the volume examines patterns of diaspora giving in different 
world regions: Asia, Africa, the Caribbean, and Central America. 
These chapters address such key questions as: What are the 
patterns of diaspora philanthropy among the regions? In what 
ways are the patterns similar across regions? How do they differ? 
What are the trends within and across regions? By presenting 
empirical patterns of diaspora philanthropy on a broad global 
canvas, the chapters offer an unprecedented worldwide view of 
diaspora philanthropy. 

Thematic�Chapters
The three thematically oriented chapters offer the reader over-
arching frameworks for considering key policies and challenges 
raised by diaspora activity. These themes are revisited within 
specific contexts in the regional chapters that follow.

Role of the State
In his chapter, “Focusing on the State,” Mark Sidel underscores 
the importance of state regulations in governing diaspora phi-
lanthropy. The chapter opens a discussion of the many ways 
in which the current norms of diaspora giving largely bypass 
the state, with potential negative consequences on equity in the 
home country. Sidel argues that many states have been over-
generalized or stereotyped in their reactions to their diaspora 
populations. Better understanding the state’s nuanced role and 
reaction in each country is crucial to understanding diaspora 
impact on equity in the country of origin. He also warns us that  
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leaving the state out may increase inequity, since one of the pri-
mary responsibilities accorded to governments is reallocation of 
resources for equity. 

Some governments have only recently begun to grapple with 
the role they would like to see their diasporas play. Many are 
actively considering best approaches to channel diaspora inter-
est. Foreign direct investments (FDI) provide a natural window 
for diasporas to invest in the development of the private sector 
of their home countries. In some countries, like China, FDI is a 
particularly important feature and there is a long history of dias-
pora investment. Other countries are creating diaspora-specific 
investment opportunities and “one-stop-shopping” for making 
investment easier for interested diaspora members. Local con-
nections and networks within the country often give diaspora 
members a particular interest in funding business endeavors or 
supporting fledgling industries.

Financing
In their chapter, David de Ferranti and Anthony Ody ask: “What 
can remittances and other migrant flows do for equitable devel-
opment?” Given that migrants’ remittances now constitute one 
of the most important forms of financial transfer to developing 
countries—twice the size of official development assistance—it 
is important to explore how remittances affect equitable devel-
opment. They find that remittances often exacerbate inequity 
during the early years of migration since it is not the poorest 
that can afford to send a family member to emigrate. However, 
remittance flows may enhance equity over the long term through 
greater financial flows among a broader base of participants. 
Increased competition among financial institutions can expand 
the base of people who have access to financial services in the 
developing world, thereby decreasing inequity. Diaspora can and 
should play a role in ensuring these positive aspects of equitable 
development.
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Risks of Diaspora Engagement
Devesh Kapur turns the table on assumptions about the posi-
tive roles of the diaspora in equity in home countries. He urges 
caution regarding the “Janus face of diasporas” and the nega-
tive impact that ideologically extreme expatriates can have on 
democracy in both the country of origin and the larger world. 
He highlights some of the world’s largest criminal organizations 
and the diaspora groups that create or sustain them, arguing 
that diasporas in fact tend to be more extreme than their home 
country compatriots for two reasons. First, in the world’s most 
volatile regions, diasporas tend to be largely composed of the 
individuals who are most at odds with the current government, 
thus explaining much of their reason for living outside their 
homeland. Second, because they do not live with the day-to-day 
conflict or the constant struggle for survival, it is easier for them 
to discourage compromise and maintain a hard-line stance. 

It is particularly disturbing that some of these diaspora groups 
have created “charities” that mix philanthropic giving and relief 
efforts with violent movements. As funds given for aid purposes 
are siphoned off for militant uses, donors may unwittingly be-
come the financiers of criminal activity. Citing case studies of 
the Indian, Sri Lankan Tamil, and Pan-Islamic diasporas, Kapur 
questions the “unbridled euphoria” that has accompanied the rise 
of the “third sector” and the increase of diaspora engagement in 
and financial transfers to their countries of origin.

Regional�Perspectives
The four regionally oriented chapters highlight similarities and 
differences in diaspora activities among countries in Asia, Africa, 
the Caribbean, and Central America. In comparing diaspora ap-
proaches and strategies, context is a critical factor in determining 
effectiveness. What works in Mexico would not necessarily be 
applicable in China. Major differences may arise within as well as 
among countries. In focusing on similarities and differences, the 
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chapters are intended to facilitate comparisons across regions and 
offer for the first time a global view of diaspora philanthropy. 

Asia
In his chapter, Adil Najam tackles the incredible vastness and 
diversity that is Asia. The chapter focuses on four diaspora groups 
in the US: Chinese, Filipinos, Indians, and Pakistanis—posing 
questions about why these diasporas give, how they give, and 
what challenges they face in so doing. For example, most Asian 
diasporas evidence a strong desire to give to individuals rather 
than institutions, reflecting the importance of familial ties and low 
trust in governments and nongovernmental institutions. Najam 
finds that for diaspora communities, giving back to their coun-
tries of origin fulfills a desire for identity with their homelands. 
Furthermore, the major obstacles to giving are neither interest 
nor capability but limited mechanisms or modalities to facilitate 
safe and effective diaspora transfers. Although these lessons are 
derived from the Asian experience, Najam argues that they are 
likely to be broadly applicable to our general understanding of 
diaspora engagements and their philanthropic practices.

Africa
Mojúbàolú Olúfúnké Okome, in her chapter on “African Dias-
poras,” reminds us that Africa is experiencing a development 
crisis where diaspora engagement is woefully inadequate to meet 
Africa’s needs. Private giving to Africa has not been enough, and 
certainly will not be enough, to lift the continent out of poverty. 
Deep structural barriers continue to plague African economic 
development. Migration has become a survival strategy for many 
Africans, giving rise to diaspora communities throughout the 
world. These diasporas share communal obligations to their 
families in Africa. Obligations are fulfilled through individual 
remittances, in-kind transfers, and traditions like the group 
savings pot, a concept used for community projects both in Af-
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rica and by the diaspora. However, Okome cautions, whatever 
good is engendered through diaspora engagement should only 
be considered an adjunct to significant and sustained state ef-
forts to combat the poverty and marginalization of the African 
continent.

Caribbean
Caribbean nations have among the highest proportion of diaspora 
populations relative to their home population. Because of their 
size and the proximity between sending and receiving countries, 
diaspora groups in the Caribbean tend to be actively engaged 
with their home country. In this chapter, Barbara Merz highlights 
survey findings from diaspora groups from Guyana, Haiti, and 
Jamaica. These findings point to the gap between stated devel-
opment priorities and diaspora contributions. She argues that, 
because diaspora giving is often based on personal preference, 
it is crucial to clarify local priorities before promoting greater 
diaspora involvement. In other words, local priorities, partici-
pation, and accountability should be incorporated into projects 
financed by the diaspora. However, diaspora members report 
that the greatest obstacle to larger contributions is their distrust 
of local government. Diaspora members also face resistance from 
those in the country of origin who view diaspora activity as a 
threat to their power. Diaspora engagement in the Caribbean is 
largely driven by community and familial attachments. There-
fore, divisions and inequalities inherent to socio-economic status 
within the home country may be perpetuated through diaspora 
contributions. These realities pose challenges for development 
agencies that aim to expand opportunities in the most vulnerable 
populations throughout the Caribbean. 

Central America
Hometown associations are models of engagement prevalent 
in Central American diaspora communities. Manuel Orozco 
describes these relatively informal, volunteer-based groups. He 



Merz,�Chen,�Geithner,�and�Gross�Ebinger10

notes that Central American hometown association participants 
tend to be heavily involved with their families both in the US and 
abroad. This dual-community orientation is reflected in the way 
in which fundraising for development projects back home often 
comes from community events that celebrate shared culture like 
traditional dances, pageants, or festivals. Central American home-
town associations are organized to work in specific geographic 
areas. Some associations choose to work with government, while 
others find it unproductive to engage the state. Most partner at 
least with other organizations, groups, or coalitions in the home 
country. Orozco notes that diaspora remittances are, at the most 
basic level, foreign savings that interact with the structure of 
the local economy—with net positive or negative impact. Un-
derstanding the vulnerability of the local economy is required 
if diasporas are to support long-term equitable development of 
their hometowns.

issues and Challenges

The policy and regional chapters in this volume highlight many 
issues associated with diaspora and equitable development. Dur-
ing the Harvard conference where these chapter papers were 
presented and discussed, many issues arose. Conceptual clarity 
and definitions emerged. So did many positive and negative ex-
amples of diaspora philanthropy for equitable development. The 
conference also highlighted such issues as the role of remittances, 
diaspora and migration, and gender and the diaspora.

One of the key themes of the conference related to the role 
of remittances, the largest category of diaspora transfers. World 
Bank estimates for worldwide remittance flows exceed $232 billion 
in 2005 with $167 billion flowing to developing countries. These 
estimates do not incorporate unrecorded flows, which are believed 
to be at least 50 percent higher than recorded flows. Even without 
counting unofficial flows, remittances are now more than twice 
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the level of development aid from all sources and comparable to 
the level of foreign direct investment. The top three remittance 
receiving nations are India, China, and Mexico. Rich countries 
are the main source of remittances with the United States as the 
largest source, followed by Saudi Arabia and Switzerland. 

Remittances are defined as private resources earned by 
migrants and sent predominantly to relatives for private con-
sumption in their country of origin. These are not public funds; 
they belong to the migrants who worked to earn them or to the 
family members to whom they are sent. Because they are money 
transfers within families, remittances are not usually considered 
philanthropy nor should they be counted as international aid. 
Nevertheless, they may have positive public externalities. Re-
mittances can buttress a country’s foreign exchange reserves, 
improve its creditworthiness, enhance access to international 
capital, and thus reduce poverty as demonstrated in several low-
income countries (Ratha 2005).

While many institutional stakeholders—governments, mul-
tilateral agencies, and businesses alike—have a stated interest 
in the growing phenomenon of remittances, far less attention is 
being paid to whether and how the non-monetary contributions 
of diaspora might impact development. In the areas of health 
and education, diaspora leaders have established professional 
organizations such as the New York Association of Jamaican 
Physicians and the Guyanese Legal Society of the UK to share 
information, best-practices, professional advances, and skills with 
their colleagues in their countries of origin. Other examples of 
non-monetary contributions can be found in governance, the arts, 
and culture. At the same time, some in-country leaders report 
that they are uneasy about the diaspora coming home bearing 
“gifts.” The receptivity to non-monetary diaspora interventions 
varies and should be balanced by the strength and health of local 
government to meet citizen needs.
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Diasporas�and�Migration
A book about diasporas and development would be incomplete 
without a discussion of their relationship to migration policies 
and practices. Three trends are strongly influencing both immi-
gration policy in receiving nations, as well as migrants’ ongoing 
relationship with their countries of origin. These are: the brain 
drain that often results as well-educated citizens of developing 
countries leave for higher paying jobs in wealthy nations; the 
increased scrutiny of financial flows in the wake of the Septem-
ber 11, 2001, terrorist attacks in the United States; and deepening 
concern about the perceived intrusion of foreign cultures and 
values in home countries. 

The rate of migration has increased in recent years, espe-
cially the migration of better-educated citizens from developing 
countries to wealthier developed nations. Approximately 30 to 50 
percent of science and technology professionals from the develop-
ing world are now living in industrialized countries (Meyer and 
Brown 1999). A recent World Bank report, “International Migra-
tion, Remittances, and the Brain Drain,” finds that, while bigger 
countries experience larger absolute numbers of out-migration, 
small countries tend to feel the effect more acutely due to loss of 
a higher percentage of better-educated migrants: “The [skilled] 
emigration rate exceeds 80 percent in nations such as Guyana, 
Jamaica, Haiti, Grenada, and St. Vincent and the Grenadines . . . 
and exceeds 50 percent in five African countries—Cape Verde, 
The Gambia, Mauritius, the Seychelles, and Sierra Leone” (World 
Bank 2006). Central America, the Caribbean, and Africa see higher 
percentages of their skilled workers leave than any other regions 
in the world (see Orozco, Merz, and Okome chapters).

Particularly worrisome, most of the countries experienc-
ing this brain drain are among the poorest in the world with a 
desperate need for health workers, teachers, lawyers, and other 
professionals at home. This is particularly true in Africa, where 
the exploding AIDS epidemic, combined with the shortage of 
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health workers as many leave for better paying jobs in devel-
oped countries, has had devastating and fatal consequences on 
much of the population. Only 1.3 percent of the world’s health 
practitioners live in sub-Saharan Africa, despite its carrying 25 
percent of the world’s burden of disease (World Health Organiza-
tion 2004). It is estimated that 20,000 health workers leave Africa 
annually (Stillwell 2004). Country leaders may exacerbate this 
problem by encouraging migration and diaspora relations in the 
hopes of gaining stronger remittance income from those who 
leave. Mexican President Vicente Fox, for example, frequently 
insists that “undocumented immigrants [are] heroes whose self-
sacrifice and hard work in the United States produce cash that 
sustain entire communities in Mexico” (Dellios 2006). While this 
may be true, there is a danger that this increased dependence on 
“heroes” abroad could make the government complacent in its 
own responsibilities to its citizens.

Another factor in contemporary migration are new patterns 
and barriers to international philanthropic donations from cer-
tain communities to certain countries. After the September 11, 
2001, terrorist attacks, the United States passed the US Patriot Act 
and the Treasury Department released “Anti-Terrorist Financing 
Guidelines: Voluntary Best Practices for US-Based Charities.” Both 
sought stricter accountability for international charitable giving 
and monetary transfers, but the language was vague and cre-
ated ambiguity about what exactly was expected of international 
organizations. Soon, 209 of the world’s 219 countries followed 
suit, “express[ing] support in the war on terrorist financing—173 
nations have implemented orders to freeze terrorist assets, more 
than 100 countries have introduced new legislation to fight ter-
rorist financing, and 84 countries have established Financial In-
telligence Units to share information” (US Treasury Department 
2003). Further, UN Security Council Resolutions 1372 and 1390 
“compel action by member states to combat terrorist financing.” 
Thus far, anti-terrorist guidelines do not appear to have had a 
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strong negative impact on international giving. In fact, the total 
value of such transactions has increased, from $4.2 billion in 2001 
to $4.6 billion in 2002 to $5.3 billion in 2003 (AAFRC 2003 and 
2004). However, there is anecdotal evidence that these regulations 
have chilled giving by particular segments of the international 
grant making community, “particularly US-based Muslim Ameri-
can and Arab American charities” (Baron 2005). In Adil Najam’s 
chapter, he discusses this new climate of fear through the lens 
of the Pakistani-American diaspora.

As terrorism often breeds in regions wracked by poverty 
and lack of opportunity, accessible mechanisms for funding 
charitable organizations and development initiatives in these 
areas seem increasingly critical. Yet, as Devesh Kapur discusses 
in his chapter, there is real reason to be concerned about the 
negative and extremist influences diasporas sometimes have on 
their countries of origin. He cites examples of funding directed 
toward groups such as the Irish IRA and the Sri Lankan Tamil 
Tigers, as well as extremist Hindu and Islamist groups, such as 
Hamas and Hezbollah.

Finally, many countries are heatedly debating their immigra-
tion policies. As new immigrants change the racial, cultural, and 
religious face of the countries they enter, host nations struggle 
to define their collective identity. In the United States, the large 
number of undocumented Latino immigrants has infuriated some, 
as have claims that this wave of immigrants is not assimilating 
like previous immigrant groups. The influx of Latinos has proven 
a unique case in US immigration history due to the geographic 
proximity of their countries of origin and the cyclical and circular 
nature of migration patterns. Many come with the intention of 
staying just long enough to save up the money to fulfill a goal 
back in their home country. These intentions to return reduce 
the incentive to assimilate and learn English, yet many such im-
migrants stay longer than they originally planned. 
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In Europe, concern over the intrusion of foreign values and 
cultures is even more heated. In France, multiple generations of 
Muslim immigrants have long felt alienated from mainstream 
culture. Manifestations of this tension include the debates over 
headscarves in French schools and riots on the outskirts of Paris. 
Turkish immigrants have similarly felt excluded from German 
society. Only since 2000 has Germany changed its traditional citi-
zenship laws based on descent (jus sanguinis) to permit citizenship 
based on birth (jus soli) and to grant citizenship to the children 
of long-term residents who are not ethnically German (German 
Embassy 2006). Previously, guest workers who had been living 
and working in the country for up to forty years had claim to few 
rights. Still, many native Germans are concerned about the lack 
of assimilation of their Turkish countrymen and are particularly 
outraged by the forty-five “honor killings” that police say have 
been carried out over the last eight years (Furlong 2005). Ger-
mans point to this as evidence that multiculturalism—allowing 
immigrants and natives to live by different rules and values—is 
unacceptable.

Unease with Muslim immigration has been especially strong 
in the Netherlands after the 2004 stabbing of filmmaker Theo 
Van Gogh in broad daylight in a busy part of town by a Moroc-
can-Dutch Islamic extremist. Pinned to Van Gogh’s chest was a 
death threat against Ayaan Hirsi Ali, producer of the controversial 
documentary Submission, which Van Gogh filmed. A then-Mem-
ber of the Dutch Parliament and a Somali-born Muslim atheist, 
Hirsi Ali has been an outspoken critic of Islam and its treatment 
of women. She is a compelling example of the culture clash that 
can arise within diaspora groups, particularly around issues of 
gender, between those who change and adapt to their new country 
and those who want to maintain the home country’s traditions. 
As these culture and identity debates continue, it is clear that 
immigrants themselves are far from guaranteed an easy life in 
their new country.
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Gender�and�Diasporas
Women in the diaspora may have unparalleled opportunity to 
influence gender norms in their home countries, a key lever for 
equitable development. Development scholars have long cited 
the important role of women, not only for the benefit of women 
themselves but for the well-being of the entire family and com-
munity. Women’s empowerment within the family, particularly 
through education and literacy, tends to significantly reduce child 
mortality (Sen 1999). Nevertheless, in many countries, women are 
disproportionately denied education and economic opportuni-
ties. Thus, they often perform work that is underappreciated and 
underpaid, earning on average 20–30 percent less than men in 
developing countries (International Labour Organization 2004), 
despite working an estimated 30 percent more hours (Association 
for Women’s Rights in Development 2004).

Seeking better opportunities abroad, women are migrating 
at increasing rates. Fifty-five percent of immigrants to the United 
States in 2000 were female (US Immigration and Naturalization 
Service 2000). In 1990, 30–45 percent of Mexican immigrants, 
the United States’ largest immigrant group, were women, yet 
76 percent had less than a high school education (US Census 
Bureau 1990). The challenges they face are many. The 2002 US 
Census found 31 percent of female-migrant–headed households 
are poor, compared with 15 percent of households headed by 
male migrants. Domestic abuse is particularly high among im-
migrant women, because they are often dependent upon their 
partner not only economically, but also for their ability to remain 
in the country. About half of Latina immigrants reported that 
domestic violence against them had increased since coming to 
the United States (Dutton, Orloff, and Aguilar Hass 2000). Women 
who marry citizens often derive their legal permission to live and 
work in the country through their husband, who might use this 
knowledge to control or wield power over them. Legal residents 
who are abusive to their undocumented wives or partners often 
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threaten to report them to authorities if they complain about 
their abuse.

Still, despite the many risks confronting female migrants, 
these women often have access to greater opportunity in their 
host country due to the host country’s more liberal views about 
women or from greater economic independence. Many women 
are remitting substantial sums of money to their home country 
economies. In Sri Lanka, women contributed more than 62 percent 
of the total of the $1 billion in private remittances (International 
Organization on Migration 2003). Women now make up 47 percent 
of migrants within Africa (Baruah 2006) and over 70 percent of 
migrants from Southeast Asia, mainly working temporarily in 
Japan, Hong Kong, or Singapore (Orozco 2006). A study of migrant 
remittances in South Africa concluded that “employed migrant 
men are 25 percent less likely than employed migrant women to 
remit” (Martin 2004:7). Beyond remittances, the larger influence of 
migration is likely to manifest itself in attitudinal changes about 
women and the level of opportunity and empowerment women 
achieve in both their home and host countries.

The effect of migration on women left at home is mixed. A 
study of women in Brazil whose husbands had migrated found 
no improvement in their social status, “even though they were 
de facto heads of household. Their domestic activities increased 
relative to the wives of non-migrating men and the psychologi-
cal stress of the separation was significant” (Martin 2004:15). Yet 
studies in South Asia and Southeast Asia find that “while left-
behind families encounter difficulties and adjustments, on the 
whole, families are coping well” (Asis 2004:11). In countries 
where women have limited freedom, male migration has, in 
some instances, allowed them to become more powerful play-
ers, with greater control and responsibility over finances and 
household decisions. In some towns, where males still migrate 
at much higher rates than females, the number of women tak-
ing on leadership positions in town governance has increased 
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(Kakad 2006). When women migrate, however, men are not as 
likely to take over traditionally female household responsibilities. 
These duties instead fall to other women in the household, thus 
increasing their workload without a corresponding increase in 
freedom or control (Asis 2004:12).

the Way ahead

The papers in this volume constitute a pioneering effort to bring 
together studies on the patterns and challenges in diaspora giv-
ing for equity in the major world regions. While selective and 
incomplete, the studies as a whole show that the global pattern 
of diaspora flows demonstrates enormous diversity with many 
diaspora communities engaged in many ways with their home 
countries—each shaped by history, time, and context. Given ac-
celeration of international migration and transnational financial 
flows, diaspora giving may be expected to continue to grow as a 
significant social phenomenon in the years ahead.

A major theme echoed in this volume is that diaspora giving 
involves more than money. While financing can flow as family 
remittances, commercial investments, and social philanthropy, 
non-material flows of knowledge, connections, attitudes, and 
values also matter greatly. The equity impact of these diverse 
flows is complex, subtle, and difficult to fully explicate. It seems 
reasonable to assume that most flows exert positive equity effects 
in home countries, but there are many examples of negative and 
unintended consequences. Each of the flows should be consid-
ered in their specific temporal, cultural, and national contexts, 
avoiding over-generalizations. Case examples illustrate the full 
range of impact of diaspora flows—from safety net, poverty 
alleviation, and basic services to commercialism, elitism, and 
political intrusion.

Ultimately, the papers in the volume also demonstrate that 
global diaspora philanthropy can be a legitimate field of academic 
study as well as a vibrant field of professional practice. Because 
it is linked to so many intellectual fields—migration, economic 
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development, cultural adaptation—diaspora philanthropy of-
fers a window to advance understanding across a broad range 
of related fields. Because diaspora financing passes through 
many modalities and intermediaries for many different philan-
thropic purposes, with such diverse consequences, the field of 
diaspora philanthropy also engages professionalism in policies 
and practices. Our hope is that this volume, however modestly, 
will contribute to the growing field of diaspora philanthropy in 
the academy and in the professions. 
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CHaPter 2

focusing on the state:
Government responses to Diaspora Giving 

and implications for equity

Mark sidel

Numerous efforts over the past decade have begun the process of 
mapping the new world of diaspora philanthropy, which we gen-
erally define as giving back by ethnic communities living abroad 
for social or public purposes in their countries of origin. In most 
cases these studies focused on the activities of the donors and, to 
some degree, their developing intermediaries. They explored how 
much diaspora donors are giving, through what mechanisms, 
toward what purposes, and, at least in some studies, whether 
the new phenomenon of diaspora philanthropy is promoting 
equitable or counter-equitable development in selected countries. 
Studies have also focused on recipients: educational, medical, 
charitable, nongovernmental, religious, and other organizations 
and projects within home countries. The initial wave of studies 
in this field, often scoping exercises intended to drill down to a 
level of detail that made discussion of the phenomenon feasible, 
largely skipped over a key actor in the diaspora philanthropy 
process: the receiving state.
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Through its attitudes, policies, laws, and regulations, the 
receiving state can play a decisive role in the scale, priorities, 
and directions for diaspora giving. Of course, the state was not 
entirely absent from the early studies of diaspora giving. In work 
largely focused on donors and recipients, there was some attention 
paid to state attitudes and policies in India, China, Mexico, and 
elsewhere. But much of this discussion of the role of receiving 
states lacked the detail of the finely tuned focus on donors and 
recipients (Young and Shih 2005; Kapur, Mehta, and Dutt 2005; 
Sidel 2005; Viswanath and Dadrawala 2005; Merz 2005; Zamora 
2005; Burgess 2005; Orozco and Welle 2005).

the steReotyped state

In some cases the first wave of diaspora philanthropy studies 
not only under-studied receiving governments but also overly 
generalized and even stereotyped receiving governments’ reac-
tions to giving back from abroad. Earlier analyses did provide 
significant detail and some analysis of donor decision-making, as 
well as similar specificity on recipients. But the state was gener-
ally portrayed in only one of two ways: eager governments open 
to diaspora giving—the state of open arms and smiling officials; 
and suspicious governments who were apprehensive, guarded, and 
often more or less closed to external ethnic philanthropy—the 
state of crossed arms and glaring cadres.

There has always been a third generalization about receiving 
states as well, but one rarely discussed in explicit terms: confused 
governments. These lagged in their responses as sophisticated 
and even manipulative donors and recipients and their increas-
ingly experienced intermediaries moved through and around the 
state like vehicles entering a traffic circle at high speed, making 
a momentary swerve past the state.

This chapter focuses a spotlight solely on the state and its 
reactions to diaspora engagement, while seeking to provide 
an initial framework for understanding and analyzing a state’s 
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varying policies and mechanisms. It looks beyond the stereo-
types of the initial research on diaspora giving, stereotypes that 
have since disappeared in the increasingly subtle research on 
diasporic remittances (Joint Conference on Remittances 2005; 
Orozco 2000).

These government reactions are considerably more nuanced 
than we have generally assumed. Diaspora philanthropy cannot 
be isolated as a policy issue by itself—it is intimately bound up 
with policy toward a state’s diaspora, and toward remittances. In 
many countries it is complicated by religion, politics, tax policy, 
and other complex and controversial issues that implicate a 
state’s policies toward its emigrants and emigrants’ ties to the 
state (Barry 2006; Chander 2001; Chander 2006). Governments 
can adopt overlapping, and sometimes even conflicting, policies 
toward giving by their compatriots from abroad.

Here we will view state responses to diaspora engagement 
along a spectrum, with the strongly supportive state at one end 
and more controlling or restrictive states at the other. We must 
bear in mind that the boundaries in these classifications are 
highly permeable: in the typology used here, states can be at 
once supportive, rent-seeking or inquisitive, and restrictive or 
controlling, depending on the specific policy in question or the 
state agency that is acting. India serves as an excellent example 
for many of our purposes. It is a state that is strongly, rhetori-
cally, and yet also selectively supportive of diaspora giving. But 
it also employs bans and licensing requirements—among the 
most restrictive behaviors seen.

It is understandable that we find some complexity in what are 
now, for the most part, eager government efforts to attract diaspora 
philanthropy. State responses to diaspora giving are generally 
characterized by the weakening controls and restrictions that 
governments place on giving from ethnic populations overseas, 
and a policy of welcome for diaspora philanthropic investment 
that is, in many countries, considerably more pronounced than a 
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decade ago (Sidel 1997). This chapter identifies some of the factors 
affecting these responses. These include governments’ needs for 
development funding and the failures of the state as a develop-
mental actor in its own right; diaspora donors acting in alliance 
with each other, with increasingly powerful intermediaries, and 
with influential domestic actors; the rise of subnational (provincial 
and municipal) authorities as partners and targets for diaspora 
giving and their policies of welcome and state investment; and 
other factors in the weakening of government resistance.

This chapter also seeks to ask whether increasingly welcoming 
policies affect the equity implications of diaspora giving. Where 
national and local authorities work to actively encourage diaspora 
philanthropy, loosening legal and bureaucratic restrictions and 
allowing diaspora givers to promote development often entirely 
independent of the state, are there equity implications to the giv-
ing that results? Inevitably there must be, but identifying those 
implications is complex.

the suppoRtiVe state

State support for diaspora giving has become considerably more 
pronounced in many recipient countries over the past decade. 
A “supportive” policy takes many potential forms, some more 
supportive than others, and some more or less broadly tailored 
than others. If we seek to move beyond the stereotyped state in 
its reactions to diaspora giving, among the threads we first need 
to untangle are the various forms of the supportive state.

The�Strongly�Supportive�State
At one end of the state spectrum are governments that back up a 
supportive attitude with actual investment in partnership with 
diaspora giving: real budget outlays, either at the national or 
subnational level. Mexico’s “Three-for-One” policy of subsidiz-
ing philanthropic remittances is one example of the supportive 
state that actually supplements diaspora giving with government 
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funds, despite specific problems in the program identified in ear-
lier research (Zamora 2005; Burgess 2005; Orozco and Welle 2005). 
How the state provides budgetary support to diaspora giving is 
an important arena for further research as more countries devote 
resources directly to partnering with the diaspora.

Another form of the strongly supportive state directly en-
courages or even requires simplified and enhanced banking and 
financial services to facilitate diaspora remittances, including 
diaspora giving, and to increase access to financial services for 
the poor. This is occurring in Mexico, India, and many other 
countries. The reduction of financial and other barriers has been 
the subject of extensive research, both on the role of recipient 
states in facilitating financial services and the roles of emigrant 
states, the finance and banking industry, and other actors. Easing 
financial procedures may also include such important steps by 
recipient governments as issuing facilitative documents, such as 
the Mexican matricula consular (Bouquet 2005; Orozco 2004; Joint 
Conference on Remittances 2005; de Ferranti and Ody chapter 
in this volume). The relaxation of financial and banking barri-
ers emerges as a priority in new studies of countries where little 
previous research has been conducted on diaspora giving and 
its obstacles. For example, a recent study of diaspora giving to 
Pakistan identified loosening financial and banking barriers as 
a key need (Najam 2006).

A related form of the strongly supportive state moves sharply 
and effectively to reduce or eliminate regulatory barriers to giving 
from abroad. This state lessens or ends the collection of taxes on 
philanthropic remittances, reporting requirements, and other 
“soft” legal barriers. The elimination of regulatory and fiscal 
barriers is under way in literally dozens of countries with sig-
nificant diasporas.

This is a complex area, one in which both recipient and 
emigrant governments are promoting competition, transparency, 
and efficiency in money transfer and financial services. Recipi-
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ent governments are adopting considerably broader policies to 
promote vibrancy and competition in the financial sector, as well 
as reducing investment barriers, strengthening the investment 
climate, and strengthening the legal and institutional framework 
for philanthropy.

As Anthony Ody puts it, more relaxed policies, additional sub-
sidies, and more incentives adopted by governments “desperate 
for diaspora funds” and specifically targeted at the diaspora are 
a distinctly “second best approach” that can distort the domestic 
policy climate. The best approach is to “improve the climate for 
everyone.” So while the relaxation of various obstacles for the 
diaspora looks like and often is a positive step, an even stronger 
approach involves reforming the policy environment for domestic 
and diaspora actors alike. And, of course, some of these devel-
opments are involuntary, at least in part: globalization and new 
technology are seriously weakening the capacity of governments 
to regulate incoming resource flows.

Strongly supportive states may also relax citizenship poli-
cies to allow for dual citizenship by their émigrés, a status that 
may directly facilitate diasporic engagement including giving. 
The dual citizenship trend is taking hold around the world, 
with dozens of governments now allowing it, and in some cases 
facilitating electoral rights for diaspora members as well (Barry 
2006; Okome in this volume). Mojúbàolú Okome puts this clearly 
in her chapter in this volume: “Transnational migrants seek such 
policies to extend their power vis-à-vis the state.”

Finally, the strongly supportive state may establish dias-
pora ministries or other state agencies; set up diaspora advisory 
councils; hold well-publicized annual or occasional meetings 
with diaspora investors (philanthropic and otherwise); enlist 
its embassies and consulates overseas to promote diaspora giv-
ing home; and utilize other means to provide both substantive 
and expressive support for diaspora philanthropic investment. 
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Jamaica, India, and many other countries have established such 
diaspora advisory councils, for example, and they can be useful 
feedback mechanisms for both government and compatriots 
overseas (see Merz chapter in this volume; Sidel 2004). Sometimes 
these are multi-pronged support initiatives, as in Jamaica, where 
a diaspora advisory board is but one of a number of diaspora 
linkage mechanisms that include a national diaspora conference, 
a website, a national diaspora day, and a foundation (Merz in this 
volume). A number of countries, including Haiti, India, Ghana, 
and others, have established diaspora ministries or other gov-
ernment agencies (see Merz and Okome chapters; Kapur, Mehta, 
and Dutt 2004). A wide variety of other such initiatives are under 
way around the world, from Central America to Eritrea, Nigeria, 
Ghana, and elsewhere. 

For example, Filipino embassies and consulates in the United 
States—direct arms of the Philippine government—have orga-
nized “ ‘roadshows’ that present to the FilAm community not just 
opportunities for investments but also selected [social] programs 
that have shown track records of success,” including education, 
housing, and Internet access projects (Garchitorena 2006). Called 
“Bayan Ko, Bahay Ko” (“My Country, My Home”) in Tagalog, the 
2006 “roadshows” showcased investment projects in Honolulu, 
Los Angeles, San Francisco, Chicago, New York, and Washington, 
DC—all major centers of the Filipino diaspora. While the focus 
was clearly on land and other investment opportunities, there 
was discussion of opportunities for diaspora giving as well, par-
ticularly in corporate philanthropy projects linked to major land 
development companies such as Ayala (Department of Foreign 
Affairs 2006). The roadshows are not only occurring in the United 
States: perhaps the most ambitious efforts have been in Europe, 
where the Manila-based Economic Resource Center for Overseas 
Filipinos (ERCOF) sponsored a roadshow to showcase “hometown 
development” opportunities in Luxembourg, Brussels, Geneva, 
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Rotterdam, and The Hague in November 2005 (ERCOF 2006). 
Meetings at the Luxembourg roadshow, for example, began dis-
cussions on developing a microfinance investment fund involving 
diaspora investors, ERCOF, and the Manila-based rural Bankers 
Association of the Philippines (RBAP) (Opiniano 2005).

Even where these activities are merely expressive of gov-
ernments’ commitment to receiving diaspora funds and are 
without significant policy clout, these expressive activities can 
be important in the resulting policy environment for diaspora 
relations. This last form of the strongly supportive state illustrates 
the permeable spectrum of state response to the diaspora. The 
form of support that involves advisory councils, meetings with 
prominent members of the diaspora, annual conferences, well-
publicized invitations home, invitations to consult on government 
policy, and the like, may reflect either a state that is strongly sup-
portive of diaspora engagement (including giving), or one that 
is supportive but in a less concrete and more rhetorical sense. In 
both cases, the receiving state wants the philanthropic invest-
ment. And in virtually all these cases, the strongly supportive 
actions taken by recipient governments must be followed up 
for the longer term, often in the face of a skeptical or suspicious 
diaspora. As Merz puts it in her chapter in this volume, describ-
ing the Caribbean context but more generally applicable to other 
regions as well, “trust-building measures between diaspora and 
the home-country governments are essential.” 

The�Rhetorically�Supportive�State
Some governments seek to encourage diaspora giving, but with-
out utilizing the mechanisms of the strongly supportive state. 
India is a recent example, encouraging diaspora giving (and, of 
course, investment), without yet taking some of the necessary, 
specific steps either to subsidize giving or to reduce barriers 
that Mexico or other states have taken (Kapur, Mehta, and Dutt 
2004; Viswanath and Dadrawala 2004). Other states also firmly 
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express the desire to work with the diaspora but fail to follow 
those statements with a full range of amended policies.

But for some states that understand how useful the diaspora 
can be for national development, domestic conditions may not 
allow as much direct support as the government might like to 
provide. Haiti, for example, has opened a Ministry of Haitians 
Living Abroad to work with the diaspora. As Merz points out 
in this volume, the Haitian ministry is “one of the few such 
diaspora-specific posts in the Caribbean.” But political, financial, 
and organizational problems have also prevented Haiti from 
sufficiently funding the Ministry and its activities or address-
ing a number of other problems in relations with the diaspora: 
“lack of dual citizenship . . . , lack of trust in policy-makers, lack 
of security, and the lack of political stability.” And limited sup-
port can also mask a certain ambivalence as well. The Haitian 
experience, where “some in-country leaders [have] expressed 
doubt about greater diaspora involvement . . . due to concerns 
of corruption and elitism in the country” is repeated elsewhere 
as well (Merz, this volume).

The�Selectively�Supportive�State�
Governments may also support diaspora philanthropic invest-
ment, but with a preference for specific fields, seeking to “channel” 
diaspora giving into certain areas. The activities of the selectively 
supportive or “channeling” state can take many different forms, 
and can have positive or negative implications for equity. They 
include, among others,

statements particularly welcoming philanthropic investment 
in certain priority fields such as primary health care, primary 
education, disaster relief, and other areas;

official policies that seek to channel giving into certain arenas, 
such as differential tax policies for different forms of diaspora 

•

•
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giving, including preferential tax deductions or other fiscal 
policies rewarding investment in preferred fields;

policies that reduce regulatory barriers to giving in fields 
of particular importance as a way of channeling donations 
in those directions, especially streamlining or eliminating 
approval processes for such areas as disaster relief, primary 
health care, primary education, and other “channeled” pri-
ority fields;

the establishment of preferred domestic intermediaries for 
diaspora giving that focus on areas of preferred donations, 
such as specialized government funds or specific approval 
authorities for preferred areas; and

work with preferred overseas intermediaries that reflects 
domestic government priorities for diaspora investment, such 
as “authorized” or “approved” overseas intermediaries that 
reflect governments’ priorities for diaspora giving.

Here India is a reasonable recent example, having more ac-
tively supported recent diaspora giving in the high technology, 
medical, and higher education sectors than in some other arenas. 
India also expresses preferences for certain kinds of donor activity 
through tax policy. Special tax exemptions are available under 
Section 10(23C) of the Indian Income Tax Act for organizations 
“considered to be of national or regional importance, or that are 
involved in . . . public services related to education or health.” 
Higher tax deductions for donors are available for donations to 
specific projects “selected by the government” (100 percent deduc-
tion under Section 35AC of the Income Tax Act) and for donations 
to scientific, social science, or statistical research institutions (125 
percent deduction under Section 35(1) of the Act). In India, such 
donations would generally be channeled through domestic indi-

•

•

•
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viduals unless the overseas donor pays Indian income taxes and 
is eligible for deductions (Agarwal and Dadrawala 2004).

The�New�Supportive�Substates
In recent years a range of subnational actors—provinces, states, 
and municipalities prominent among them—have become in-
creasingly active in supporting diaspora engagement, including 
diaspora philanthropy, further complicating the spectrum of 
the supportive state. Subnational actors such as provinces and 
cities may formally or informally establish their own prefer-
ential policies, competing with each other (as in India, China, 
and elsewhere) for diaspora investment. Their activities force 
national governments—themselves seeking to work out their 
own supportive policies—to confront subnational differentia-
tion and to determine whether to seek to control provincial and 
municipal activities to attract diaspora funding. “The real action 
is at the state [subnational] level,” noted a participant in the 2006 
diaspora philanthropy and global equity conference. But with 
the exception of some work for Mexico (Merz 2005) there is very 
little sophisticated understanding of subnational policies and 
dynamics in this area and the relationship between national and 
subnational policies.

Rent-seeking states and inquisitiVe states

Some states do more than offer varying degrees and types of 
support for compatriot giving. They act in ways that directly 
benefit the state itself, and that may reflect support for diaspora 
philanthropy, caution about it, or a sense of ambivalence. Two 
such forms of government activity are the rent-seeking state and 
the inquisitive state.

The rent-seeking state strives to encourage diaspora giving but 
also to direct a part of that giving into the state’s coffers. State 
rent-seeking in the diaspora giving process can be accomplished 
in multiple ways. Some governments impose a direct tax on 
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diaspora giving transactions, often as part of a wide range of 
remittance, investment, and other diaspora transactions. As one 
example, for many years Vietnam sought to deduct a tariff on 
some kinds of diaspora giving from abroad, directed to Ministry 
of Finance accounts.

There is, of course, a certain conflict between policies sup-
portive of diaspora donations and rent-seeking by the state. 
These conflicts often reflect the differing missions of govern-
ment agencies tasked with encouraging diaspora engagement, 
increasing tax revenues, maintaining internal security, and other 
overlapping priorities. A number of states that employed formal 
rent-seeking from diaspora givers have recognized those ten-
sions in recent years and have sought to prioritize their various 
concerns. State rent-seeking can discourage overseas giving, or 
it can drive it “underground,” beyond both the knowledge and 
the rent-seeking reach of the state.

In some states, balancing the increasing priority of facilitat-
ing an environment for diaspora engagement that reduces fiscal, 
regulatory, and other barriers against the need for fiscal revenues 
has resulted in a reduction of governmental rent-seeking in favor 
of an easier and less burdened environment for diaspora invest-
ment. In Vietnam, for example, the government has gradually 
decided that the twin priorities of continuing to increase overseas 
Vietnamese engagement, and maintaining some ability to track 
those activities and flows, trump revenue collection—and so, 
over time, by regulation and by conduct, the tariff on overseas 
giving has subsided.

Government rent-seeking in the overseas giving process can 
take other interesting forms as well. Through the establishment 
of preferred domestic philanthropic intermediaries, for example, 
the state can channel overseas giving to preferred projects or to 
government initiatives—a form of non-tariff rent-seeking at the 
retail level (through programs) rather than at the level of tax or 
tariff collection. Preferred domestic intermediaries can include 
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national or local foundations set up as conduits for diaspora giv-
ing, or preferential arrangements with certain nongovernmental 
organizations.

The inquisitive state can be supportive or suspicious of dias-
pora philanthropy, and more generally of other forms of remit-
tances. But it demands information, and collecting that data may 
contribute to the formulation of state policy and the channeling 
of diaspora contributions, or it might even discourage giving. 
The inquisitive state may require diaspora donors, domestic in-
termediaries such as banks or nonprofits, or direct recipients to 
report on their transfers. It may pressure local and subnational 
(state, provincial, regional) officials and governments for data on 
diaspora philanthropy and remittances, or gather data by other 
means. These requirements can both dampen diaspora initia-
tive and serve to discourage innovative initiatives that might be 
viewed with more interest or caution by national or local authori-
ties. If generalization in this area is possible, recent practice may 
be indicating a lessening of the reach of the inquisitive state as 
governments seek ever more actively to encourage various forms 
of diaspora investment, including philanthropy.

the ContRolling oR RestRiCtiVe state

Further along the spectrum from supportive to suspicious come 
states that are more controlling or restrictive of diaspora giving. 
Here too there are many nuanced forms of government policy 
and action, some of which overlap with the “channeling” function 
noted in the earlier discussion of supportive states. States that 
seek to control or restrict certain forms of diaspora philanthropy 
are not necessarily suspicious of or opposed to such giving; they 
may have other, entirely understandable reasons for undertaking 
these policies—such as the prevention of religious strife, politi-
cal conflict, or support for terrorism (see Kapur chapter in this 
volume). There may even be an equity component. Governments 
may seek to prevent inequitable allocations of philanthropic re-
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sources by overseas donors, though we see few examples of the 
use of controls and restrictions to effect equitable outcomes.

Some of the most common tools include controls or restric-
tions on diaspora giving for some or all religious organizations, 
political parties or groups, or terrorist organizations. Governments 
may seek to prevent religious or political tension by controlling 
or restricting donations to religious or civil society groups that 
promote religious or political conflict. They may undertake ter-
rorism screening, either in a well-meaning attempt to prevent 
charitable funding from reaching terrorist organizations, or as 
a broader attempt to control diaspora giving. Controls or restric-
tions may be applied with a fine aim or quite broadly. They may 
be used to target specific and widely agreed upon dangers (such 
as real dangers of terrorism), or they may mask more general 
suspicion about diaspora giving and be used for broader control 
and restriction.

The specific methods vary. They include bans on particular 
areas of donor work or on particular organizational recipients, 
licensing mechanisms requiring permission for diaspora philan-
thropic investment in certain fields or with certain organizations 
(requirements that may be imposed on recipients, intermediaries, 
or donors), currency requirements that function to limit donations 
in certain forms or to certain recipients, and other forms of regu-
latory control and restriction.

A few examples suffice to illustrate the wide use of these 
controlling and restrictive mechanisms. Bans are common, but 
they are also sometimes easily circumvented. India, for example, 
bans a range of external giving for religious and political causes 
and groups, but still often turns a blind eye to religious giving 
(particularly to a range of popular temples and some extremist 
Hindu groups), and to giving to major political parties and their 
affiliates (Agarwal and Dadrawala 2004; Sidel 2004). The most 
famous use of licensing mechanisms for certain forms of overseas 
donations is also in India, where the Foreign Contribution Reg-
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istration Act (FCRA) regulates certain forms of diaspora giv-
ing and, where applicable, requires recipients to receive either 
long-term or one-time permission to receive foreign charitable 
funds. The FCRA applies to giving by some Indians overseas, 
but not to others (AccountAid India 2004; Sidel 2004; Agarwal 
and Dadrawala 2005). Currency requirements—such as a rule that 
donations be made in foreign currency or withdrawn in local 
currency—are fading in importance but are still used by some 
governments. As Devesh Kapur pointed out at the 2006 diaspora 
philanthropy conference, exchange rates are a continuing barrier 
to diaspora transfers.

diaspoRa allianCes, Weakening states,  
and the issue of equity

Governments may support diaspora giving (and broader remit-
tances), they may seek a share of those funds, seek data, or seek 
to control certain flows. But virtually all government barriers to 
diaspora giving are weakening. Regulatory and political obstacles 
of various kinds are gradually falling because of the need for 
philanthropic funds and other remittances, the lack of political 
popularity in many restrictions, the growing ease of transfers, 
and, as several participants pointed out clearly at the 2006 di-
aspora philanthropy conference, the failures of many states to 
effectively promote equitable development, resulting in the need 
for diasporic intervention and increasingly agreeable states.

Some of the reasons for the weakening of state barriers, 
controls, and restrictions relate directly to issues of equity in 
diaspora contributions. Where, for example, states have failed in 
their developmental duties, adopting favoring business invest-
ment while ignoring the needs of the poor, diaspora contributions 
for public and social purposes may have a pro-equity bias given 
the failures of the state. Or counter-equity diaspora giving—for 
super-specialized tertiary care hospitals, for example, or business 
schools that serve a narrow segment of a local elite—may go un-
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challenged by a state that itself has failed in its equity duties. As 
Cynthia Sanborn and others point out, the developmental failure 
of the state has resulted in a lack of marked improvements in 
many countries, in Latin America and beyond, where new private 
wealth is spread highly unevenly and diaspora contributions are 
a form of private response to “state failure and state retreat.”1

In recent years other dynamics have developed rapidly as 
well. In particular, new alliances have grown among diaspora 
givers; between diaspora donors and overseas intermediaries; and 
between diaspora donors and powerful local elites in receiving 
countries. All these give diaspora donors additional leverage in 
the giving process. These alliances can put sometimes intense 
pressure on recipient governments and can also raise concerns 
for equity in diaspora giving.

Alliances�among�Diaspora�Givers
First, receiving states are faced with new alliances among dias-
pora donors. These groupings challenge receiving governments 
virtually as equals. Their demands for access to philanthropic 
recipients and projects are difficult to regulate or restrict. These 
alliances occur among the diaspora itself, and they mark a distinct 
change in the patterns and organization of diaspora giving.

As recently as five years ago the paradigm for diaspora giv-
ing was generally understood as individual taxi drivers, maids, 
nurses, and shopkeepers in overseas communities giving back as 
individuals or families to their homelands. This is a stereotyped 
image of a diaspora giver largely disconnected from peers in 
the country of emigration (Dugger 2000). But now diaspora giv-
ers—from taxi drivers and shopkeepers to professional, business, 
and other elites—are banding together on their giving, gradually 
creating alliances among themselves and challenges for even 
supportive recipient governments.

1 My thanks in particular to Cynthia Sanborn and Katrina Burgess for raising 
these issues forcefully at the Global Equity Initiative 2006 diaspora philan-
thropy conference.
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There are numerous examples of the potential of such alli-
ances, in which thousands of Indian motel owners or Indian doc-
tors in the United States have begun to pool their contributions 
and engage in dialogue with the Indian government through their 
powerful national associations in the United States. For the motel 
owners, the Asian American Hotel Owners Association (AAHOA) 
is the key group; for doctors, it is the American Association of 
Physicians of Indian Origin (AAPI), representing 41,000 Indian 
doctors in the United States (Sidel 2004). These alliances are not 
limited to what are usually perceived to be elite physicians or 
middle-class motel owners. Taxi drivers from South Asia and 
beyond have organized into groups such as the New York Taxi 
Drivers Alliance and the Pak Brothers Taxi Drivers Union and 
may also come to have a role in diaspora giving. Where diaspora 
donations are pooled through such groups, diaspora givers 
acquire additional power in the giving relationship with the 
receiving state—an additional power that can be used in ways 
that build equity or that damage it.

Two other forms of alliance among overseas diaspora givers 
involve overseas hometown associations and new diaspora foundations. 
Mexican migrants are giving through hometown associations that 
amplify not only the amounts they give but their influence with 
the Mexican state in doing so (Merz 2005; Zamora 2005; Burgess 
2005; Orozco and Welle 2005). But while hometown associations 
have been most well studied in the Mexican context, they are ac-
tive in providing philanthropy in Central America, Africa, and 
elsewhere, and deserve further comparative study (see chapters 
by Okome and Orozco in this volume). 

Diaspora givers from Brazil, Jamaica, Colombia, India, Ireland, 
and elsewhere are also building private foundations or other 
organizations in the United States to amass and deliver funds. 
Such organizations as the Brazil Foundation (Forman 2006), the 
Jamaica Foundation, and many others have become or have the 
potential to become important players in amassing diaspora funds 
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for development. They are also beginning to face the recipient 
state on a more equal basis than all but the most elite members 
of the diaspora. Perhaps the most well-known of all these groups 
is the America India Foundation (AIF), which has grown from 
its beginnings in providing relief after the Gujarat earthquake 
into a powerful force in Indian diaspora giving from the United 
States. AIF can interface with Indian national and state govern-
ments on a footing that only the wealthiest and most powerful 
in the Indian diaspora can do on their own. Alliances like these 
are reducing diaspora “frustration” and, in the frank words of 
one diaspora observer, Pradeep Kashyap, “quality controlling 
what the state governments are doing” through collaboration 
on projects.

In short, governments may need and desire diaspora fund-
ing, but some governments are now encountering considerably 
more powerful organizational representatives of their diasporas 
abroad than in the past. In general terms, the emergence of these 
overseas alliances and increasingly powerful organizational rep-
resentatives of the diaspora pushes governments toward where 
they already seek to move—toward support and freedom for 
diaspora giving.

Alliances�between�Diasporas�and�Non-Diaspora�Overseas�
Intermediaries
The growing power of alliance in diaspora giving goes consider-
ably further than groupings of donors abroad. Diaspora givers 
are also increasingly allying with non-diaspora intermediary 
organizations to deal with recipient governments. The result is an 
alliance between diaspora givers and overseas organizations with 
which recipient governments must often dialogue cautiously.

Over the past decade—accelerating just in the last five years—
diaspora donors from the United States have begun working 
more closely with specialized philanthropic intermediaries that 
seek to grow and channel both diasporic and foreign donations. 



Focusing�on�the�State 43

The non-diaspora intermediaries that are part of these alliances 
with diaspora donors include Give2Asia at the Asia Foundation, 
the Acumen Fund, and a number of other such organizations; a 
few community foundations (particularly active with diaspora 
communities giving back to Mexico, Central America, and India); 
and in a very few cases large, traditional public charities such as 
Oxfam, Save the Children, Catholic Relief Services, and others.

The traditional public charities, which raise funds from hun-
dreds of thousands or millions of donors, have come relatively 
late to the process of focusing on diaspora and capitalizing on 
the power of diaspora giving. This is despite the fact that the 
traditional public charities, such as Oxfam or Save the Children, 
often have by far the most well-developed existing programs. 
They have knowledge of and contacts in recipient countries, a 
deep and nuanced understanding of how to operate in a number 
of countries, an abiding concern for equitable development, and 
significant name recognition and trust in diaspora communities. 
Nor have American community foundations been as active in 
alliance with diaspora communities to channel funds home as 
they could be. The newer philanthropic intermediaries, as well 
as groupings of diaspora donors mentioned above, have stepped 
into a gap unfilled by the traditional public charities and com-
munity foundations that were initially best positioned through 
programs, knowledge, name recognition, and trust to serve the 
diaspora giving market. Yet, with diaspora giving growing rapidly 
in communities across the United States, there is room for public 
charities and community foundations to catch up—not only in 
order to contribute effectively to equitable development overseas, 
but also to engage with new donors in the United States whose 
generosity is, over time, likely to be shown in their American 
home communities as well as their original homelands.

This engagement by sophisticated donor organizations such 
as major public charities and community foundations can also 
significantly enhance the equitable nature of diaspora giving. 
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Groups such as Oxfam, Save the Children, and community 
foundations at all levels are explicitly concerned with ensuring 
access to the opportunities that philanthropy brings communities 
and measuring the impact of giving on equitable development. 
In many cases diaspora giving could benefit significantly from 
this commitment to equity, skill in program development, project 
planning, and impact evaluation. And those benefits could well 
extend to the state, as public charities and community foundations 
begin to serve as far more effective bridges between governments 
and diaspora givers than in the past, while bringing principles 
and tools to that engagement that may promote equitable devel-
opment in state-run programs as well.

Non-diaspora intermediary organizations aligned with 
diaspora givers add weight to the discussions with recipient 
governments. Also, channeling contributions through them often 
changes the legal process of undertaking philanthropy back home 
into a well-honed and familiar procedure of relatively easy ap-
proval for gifts and grants by overseas public charities. Alliances 
with and giving through overseas non-diaspora intermediaries 
also strengthens the hand of diaspora givers by allowing them 
a wider range of options in their giving, such as donor-advised 
fund mechanisms, as well as easier access to tax deductions.

Alliances�between�Diasporic�and�Domestic�Elites�and�Other�
Actors
Finally, diaspora elites abroad are now working closely with 
wealthy philanthropists and investors at home. They often work 
together on large-scale projects that relieve the state of significant 
service and investment responsibilities and make any potential 
government resistance to certain forms of diaspora giving con-
siderably more difficult. But these projects may also have nega-
tive implications for equity in diaspora giving. In the Indian and 
Chinese diasporas, for example, substantial effort has been made 
in recent years to build major diaspora-funded educational and 
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medical institutions at home, such as elite, tertiary specialized 
hospitals or business schools. These are initiatives that bring 
together wealthy Indians or Chinese overseas with wealthy 
professionals and investors at home along with investment or 
approval by state or national government institutions. The Indian 
School of Business in Hyderabad is one such initiative, and there 
are a number of others.

Many such initiatives—higher education open only to a very 
few, or super-specialized medical care available only to top pay-
ers—can only be described as satisfying the interests of elites at 
home and abroad. But even if recipient governments viewed them 
as counter-equitable in intention or result, they would be hard 
pressed to oppose the extraordinarily powerful alliances between 
diaspora and domestic elites that are making such institutions 
rise in India and elsewhere.

These three overlapping sets of alliances—between diaspora 
givers; between donors and overseas non-diaspora intermedi-
aries; and between diaspora and domestic elites—help to put 
recipient governments at a disadvantage in dealing with giving 
from abroad. In doing so governments are in weaker positions 
to affect, mold, or provide input into diaspora donor decisions, 
or to seek—if they would wish—to counter the effects of dona-
tion decisions that are inequitable in nature. In this process, elite 
interests at home and among the diaspora may trump interests 
of equity in the diaspora giving process.

Of course, in many cases governments that have failed in 
the development process were never truly actors for equity in 
diaspora philanthropy. But the increasing power of diaspora 
alliances makes it even less likely that equity can play a role in 
government policy. In such situations the equitable aspirations of 
domestic donors—particularly large and well-known domestic 
donors with which members of the diaspora wish to engage—may 
prove to have more pro-equity potential than any actions by the 
state. In India, for example, the Azim Premji Foundation, funded 
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and run by one of India’s leading businesspeople, pushes for 
support for child development and local education at the K–12 
level as part of its commitment “to significantly contribute to 
quality universal education as a foundation to a just, humane and 
equitable society.” Its activities may have a greater role to play 
in encouraging giving for equity by the diaspora than anything 
the government may be willing or able to do.

Another recent example also shows that these alliances need 
not be counter-equitable in their priorities and developmental 
effects. The new Public Health Foundation of India seeks to mo-
bilize diaspora, government, and domestic resources to counter 
the crisis of public and primary health care in India, a core equity 
issue there. The Foundation is the result of a partnership involv-
ing elite diaspora givers, the Indian state (in particular the Prime 
Minister’s Office, the Planning Commission, and the Union Health 
Minister), and educational institutions in India and the United 
States. Already this alliance is growing to include powerful do-
mestic donors as well as foreign non-diaspora donors (Economic 
Times 2006). The public health initiative may come to illustrate 
how the engagement of elite diasporas in domestic giving can 
have an assertively pro-equity bias (Public Health Foundation 
of India 2005; Gupta, Kumra, and Maitra 2006; Prime Minister 
2006; Harvard University Gazette 2006).

Another seemingly pro-equity example of these alliances at 
work, with government support, is in the Philippines. The Ayala 
Foundation (US) has mobilized significant support from the Phil-
ippine community in the United States for a partnership with a 
“multisectoral social consortium” in the Philippines called Gear-
ing Up Literacy and Access for Students (GILAS), which seeks to 
“put computer labs with internet access in all the 5,789 public high 
schools throughout the 7,100 islands in the next five years.” This 
alliance between government, local corporations, local donors, and 
the diaspora has raised considerable resources, not least because 
“the Filipino diaspora . . . can choose to direct their donation[s] 
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to a public high school in their own hometown” (Garchitorena 
2006). As of June 2006, 810 Filipino schools had been supplied 
with Internet access through foreign and domestic donations of 
nearly $1.6 million (Ayala Foundation 2006).

WoRking With goVeRnments foR equity in 
diaspoRa giVing

In light of this discussion of the role of receiving states, is it pos-
sible to find flexible but still equitable policies by national and 
local governments that widen the door for overseas philanthropic 
investment while maintaining some priority for equity in the 
process? Such policies are possible, but they are politically dif-
ficult to promulgate and enforce.

For example, governments can continue to provide incentives 
for diaspora giving while reducing regulatory obstacles of various 
kinds, and at the same time add specific preferences for certain 
kinds of giving that serve broad-based, equitable developmental 
goals. Government matching funds for certain kinds of diaspora 
giving (such as for primary education, primary health care, and 
other equitable development goals) could be made available, or 
the private or bilateral foreign donor community could seek to 
promote equity in diaspora giving by matching certain kinds of 
pro-equity diaspora giving. Domestic intermediaries could en-
joy even more preferential treatment, including tax advantages, 
for similar sorts of pro-equity projects. Subnational authorities 
could be discouraged, though perhaps not effectively forbidden, 
from engaging in bidding wars with overseas diaspora groups 
and their domestic partners for certain kinds of elite-supportive 
projects. Governments could take additional steps to prevent 
diasporic giving with unabashedly counter-equity goals, such 
as support for extremist religious or political organizations, or 
for terrorist groups.

There are, of course, potential dangers and disadvantages 
to “bringing the state back in.” A resurgent state in the arena of 
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diaspora giving that is ineffective in its policies may repel rather 
than attract donors. The potential dangers include widespread cor-
ruption and the fear among diasporas that state engagement with 
overseas giving will inevitably increase corruption in program 
decisions and implementation. It is useful to remember that many 
overseas donors give through nongovernmental entities precisely 
because they are concerned with the corruption that can come 
with significant state engagement. Just as corruption is a cancer 
that saps at foreign investment—diasporic or otherwise—it can 
sap at philanthropic investment as well if governments are not 
careful to fight corruption as well as to promote equity.

A second and real danger is that states, seeing increasing 
flows of diaspora giving, will decide that the diaspora can fund 
certain basic social services that have traditionally been the 
province of the state, such as basic public education or public 
health. If the state’s response to surging diaspora giving is to 
“outsource” governmental responsibilities to the diaspora and 
to local communities to seek diaspora funds, effectively treating 
overseas giving as a budgetary supplement for basic services, 
the state is abdicating its responsibilities and diasporas should 
resist that evasion of government roles. These are complex issues 
in many countries, with substantial local variation in policy and 
implementation, often requiring a detailed understanding of 
state budgetary processes and governmental responsibilities for 
funding basic services in an era of widespread administrative 
and governmental reforms in many countries. All of this argues 
for strengthening diaspora or other intermediaries that can, for 
donors who are willing, provide policy and program expertise to 
diaspora donors, including expertise on particular countries and 
even particular subnational governments and their policies.

Those governments that actively promote equity in overseas 
giving may encounter substantial difficulties as well. In an era of 
weakening state controls over a wide range of diasporic trans-
fers—ranging from investment funds to remittances to diaspora 
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philanthropy—there may be only so much the state can do to 
influence diaspora flows. Diaspora philanthropy affects recipient 
states, potentially improving and strengthening transparency 
and accountability, while reflecting loss of state influence as well. 
Government flexibility to allow diaspora funds in may correlate 
all too well with a narrowing set of policy options to support 
pro-equity donations, though even weakened and more flexible 
states should still seek to promote equity through diaspora giving 
where they can. As the state cedes ground to diaspora donors, it 
may also be ceding the capacity to promote pro-equity giving, 
leaving considerations of equity primarily to diaspora givers, 
and to the domestic organizations and individuals with which 
they work.
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This chapter seeks to complement the volume’s focus on global 
diaspora philanthropy by providing an overview of some key 
questions about migrants’ remittances and related transfers. The 
chapter first asks how important remittances are, both in absolute 
terms and relative to other flows. It next investigates the contribu-
tion of remittances to equitable development, including asking 
who typically receives remittances and how they make use of 
them. The chapter then poses the question of what difference is 
likely to be made by access to institutional financial services on 
the part of remittance senders and/or recipients. An exploration 
of innovative types of financial transfers from migrants that 
go beyond the traditional individual-to-individual transaction 
model follows. The chapter closes with a brief summary of key 
policy issues—with a particular emphasis on considerations for 
receiving states.1

hoW impoRtant aRe RemittanCes?

Migrants’ remittances now constitute one of the most important 
forms of financial transfer to developing countries. Even conser-
vative estimates show aggregate remittances to be at least equal 
to overall foreign direct investment (FDI) and twice the size of 
official development assistance.
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The key driving force behind the importance of remittances 
today has been the growth in the number of migrants, especially 
of workers born in developing countries who now work in more 
affluent countries (whether in OECD countries, especially in North 
America and Western Europe, or in resource-rich countries such 
as the Gulf oil producers). According to United Nations data, 
migrants account for some 3 percent of the world’s population, 
or around 175 million people (an estimate that, due to probable 
census undercounting of undocumented migrants, is more likely 
to be too low than too high). Migrants as a share of the popula-
tion of developed countries rose from just over 4 percent in 1970 
to some 8 percent in 2000.2

Measurement�Issues
Difficulties in obtaining reliable data complicate any discussion 
of remittances. Flows that travel through “formal” channels, such 
as banks and money transfer companies, are the main focus of 
national statistical reporting. Flows passing through “informal” 
channels are inherently hard to capture directly and must be 
approached more indirectly.

Formal Flows
Even measuring formal flows places significant demands on 
national authorities and financial institutions, given that most 
individual transactions are small in nature (Orozco finds, for 
example, that the representative Latin American migrant in the 
US remits around $200 a month, representing perhaps 15 percent 
of their income3). The seriousness of the statistical effort varies 
greatly between countries, and there are known to be significant 
gaps (and delays) in reporting.

An ambitious effort to assess the overall scale of remit-
tances—both formal and informal—was made recently by a joint 
World Bank-IMF team.4 To produce as comprehensive an estimate 
as feasible of remittances passing through formal channels, the 



What�Can�Remittances�Do�for�Equitable�Development? 57

analysts first collated the officially reported data from all countries 
that were up-to-date in their reporting to the IMF. This was then 
supplemented by “filling-in” informed estimates for countries 
that were not responsive or current in their reporting.

Based on this exercise, the World Bank, in its “Global Eco-
nomic Prospects 2006” (GEP), puts “formal” remittance flows 
to developing countries at around $160 billion in 2004 (and an 
estimated $167 billion in 2005).

Informal Flows

Informal flows may travel through any number of channels—from 
the relative or friend who carries banknotes home on periodic 
visits, to the “organized informal” sector, such as the (reportedly 
highly efficient) hawala networks that operate across the Islamic 
world. Direct statistical capture is impractical, but a variety of 
indirect methods have been used to estimate such flows.

One crude indicator of the importance of informal channels 
(at least in the recent past) is the fact that, for some countries, 
recorded remittances through formal channels increased sharply 
between 2001 and 2003, in the aftermath of the 9/11 attacks. This 
surely has to be interpreted as largely a substitution of formal for 
informal channels, in view of the heightened scrutiny that fol-
lowed the attacks (including the greater difficulty for individuals 
to travel between some countries on a regular basis).

An obvious approach to estimating informal flows is to use 
direct surveys of remittance senders and/or recipients. In some 
cases, special surveys have been conducted on migration and 
remittances, such as Orozco’s surveys for a number of countries 
in Latin America and the Caribbean.5 He found, for example, that 
55.6 percent of Haitians in the Dominican Republic made use of 
“friends or family” to send remittances, while the balance divided 
their business between about ten formal institutions.

In some countries—though fewer than one might hope—
questions on remittances have been included in the household 
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budget surveys widely conducted for other purposes (estimation 
of poverty, etc.). Such surveys are the source of the estimates 
shown in Table 1.

Table 1: Shares of Formal and Informal Channels in Total  
Remittances (%)

Country (with date of survey) Formal Informal

Dominican Republic (2003) 96 4
Guatemala (2004) 95 5
El Salvador (1997) 85 15
Armenia (2004) 62 38
Moldova (2004) 62 38
Bangladesh (2001) 46 54
Uganda (n.d.) 20 80
Source: Household surveys as reported in Freund and Spatafora (2005).

The range of variation is striking. In specific cases, a high role 
for informal channels may reflect some combination of uncom-
petitive formal channels and/or better-than-average efficiency 
within the “informal” sector.

The World Bank-IMF team adopted an alternative (and 
somewhat innovative) approach to estimation in their recent 
study (above). They first constructed an econometric model to 
estimate the relationship of (recorded) remittances to such vari-
ables as stock of migrants, incomes in home and host country, 
and—crucially—the estimated costs of sending remittances from 
Country A to Country B. (Such transmission costs for formal flows 
can vary widely between different pairs of countries, depending 
on factors such as the efficiency of, and degree of competition 
between, financial institutions in specific locations—a point we 
will return to later.) Having built this explanatory equation, the 
analysts then tested the sensitivity of predicted flows between 
different country pairs by inserting into the equation hypothetical 
transmissions costs assumed to approximate the plausible cost 
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of informal channels. The difference between observed (formal) 
flows and predicted overall flows was taken as an estimate of 
informal remittance flows.

Applying this approach, the World Bank’s GEP estimates “in-
formal” remittance flows to developing countries in aggregate as 
likely to be at least 50 percent as much again as formal transfers 
(the underlying working paper gives a range of 35 percent to 
75 percent, depending on whether the level of typical informal 
transactions costs is assumed to be closer to 5 percent or 2 percent). 
The output from the model, incidentally, replicates the finding 
(noted earlier on the basis of household surveys) that the estimated 
share of informal flows varies substantially as between different 
countries and regions—driven, within this model, by the varying 
levels of formal transmission costs in different locations.6 Using 
this model as a basis, the analysts estimate the share of informal 
flows to be especially high to areas such as Sub-Saharan Africa 
and Eastern Europe and Central Asia, but much lower for East 
Asia and the Pacific.

Comparative�Significance
Even without allowing for informal flows, remittances constitute 
a major channel for transfers to developing countries. Table 2 
gives comparative data for remittances and other international 
flows.

Table 2: Financial Transfers to Developing Countries ($ billions)

1995 2004
Workers’ remittances (formal) 58 160
Foreign direct investment 107 166
Private debt and portfolio equity 170 136
Official development assistance 59 79
Source: GEP 2006.
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The apparent rate of growth of remittances between 1995 and 
2004, as shown in the table, must be assumed to incorporate a 
significant degree of substitution from unaccounted informal to 
formal flows, as discussed earlier.

Country Comparisons
The above data are aggregates, and the significance of remittances 
is subject to wide variation at the country level. In absolute terms, 
the largest recipients tend to be highly populous developing coun-
tries, including India (an estimated $21.7 billion, according to the 
World Bank-IMF estimates for formal flows, in 2004),7 China ($21.3 
billion), Mexico ($18.1 billion),8 and the Philippines ($11.6 billion). 
In relative terms, however, the largest recipients are often small 
countries with high levels of outward migration: Tonga (with 
remittances representing 31.1 percent of GDP in 2004), Moldova 
(27.1 percent), Lesotho (25.8 percent), and Haiti (24.8 percent).

Haiti provides a striking example of a country whose extreme 
political and economic difficulties over the years have made 
remittances something of a lifeline for a society with few other 
currently viable economic resources. Other cases of countries that 
have experienced extreme political stress and that rely heavily on 
remittances include Bosnia and Herzegovina (with remittances 
equivalent to 22.5 percent of GDP), Serbia and Montenegro (17.2 
percent), and Lebanon (12.4 percent).

This said, it would be misleading to imply that significant 
outward migration, a sizeable diaspora, and the resulting re-
ceipt of appreciable remittances are in every case symptoms of 
national failure or collapse (economic and/or political). When 
a country experiences sizeable net outward migration, it does 
suggest that appreciable numbers of citizens believe they can 
find better prospects in locations other than their home country. 
This belief may reflect some combination of perceived differ-
ences in absolute income levels, and/or in growth rates. These 
differences, in turn, may stem from varying combinations of a 



What�Can�Remittances�Do�for�Equitable�Development? 61

country’s natural resource endowments (small, remote island 
economies are often important sources of outward migration, 
as with Tonga), historical legacies, social capital and institutions, 
recent economic policy, and other factors.

At the global level, meanwhile, it seems reasonable to at-
tribute the existence of large diasporas and remittance flows to 
a significant degree to the marked inequalities between coun-
tries—which, it should be recalled, are often very long-standing in 
nature—combined with the improved opportunities that technol-
ogy and policies (de jure or de facto) have opened for individuals to 
cross borders in recent years. Overall, by no means should every 
country that benefits from remittances today be dismissed as a 
failed state or “basket case.” Over recent years, China and India, 
important remittance recipients in absolute terms, have experi-
enced some of the most rapid growth in history, and a number 
of important recipient countries in Central America, Asia, and 
elsewhere have achieved respectable-to-strong growth.9

hoW faR do RemittanCes ContRibute to 
equitable deVelopment?

In this section, we try to provide a basis for discussing how 
much remittances contribute to equitable development. In this 
context, there are various questions that can be asked about remit-
tances—or, more generally, about any other flows to developing 
countries:

How stable are flows in the short term and how sustainable 
over the longer term?

What is known about distributional aspects of remittances? 
Who benefits? Do these flows primarily go to the well-off, 
or to people who would generally be regarded as poor by 
absolute standards? What of recipients’ status by the relative 
standards of their own societies?

•

•
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What is known about how recipients typically use their re-
ceipts? How much of their receipts, for example, are consumed 
immediately, and how much are invested in either physical 
or human capital?

Stability�and�Sustainability�
Over the short-to-medium term, a large number of studies of re-
mittance flows have found them to be more stable and less subject 
to cyclical variation than the other major types of flow. Indeed, a 
significant number of country case studies have found remittances 
to exhibit a counter-cyclical response to economic downturns (or 
natural disasters) within the recipient country.10

There continues to be some debate over the sustainability of 
remittances over the long term, with several different trends in 
play:

To the extent that some migrants become established in the 
host country, their ties with the country of origin—and hence 
their motivation to remit—can be expected to weaken. The 
second generation cannot generally be expected to retain the 
same commitment to family members in the old country.

Somewhat offsetting this trend, in the medium term at least, 
is the tendency for first-generation migrants to improve their 
own financial situation over time, and as such to be better 
placed to remit larger amounts.

Over the very long term, the sustainability of remittances is 
likely to depend primarily on the extent of future migration. To 
what extent will current stocks of first-generation immigrants 
continue to be replenished by fresh cohorts? This question 
goes beyond the scope of the present chapter, but clearly 
there are considerations weighing on both sides. On the one 
hand, young workers from abroad can make important posi-

•

a.

b.

c.
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tive contributions to the economies of first world countries 
whose native-born populations are aging and shrinking; on 
the other, increasing political concerns are being expressed 
in some host countries about the perceived cultural impact 
of large-scale immigration.

Distribution
Unlike aid payments, passing primarily to governments, or FDI, 
entering the domestic economy via investments in hardware and 
software, remittances are directed overwhelmingly to private 
individuals. Most pass between relatively close family members. 
In Orozco’s 2003–2004 surveys of remittance recipients in eight 
Latin American countries, remittances originating from a spouse 
were 20 percent of the total; from one or both parents, 16 percent; 
from a child or children, 22 percent; from siblings, 22 percent; 
from grandparents, 1 percent; from other relatives, 14 percent; 
and from friends, 5 percent.11

Who receives remittances depends largely on who migrates. 
Knowing where migrants themselves typically fit into the eco-
nomic and social structure of their societies of origin gives a 
strong clue to the position of those who benefit from their gen-
erosity. However, it would be a mistake to assume a direct one-
to-one connection between the status of the migrant and that of 
those he or she leaves behind, who—aside from a spouse and/or 
children—may include elderly parents or grandparents, and/or 
other family members who, whether due to youth, age, illness, 
disability, or other reasons, are at least partially “dependent” on 
the migrant, and thus may well be more economically vulnerable 
than the migrant himself or herself.

As a first generalization, research findings do not support the 
popular stereotype that representative voluntary (or “economic”) 
migrants are drawn from the “poorest of the poor” in their home 
country. A 2004–2005 survey by the Pew Hispanic Center of 4,836 
Mexican applicants for a consular identity document (matricula 
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consular) in the US found that most had given up another job at 
home to move, rather than emerging from the ranks of the jobless 
or destitute.12 This is plausible given that migration requires access 
to resources that the poorest of the poor often lack. Such resources 
may be financial—to pay, for example, for the costs of the journey 
(possibly including “facilitation” of illicit border crossings), and to 
cover settling-in costs at the destination.13 But they may also take 
the form of human and/or social capital: the ability to navigate the 
various transactions connected with moving, and to offer skills 
in demand in the destination country, and—crucially—contacts 
with prior migrants who can share know-how on where to settle, 
how to break into the labor market, and so on.

At the opposite extreme from the “poorest of the poor” stereo-
type, it can be equally misleading to portray the typical migrant 
as invariably drawn from his or her country’s educational elite. 
The market for migrants is a segmented one. There is indeed an 
international market for the PhD, the MD, and the MBA. But there 
is also a large market for relatively unskilled migrants to work 
in agriculture or construction, or help with cleaning hospital 
wards. According to the Pew Hispanic Center survey of Mexican 
applicants for the matricula consular in the US, 72 percent had 
less than a high school education, and only 6 percent had “some 
college or more.”

A few other generalizations seem persuasive. Proximity to 
important labor-importing countries clearly plays an important 
role in affecting who is likely to migrate, especially at the lower 
end of the skill continuum. All else equal, relatively poor people 
born far from the US, Western Europe, or the Gulf are less likely 
to participate in the process (whether as migrants or as recipients 
of remittances). At the upper end of the skill market, meanwhile, 
it seems reasonable to propose, given everything now known 
about the strong role of family status and income in determining 
access to the best schools and other channels for advancement 
(especially in developing countries), that the high-end migrants 
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are predominantly drawn from among the children of relatively 
affluent parents.14

Additional perspective into the social roots of lower-skilled 
migrants is given by two studies in Mexico, which found that the 
distributional aspects of remittances varied as between communi-
ties with a strong history of outward migration and those with few 
prior migrants.15 In the latter, less well-established communities 
of origin, those who left were mostly drawn from families with 
above-average means by local standards—as such, remittances 
in these communities tended to reinforce existing inequalities. 
In communities with a well-trodden path to the north, by con-
trast, remittances proved equalizing, with poorer-than-average 
youngsters heading out. We interpret these findings as reflect-
ing the ability of less affluent would-be migrants to tap into the 
established community’s stock of social capital, represented by 
the know-how of earlier migrants, thereby lowering their own 
private costs of migration.

Beyond the question of who migrates, a second issue involved 
in assessing the distributional impact of remittances concerns 
variations in migrants’ propensity to remit. There is some evidence 
that differences in propensities to remit may have a somewhat 
equalizing effect. A range of studies have found a higher propor-
tionate propensity to remit relative to income among lower skill 
migrants than their more affluent counterparts.16 One explanation 
offered in the literature is that higher-skilled migrants are more 
likely to take the members of their nuclear family with them more 
or less immediately, compared to a lower skilled migrant, who 
may prefer to keep his or her spouse and children in the country 
of origin (at least until established in the destination country). 
A second possible factor may be that many high-skill migrants, 
coming from comparatively affluent family backgrounds (for the 
reasons discussed above), may neither expect nor be expected 
to provide financially for their (relatively well-heeled) parents to 
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the same degree as a lower-skilled migrant, whose relatives are 
more likely to be economically vulnerable.

In overall terms, studies based on household budget data ap-
pear reasonably consistent in finding that remittances generally 
have a positive direct impact in reducing poverty.17 The studies 
show greater variation in their findings on the impact of remit-
tances on inequality. This is to be expected from our discussion 
above on the variations in “who migrates?” At the same time, it is 
as well to recall that even families with somewhat “above-average” 
incomes in a typical migrant-origin community are for the most 
part hardly plutocrats. It can be easy for the literature to make 
too much of the significance of small income differences among 
people who mostly live in modest circumstances compared to 
the average citizen of a developed country.

Utilization
How are remittances typically used by their recipients, and how 
far do they contribute to their well-being and that of those around 
them? Are they mostly consumed or mostly invested? How far 
are they used, for example, for investment in human capital, 
including the education of younger family members?

A standard economist’s answer, based on first principles, 
might start by emphasizing that, assuming the recipients to be 
rational, their own freely taken decisions on utilization can be 
presumed to maximize their own expected (private) welfare. This 
insight should not be dismissed lightly. Whatever preconceptions 
outsiders might have—in favor, say, of investment over immedi-
ate consumption, or “necessities” over “luxuries”—remittances 
are privately owned resources, and there is no obvious reason 
recipients should not make at least comparably rational allocation 
decisions as they do with any other source of income. When the 
preferences of the remittance sender are added into the equation, 
to the extent that he or she may be able to make binding stipula-
tions over the utilization of the funds, some recipients may feel 
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they could have made more welfare-enhancing choices if uncon-
strained. However, it is also arguable that the migrant may bring 
broader worldly knowledge to some of these choices than the 
stay-at-home. In any case, the overall impact must be assumed to 
be welfare-enhancing, or the recipient could presumably decline 
to accept the funds in view of the conditions attached.

Turning to evidence on the use of remittances, we find that in 
this area, as in some others discussed earlier, there are significant 
problems in the ability to answer the question of how remittances 
are used—problems both of methodology and of data availability. 
It might seem that the most obvious approach would be to ask 
recipient households how they use their remittance receipts. But 
caution is needed in taking literally the answers to questions of 
the kind “How did you spend X?” If the typical individual is 
asked, for example, how he or she spent his last raise at work, 
he may not necessarily give a meaningful answer. If the money 
went into the general family pot, how easy is it to answer the 
implicit counter-factual: what would not have been purchased if 
there had been no raise?

A better approach in principle is to derive answers on the 
use of remittances as a by-product from suitably designed gen-
eral household budget surveys. If it were found, for example, 
that out of several thousand households, those with remittance 
income tended to spend more on school fees and textbooks than 
households otherwise comparable to them, it might inspire more 
confidence that marginal resource use out of remittances had 
been accurately identified than if the recipients had been asked 
directly. Unfortunately, as seen earlier in the chapter, relatively 
few household surveys thus far have been well designed for 
obtaining data on remittance income.

At this stage, the evidence on how remittances are used in 
overall terms appears problematic. One can point, for example, 
to studies that find the great majority of receipts being used 
for investment (e.g., 88 percent in Egypt, and high rates also in 
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Pakistan and Guatemala).18 One can also point to work on Latin 
America finding the majority used for consumption (78 percent 
in Mexico, 77 percent in Central America, and 61 percent in Ec-
uador)—though this Latin American study has been criticized 
methodologically for being of the type “How did you spend 
X?”

To put both ends of this range in context, a marginal pro-
pensity to save out of any income as high as 88 percent would 
be exceptional; even if the marginal propensity to invest were 
“only” between 22–39 percent, this would be far from insignifi-
cant. Beyond this, there is certainly no reason to expect that an 
accurate answer to this question will be the same in every set-
ting. It has been argued, for example, that migrants who expect 
to return relatively soon may be interested in investing in assets 
such as housing or a small enterprise to prepare the ground for 
their return (though investment in a business, specifically, prior 
to return implies the ability to trust a relative or other proxy to 
handle matters effectively and reliably on one’s behalf), while 
those planning to stay away may be more concerned with sup-
porting the level of consumption of family members at home.

Beyond this, there is a significant amount of evidence (for 
example, from studies of the Philippines, Mexico, and El Salvador) 
that remittances are often associated with higher investments in 
children’s education, no doubt often with the direct encourage-
ment of the migrant. Studies have also found that remittances 
can make an important contribution to helping ease credit con-
straints to the establishment of new small enterprises (Mexico, the 
Philippines). Finally, at the household and community level, just 
as at the national level, remittances appear to play a significant 
counter-cyclical role of helping to offset fluctuations in incomes, 
thus providing a degree of protection against extreme ups and 
downs. In some settings, though, the need is such that remit-
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tances are regularly providing only the most basic life-support 
or subsistence income.

Pulling�It�Together
To make rigorous overall judgments regarding the impact of 
remittances on incomes, poverty, and distribution within any 
particular society requires considering indirect variables beyond 
the direct impacts discussed so far: macro-economic variables, 
such as the possibility of “multiplier” effects, either positive (for 
real incomes) or negative (via inflation); the possibility that a 
high degree of dependence on remittances at the national level 
might induce appreciation of the exchange rate; and the possible 
impact of remittances on hours worked by recipients. To try to 
pull together not only the direct impacts (with the uncertainty 
that attaches even to them), but also these different indirect 
impacts, two possible approaches suggest themselves, either (i) 
large cross-country econometric studies to see whether remittance 
flows seem empirically to be associated with either positive or 
negative impacts on growth, poverty, or other key variables, or 
(ii) the use of economic models that might be able to simulate the 
interaction between different impacts.

Again, we find that, at this stage, the evidence is less than 
conclusive. Some cross-country studies detect positive impacts on 
growth and/or investment. However, a large study (of 101 coun-
tries), recently undertaken at the IMF, was inconclusive—possibly, 
the authors suggest, because the time frame over which some 
of the impacts play out is both long and variable.19 Taking the 
alternative approach, simulations run on a rather simple “pov-
erty change” model at the World Bank find remittances to have 
a positive impact in reducing overall poverty across countries, 
but it should be reiterated that the model is a basic one that does 
not handle all the interactions that might be significant.20
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What diffeRenCe do finanCial systems 
make?

Does�Finance�Matter?�
In this section, we seek to develop the argument that access (or 
lack of it) to broad, diversified, and reasonably efficient financial 
systems is likely to be an important contributing factor to the 
effectiveness with which remittances contribute to equitable 
development.

We start from a general proposition on the significance of 
financial systems for the “real” economy. Until not long ago, 
economists were far from consensus over whether the scope and 
efficiency of a society’s financial sector made much of a difference 
to how well its economy performed in terms of such indicators 
as the rate of growth. However, recent empirical work has made 
all-out skepticism over the influence of finance on development 
a harder sell. Much-quoted work by King and Levine during the 
1990s found a “statistically significant and economically large 
empirical relationship” between a country’s level of financial 
development in 1960 and its rate of growth over subsequent 
decades (as well as its investment and productivity growth), 
even after controlling for income, education, political stability, 
and key policy variables. A range of subsequent empirical work 
has reinforced the conclusion that “finance matters” for overall 
growth and development.21

In their recent study, Saving Capitalism from the Capitalists, Ra-
jan and Zingales argue that it is not just the size of the financial 
sector that matters, but—critically—the degree to which financial 
institutions are exposed to vigorous competition. Bankers who 
are not under much competitive pressure, they argue, settle for 
the easy life of working with existing types of depositors and 
safe (established) borrowers, rather than aggressively seeking 
new clients to serve, or contributing to innovation by backing 
the outsider with the radically new idea.
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Among the evidence they cite is the “natural experiment” of 
state-level banking deregulation in the US. During the 1970s and 
1980s, different states adopted different approaches to removing 
or retaining traditional barriers in the way of competition for 
established local bankers (for example, prohibitions to branch 
banking or the entry of out-of-state banks). The states that removed 
the barriers experienced increases in their economic growth of 
between 0.51 and 1.19 percent a year; those that resisted financial 
competition saw their annual growth rate decline by an average 0.6 
percent. In a different context, studies of countries where foreign 
banks were allowed to enter the domestic market found that the 
access of the less affluent sections of the population improved as 
a result of the enhanced competition facing the local banks.22

Remittances�and�Financial�Institutions
A significant amount of work has been done on the relationship 
between remittance senders and financial institutions in the 
specific context of the costs of effecting international transfers 
from the sender to the ultimate beneficiary. These costs have 
themselves attracted attention not only from analysts, but also 
from policy-makers (in both origin and destination countries) 
concerned at the steep unit costs faced by some migrants need-
ing to send money home.

Sending remittances home can indeed be a costly business for 
some migrants. This is especially true for small amounts, reflect-
ing the fact that most of the costs involved in making a transfer 
(such as staff time) are more-or-less invariant to the size of the 
sum involved. Examples cited in the World Bank’s “Global Eco-
nomic Prospects 2006” include an estimated cost of 21 percent of 
the total sum to send 40 euros between Belgium and West Africa 
(falling to under 4 percent as the size of the transfer reaches 900 
euros), and over 10 percent to send $100 from the US to Mexico 
via the major money transfer companies (falling to less than 3 
percent for a transfer of $500).23
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The evidence seems clear that the transfer fees charged are 
highly responsive to the extent of competition among different 
service providers between any two end-points, as well as—more 
broadly—the quality of institutional (and physical) infrastructure 
at either end. Initiatives to remove artificial barriers to compe-
tition in this field (and to encourage transparency in what are 
often highly opaque sets of fees and currency exchange margins) 
seem to have considerable potential to benefit migrants and their 
families, not only by saving them the “deadweight loss” of ex-
cessive fees, but also because empirical work shows the volume 
of remittances to be elastic with respect to the level of transfer 
costs. In some countries, recent efforts to promote competition 
and transparency have already produced results in the shape of 
significant reductions in prevailing charges.

A more specific finding, relevant especially for low-income 
migrants, and a fortiori for those who are undocumented, is that 
transfers effected through banks tend to bear significantly lower 
fees than those made through dedicated money transfer compa-
nies—not infrequently around half as much.24 It is possible that, 
in return, the transfer companies sometimes offer superior physi-
cal convenience (longer hours, perhaps, or denser networks in 
neighborhoods with a large number of immigrants, or in regions 
with many remittance recipients). Even so, both migrants and 
their families are likely to benefit from efforts to make it easier 
for them to access banks’ diversified services—including (but 
not limited to) their money transfer services.

A noted recent advance has been the successful effort to induce 
US banks to accept the Mexican government’s consular identity 
document (matricula consular) as a basis for allowing holders to 
establish bank accounts in the US. This program may very well 
hold lessons for other countries, and there are reports of some 
in Central America following in Mexico’s footsteps.

Beyond these kinds of innovations at the policy level, in-
creased competition for remittance business is generating a lot of 
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commercially driven innovation. Various institutions now offer 
innovative card-based services—for example, joint accounts held 
by the remitter and a family member at home, who may be able to 
withdraw funds via ATMs. Numerous cross-national institutional 
alliances have been springing up to handle remittance transfers, 
involving various combinations of banks, credit unions, and mi-
crofinance institutions from different countries. Even businesses 
from outside the financial sector are getting involved: Philippine 
nationals working in Hong Kong, for example, can reportedly 
now use 7-Eleven convenience stores to send remittances home.25 
Businesses are even offering the possibility to send remittances 
in kind: in Mexico, the Philippines, and Senegal, for example, 
there are shops that will allow a migrant to order and pay for a 
television set or essential medicines to be released to a family 
member at home.

Financial�Services�for�Remittance�Recipients�
Beyond improvements related to the act of transferring funds, 
there is good reason to believe that many remittance recipients, 
like many others in the developing world, could benefit consider-
ably from increased access to a range of diversified and sustain-
able financial services. Benefits may include the ability to make 
better use of their remittance receipts.

Over recent years, a good deal has been learned about the 
difference that access to financial services can make to the qual-
ity of life of individuals and families. Muhammad Yunus of 
Grameen Bank, for example, realized that many poor village 
women in Bangladesh had opportunities to develop small-scale 
entrepreneurial activities, but few options to borrow the small 
amounts of capital required—other than from moneylenders who 
charged steep rates of interest. Grameen Bank and institutions 
like it were able to demonstrate the potential viability of micro-
credit—including the critical lesson that the poor did not need 



David�de�Ferranti�and�Anthony�J.�Ody74

the subsidized interest rates that had contributed to the downfall 
of so many earlier government-run credit schemes.26

Without minimizing the importance of small loan programs, 
the fact remains that for most people—even among the poor—
secure ways to save are a higher priority than access to credit. 
Natural entrepreneurs are a minority within most populations, 
yet almost everyone beyond the utterly destitute aspires to save 
at some point, whether on a short-term or seasonal basis, or for 
medium-to-longer-term purposes. A 2004 global survey by the 
Consultative Group to Assist the Poor (CGAP) found that, among 
existing microfinance institutions (accounting in total for some 
750 million savings and/or loan accounts), the number of sav-
ings accounts outnumbered the number of loans by a factor of 
four to one.27

If almost everyone wants to save, all too many of those out 
of reach of banks or even microfinance alternatives have few 
good ways to do so. Savings in-kind—cows, gold jewelry—are 
illiquid (one cannot sell half a cow) and risky (the cow may die, 
the jewels may be stolen). Traditional savings clubs, known as 
merry-go-rounds in Kenya, tandas in Mexico, chit funds in India, 
kibati in Tanzania, and esusu in Nigeria, represent a triumph of 
ingenuity in coping with a dearth of institutional savings vehicles. 
But compared to a savings account, these clubs are inflexible, un-
responsive to individual requirements, and vulnerable to moral 
hazard. In the absence of better alternatives, some villagers in 
India entrust their savings to itinerant deposit-collectors who, far 
from paying interest, charge safe-keeping fees of up to 30 percent 
on an annualized basis—a striking indicator of the cost of not 
having access to financial services.28 Ugandans with access to 
savings accounts save three times as much as those without.29

Some of the obstacles to financial “access for all” are physical: 
distance, low population densities, and poor communications 
systems can make it hard to maintain traditional banking net-
works in remote regions. Some may be institutional: the typical, 
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rather formal, bank office must appear a forbidding place to an 
illiterate villager who perhaps speaks only a local dialect.30 Some 
can be policy-induced: “usury” laws that prevent microfinance 
providers from charging the interest rates needed to make their 
operations viable, or barriers to new competition that protect 
incumbent bankers. Data on access to financial services (as mea-
sured, for example, by possession of a bank or savings account 
of some kind) are subject to significant deficiencies, but they do 
show enormous variation between different countries. In some 
OECD countries coverage can be over 95 percent (average of 90 
percent). In developing countries, by contrast, the average has 
been estimated to be only 26 percent, with significant variation 
around this mark.31

In countries with a reasonably competitive financial sector 
environment, the arrival of significant remittance flows can itself 
represent an important new business opportunity with potential 
to encourage financial institutions to improve recipients’ access to 
banking services. More broadly, there are now signs, in countries 
where the policy environment is at least reasonably supportive, 
of an upsurge of innovation in financial services for the poor, 
including experimentation with new forms of institutional design 
and/or new technologies. To cite just a few examples:32

In post-apartheid South Africa, the Postbank and the four 
main commercial banks launched low-cost bank accounts 
targeted at lower-income groups. Standard Bank launched 
an E-Bank program, with card-only access to savings ac-
counts.

India is discussing allowing different banks to offer competing 
services through the post office network. In Brazil, the govern-
ment auctioned the right to offer banking services through 
the post offices. In South Africa, customers can use post office 
facilities to apply online for loans from any bank.

•

•
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An increasing number of developing countries now permit 
use of pre-paid cards, either as general substitutes for credit 
or debit cards, or for specific uses (e.g., phone cards). Inter 
alia, migrants may purchase pre-paid cards to send to family 
members, offering a relatively low-cost transfer mechanism, 
provided the home country allows for their use domesti-
cally.

Use of cell phones for banking is now common in parts of Asia 
and is being explored, partially under a joint Vodafone-UN 
Foundation initiative, in several African countries.

In Uganda, Hewlett-Packard is working on remote transaction 
systems with handheld devices.

Grameen Bank continues to expand its product range, includ-
ing introducing ten-year retirement savings accounts that pay 
12 percent interest. Savers can take the proceeds as either a 
lump sum or an annuity.

Banco Solidario, a microfinance bank from Ecuador, is tar-
geting the large Ecuadorian diaspora in Spain and Italy with 
money transfer and contractual savings schemes marketed 
through locations in Europe.

In the West African Economic and Monetary Union, a coali-
tion of microfinance institutions and NGOs, supported by 
donors, successfully lobbied for reform of a “usury” law 
that had capped lending rates at double the Central Bank’s 
discount rate (implying a maximum loan interest rate in 1997 
of around 13 percent).

If governments provide a supportive policy environment—includ-
ing, above all, policies and regulations that promote competition 

•

•

•

•

•

•
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for the benefit of consumers, rather than protection of incumbent 
financial institutions—ingenuity and innovative technology can 
continue to extend the reach of organized financial services to 
many millions currently trying to manage their lives without 
these services.

beyond tRaditional RemittanCes

So far, we have focused on what might be described as the “tra-
ditional” pattern of migrant transfer: the remittance of funds 
between individual migrants, on the one side, and individual 
recipients, on the other. In this section we take a brief look at a 
variety of more or less innovative efforts to manage migration-
related flows in a more systematic way—whether by voluntary 
collective groups, government bodies, or for-profit agencies—gen-
erally with the goal of maximizing the impact of such flows on 
development.

A recent study by Johnson and Sedaca of the relationship 
between migrant diasporas and home-country development 
provides the following useful taxonomy of different models of 
interaction:

remittances;

collective remittances for community development;

diaspora business and investment;

diaspora-based investment instruments; and

knowledge transfer/reverse brain drain.

With category (1) having provided the focus of the present chapter 
thus far, and category (5) raising issues that extend well beyond 

1.

2.

3.

4.

5.



David�de�Ferranti�and�Anthony�J.�Ody78

this chapter’s mandate, the balance of the present section focuses 
on instruments fitting into categories (2), (3), and (4) above.33

Pooled�Resources�for�Community�Development�
Emigrants from Mexico, Central America, and the Caribbean, as 
well as from some African countries, have clubbed together to 
generate pools of resources to promote community development 
in their countries of origin. The most widely quoted examples 
are the US-based hometown associations (HTAs) of emigrants 
from Mexico, El Salvador, and other countries in Central America 
and the Caribbean. HTAs have sought to promote hometown 
development primarily through support for local infrastructure 
investments, in areas such as health, education, electrification, 
water and sewerage, and roads.

The aggregate of these resources represents only a small 
proportion of migrant-related flows—one estimate suggests that 
Mexican HTAs mobilized somewhat over $30 million in 2002,34 
which would have been well below 1 percent of total remittances 
to Mexico. Nonetheless, the potential of HTAs has attracted at-
tention from both local governments and development agencies. 
In the state of Zacatecas, Mexico, the federal, state, and municipal 
governments each pledge to match migrants’ resources dollar for 
dollar. The program reportedly generated some $10.9 million in 
HTA resources in 2002.35 Development agencies working with 
HTAs include the Pan American Development Foundation (PADF) 
and the Inter-American Foundation (IAF).

The scale of typical HTA-supported projects is relatively small 
and localized in scope—in Mexico, a representative HTA may 
mobilize between $5,000 and $20,000. Qualitative assessments 
of the effectiveness of HTA efforts indicate that much depends 
on individual circumstances. With HTAs relying essentially on 
volunteers’ time, effort, and know-how, the degree of commit-
ment and expertise brought by different HTAs’ memberships may 
vary widely. Knowledgeable sources interviewed by Johnson and 
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Sedaca pointed out that HTA-supported projects were in many 
ways similar to those funded by development agencies, and that 
the involvement of diaspora resources per se did not obviate the 
need to get basic issues of design and implementation right.

Significantly, the PADF and IAD programs both stress the 
importance of training and technical assistance to HTAs (and their 
local counterparts) in such areas as community needs assessment, 
program design and implementation, financial management, 
monitoring and evaluation, etc. This said, Johnson and Sedaca 
suggest that the most significant and distinctive contribution of 
the HTAs can sometimes be a cultural one: “[to] transform the 
political culture and local politics by energizing local activism 
and civic participation, as well as encouraging transparency and 
accountability within community and local government.”36

Diaspora�Business�and�Investment
The role of diasporas in helping to identify, create, and exploit new 
business opportunities goes far beyond the scope of the present 
chapter. As is widely known, after the People’s Republic of China 
launched its economic reforms in the late 1970s, overseas Chinese 
communities who had already successfully developed extensive 
business opportunities in regions like Southeast Asia were also 
quite effective at spearheading massive new investment into 
mainland China, especially for the exploitation of new export 
markets. Although quantitatively on a smaller scale, the expertise 
of expatriate Indians is also credited as a key ingredient in the 
recent development of the Indian software industry. A number 
of other diasporas—and/or home-country governments—have 
taken deliberate steps to introduce greater organization and co-
ordination into efforts to promote the commercial development 
of their homelands. Networks have been organized, for example, 
for overseas Lebanese, Armenians, South Africans, and citizens 
of the Caribbean islands.
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Diaspora-Based�Investment�Instruments
In a number of countries, efforts have been made to develop 
investment vehicles specifically targeted to members of the di-
aspora, with the expectation that they may have a higher natural 
propensity to want to invest in assets identified with the “old 
country.” The nature of these vehicles has varied quite widely. 
One model comprises a mutual fund (“country fund”) that targets 
equity investments in the country of interest, and is managed 
by experienced investment managers (often drawn from within 
the specific diaspora community). The International Finance Cor-
poration (IFC), the private sector development arm of the World 
Bank, has been active in helping to organize country funds in 
a variety of “emerging market” settings, including a number of 
the countries of Eastern Europe and the former Soviet Union. 
Even with the best management, individual country funds are 
by their nature “undiversified” with respect to country-specific 
risks, whether economic or political, and depend significantly for 
their success on the effectiveness of receiving state policy-makers 
in establishing a positive investment climate.

A different model for mobilizing diaspora resources for 
home-country development is the Sovereign Diaspora Bond. This 
instrument is issued by national governments, with the proceeds 
intended for the support of public programs such as infrastructure 
investments. Perhaps particularly when a country does not have a 
long track record with international bond issuance, governments 
may well hope that expatriate nationals, receptive to a patriotic 
appeal, may be less demanding as regards terms (and perhaps 
also less likely to bail out in trying times). Pioneered by the State 
of Israel in its early years of existence, this type of bond has by 
now been issued by such countries as Bangladesh, China, India, 
Lebanon, Pakistan, and the Philippines.37 The sums involved can 
be substantial—India, for example, made issues of $4.2 billion in 
1998 and another $5.4 billion in 2000. As yet another model again, 
financial institutions in a number of countries have begun to issue 
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remittance-backed bonds, securitized by expected future inflows. 
Banco do Brasil, as well as banks in El Salvador, Mexico, Panama, 
and Turkey, are reported to have issued bonds of this kind.

key poliCy impliCations

Governments both in host and origin countries have considerably 
increased their awareness of the importance of remittances and 
other migration-related flows over recent years. As this chapter 
has shown, remittances are by now among the largest financial 
flows to developing countries. Some nations, such as those un-
der extreme political stress, could hardly manage without them. 
Whatever caveats may be raised, remittances appear, overall, to 
have a number of attractive features. They are generally stable, 
and often counter-cyclical. They put resources directly into the 
hands of people who are mostly poor or at least living on modest 
incomes. They frequently help to promote such equity-building 
goals as enhanced education for young people who might oth-
erwise miss out on it.

Governments in both host and origin countries should be 
encouraged to continue and intensify efforts to help migrants 
access transfer channels that are cost-efficient and transparent. 
This means, in general terms, trying to eliminate any artificial 
regulatory barriers to wide competition among different financial 
institutions. It includes steps (like the Mexican matricula consular) 
to help migrants access formal financial services. Governments 
can also take direct action to promote transparency—for example, 
the British government now maintains a website that shows how 
much different institutions charge to send money from the UK 
to a wide range of overseas countries.38

More broadly, governments should aim to maintain finan-
cial sector policies and regulations that promote a high degree 
of effective competition in the provision of financial services. 
Barriers to entry should be viewed with suspicion, as should 
regulations such as “usury laws.” Along with attacking regula-
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tory distortions to the investment climate more broadly, a policy 
framework that allows competing suppliers to offer a wide range 
of financial choices is one of the most important contributions 
that governments can make.

Beyond this, governments and development agencies may 
usefully bear in mind that, both individually and collectively, 
migrants and their family members have their own expectations 
and priorities for the use of their own resources. In the wise words 
of a recent study, agencies that aspire to encourage migrants to 
make what the agencies perceive as an enhanced contribution to 
development need to remember and respect the migrants’ and 
recipients’ own priorities and to “meet them where they are.”39

In a different vein, some have objected that, based on the his-
torical record, remittances per se have not—in and of themselves—
provided the basis for countries’ achievement of “development” 
(itself, it may be noted, not a straightforward or unambiguous 
concept to define). Self-evidently, no source of financial resources 
can substitute for sound domestic policies, the development of 
capable institutions, essential public investments in infrastruc-
ture and human capital, and the other complementary measures 
needed to create a balanced and sustainable development process. 
This said, remittances do provide one important element (among 
others) within the overall set of resources available to support 
many developing countries in today’s world, and directly help 
many millions of vulnerable people to live better lives than they 
would otherwise do. As demonstrated earlier, significant depen-
dence on remittances at the country level is not inconsistent with 
solid overall economic performance.

The key challenge for recipient states, and for foundations 
and others who wish them well, will be to promote complemen-
tary measures and policies—including in the financial sector, as 
argued above—that will enable these important resources to be 
utilized as effectively and beneficially as possible. For countries 
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that have experienced significant outward migration, remittances 
are no “silver bullet”—but with appropriate policies, they may 
at least provide a “silver lining.”
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endnotes

1 The authors appreciate the assistance of Yamillet Fuentes in helping 
to prepare this chapter for publication.

2 World Bank 2006a: 26–27.
3 Orozco et al. 2005.
4 Freund and Spatafora 2005. The study is also summarized in World 

Bank 2006: Annex 4A.1.
5 Orozco et al., op. cit. 
6 Note that if barriers to formality take forms not reflected in the 

estimated financial costs of transmission—e.g., heavy paperwork 
requirements—this particular model would tend to underestimate 
informality. 

7 World Bank 2006a: 90.
8 Public discussion in Mexico typically works from a figure of around 

$20 billion a year for total remittances. We would re-emphasize 
that the figure in the text excludes allowance for informal flows.

9 The Dominican Republic, for example, which ranks twelfth globally 
for the share of remittances in GDP, sustained average growth of 
6.0 percent over 1990–2002. In total, out of the eighteen countries in 
the “top twenty” with respect to remittance intensity (World Bank 
2006a: 90) for which growth data are available, eight sustained 
average growth of above 4 percent over this extended period, and 
another three grew between 3 and 4 percent per annum. At the 
opposite end of the spectrum, three countries experienced negative 
growth (Moldova, Haiti, and Tajikistan). 

10 World Bank 2006a: 99–100.
11 Orozco et al., op. cit.
12 Kocchar 2005. 
13 According to Bouquet’s analysis for Mexico, “a good pollero (smug-

gler) costs . . . as much as $2000.” Bouquet 2005.
14 On the inter-generational transmission of status (and inequality) 

in developing countries, see World Bank 2006b; de Ferranti et al. 
2004. 



What�Can�Remittances�Do�for�Equitable�Development? 85

15 World Bank 2006a: 121–122. 
16 World Bank 2006a: 92–93.
17 World Bank 2006a: 120–121.
18 For this and the subsequent paragraph, see World Bank 2006a: 

127–128.
19 World Bank 2006a: 104–105.
20 World Bank 2006a: 119.
21 Useful surveys of recent work on the relationship between finance 

and overall development include: Levine 1997; Raghuram and 
Zingales 2004. For the related but distinct field of the significance 
of financial access to the individual, see, e.g., the survey article by 
Claessens 2005; Helms 2006.

22 Claessens, op. cit. 
23 See World Bank 2006a: 135–157, which deals with remittance costs 

in considerable detail.
24 Claessens, op. cit.; World Bank 2006a: 137.
25 Hernandez-Coss 2005 provides information on a significant 

number of new partnerships. World Bank 2006a also has relevant 
examples.

26 Any good study of microfinance will cover the disastrous experi-
ence of subsidized government credit schemes (see Helms 2006, 
for example). Cheap credit nominally intended for the poor was 
almost invariably appropriated by the well connected, a culture of 
non-repayment typically developed, and the intermediary banks 
proved financially unsustainable and dependent on continuing 
inputs of public (and/or donor) funds. 

27 Helms 2006: 24.
28 Helms 2006: 38.
29 Helms 2006: 25.
30 Several writers have produced classifications of the different di-

mensions of “access” to financial services—and the reasons why 
individuals might be excluded, or exclude themselves (see, e.g., 
Claessens, op. cit.).
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31 From Claessens 2005, whose Table 1 pulls together data on access 
to banking services drawn from household budget surveys and 
other sources for over thirty developing countries.

32 Drawn primarily from the works by Claessens 2005 and Helms 
2006 (above) supplemented for the mobile phone case by direct 
information from the UN Foundation. The case study of the West 
African “usury” law reform is from Ledgerwood 1999.

33 This section draws primarily on Johnson and Sedaca 2004.
34 The estimate, originating with an official of USAID, is quoted in 

Johnson and Sedaca, op. cit.: 21.
35 Orozco as quoted in Johnson and Sedaca 2004: 28.
36 Johnson and Sedaca 2004: 22.
37 Johnson and Sedaca 2004: 50.
38 http://www.sendmoneyhome.org managed by the Department for 

International Development (DFID).
39 Johnson and Sedaca 2004: vii.
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CHaPter 4

the Janus face of Diasporas

Devesh Kapur

89

While much has been written celebrating the role of diasporas, 
their darker aspects are becoming more apparent as well. Like 
Janus, the Roman god represented with two faces, each look-
ing in opposite directions, diasporas have shown themselves 
to have dual natures, with sometimes conflicting identities 
and allegiances. Since diasporas reside outside their kin-state 
yet claim a legitimate stake in it, they challenge the traditional 
boundaries of nation states. And as actors that straddle national 
boundaries, diasporas have recourse to autonomous resources 
and values. Moreover, unlike most domestic actors, they can 
more easily interact with other actors across state boundaries. 
This chapter explores some of the negative effects of diasporas 
on the country of origin.

This chapter highlights three mechanisms whereby inter-
national migration and diasporas can have negative effects: 
economic impacts on institution building and equity, overseas 
networks and the flow of ideas, and long-distance nationalism. 
Negative economic effects can result from the absence of human 
capital critical for institution building. As institutions are critical 
for development, the long-term effects can be detrimental. And 
while remittances can have positive impacts on poverty, their 
effect on equity is more problematic. Negative effects also stem 
from overseas networks and the flow of ideas. The impact of the 
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flow of ideas due to international migration might be greater than 
the flow of money. However, this is not necessarily positive—new 
skills could lie as much in the organization and techniques of 
violence as in new agricultural techniques. Diasporas are the key 
drivers of global criminal networks and contribute to increases 
in crime worldwide and in their countries of origin.

However, it is the related phenomenon of long-distance 
nationalism, specifically the greater possibility that diasporas 
finance and support extremist organizations (groups or parties 
more prone to using violence) that truly gives diasporas their 
Janus face, rendering their involvement in the country of origin’s 
politics both more significant and more dangerous. This chapter 
will examine this issue in the most depth, looking at policies and 
conditions in origin states and host countries, as well as diaspora 
motivations, that may influence the likelihood, intensity, and types 
of long-distance nationalism. Finally, the chapter will explore 
long-distance nationalism through three case studies: the Indian 
diaspora, Sri Lankan Tamils, and Pan-Islamic diasporas.
 
diaspoRa Channels of influenCe

An important question to ask before looking at the negative ef-
fects of international migration on the country of origin is how 
are these effects realized? One framework for analyzing these 
effects identifies four principal channels: prospect, absence, dias-
pora, and return (Kapur and McHale 2005). The prospect channel 
captures how the simple possibility of leaving the country can 
affect individuals’ decisions, in particular their decisions to 
acquire human capital and invest in social capital, which may 
affect both the level and mix of human capital in the country. The 
absence channel measures the direct effects when some fraction 
of a country’s population has emigrated. For instance, if these 
individuals have institution building abilities, their loss could 
have deeply inimical consequences on the country’s institutions. 
This will be discussed in more detail below. The diaspora channel 
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captures the role emigrants play from afar and is the one we are 
most concerned with in this chapter. The central idea is that an 
emigrant retains certain connections to the home country, and 
so should not be viewed as “just another foreigner” from the 
perspective of the home country. They may be more likely to 
transact with those in the country of origin, act as intermediar-
ies, or send back remittances, both financial and social. The final 
channel through which emigration affects the country of origin 
is the return channel, when emigrants return with new skills, 
savings, connections, and ideas.

How are diaspora members participating in the politics of 
their countries of origin? In some cases they have the right to 
vote—whether as dual citizens or as citizens residing abroad. 
Perhaps more importantly, they influence the voting preferences 
of kin in the country of origin, an influence that is amplified if 
they send financial remittances (the diaspora channel). In other 
cases, they return and run as candidates themselves (the return 
channel). Where direct participation is ruled out, diasporas 
attempt to influence politics in the country of origin through 
financial contributions to political parties and candidates. The 
impact of these contributions will depend both on the relative 
magnitude of these contributions as well as the groups and par-
ties to which they are made. The general claim is that diaspora 
members have greater average incomes than individuals in their 
country of origin—after all, why leave for a lower income? This 
increased wealth gives diaspora members greater potential for 
political influence.

Another channel through which a diaspora can affect the 
politics of its country of origin is through its influence on policy 
changes, particularly on issues where the diaspora has strong 
economic interests. Thus, a developing country’s political economy 
might be affected not just by the usual sources of influence—be it 
the Bretton Woods Institutions, international financial markets, 
or the US Treasury—but also by its diaspora, in particular if 
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the latter enjoys legitimacy and points of contact with decision-
making elites in the country of origin.

negatiVe eConomiC impaCts on institution 
building and equity

It has become a virtual truism in recent thinking on economic 
development that institutions are the sine qua non of develop-
ment (Acemoglu et al. 2005; Hall and Jones, 1998; Rodrik et al. 
2004). But who is going to improve domestic institutions, and 
thus raise the development prospects of developing countries? 
Talented individuals—the ones with the most internationally 
marketable skills—are likely to be critical sources of both the 
supply of and demand for better institutions. International 
migration from developing countries is invariably positively 
selected; that is, the human capital of migrants is greater than 
those remaining behind. To the extent that this human capital 
is critical for institution building, and institutions are critical 
for development, the long-term effects of the absence of these 
migrants can be quite negative.

The loss of human capital can adversely affect a country’s 
institutions in several ways. The option to emigrate could make 
younger people less willing to invest in skills that are most rel-
evant to local institutions, preferring instead to invest in private 
sector skills that are more internationally marketable—becoming 
programmers, for example, rather than lawyers. Most critically, 
the absence of talented individuals affects the supply of institution 
builders. These are the professional classes with the managerial 
and technical capabilities to run schools, hospitals, banks, and 
government statistical systems, and to supervise road building 
and the like. As Fukuyama (2004:65) notes, “public agencies with 
poorly trained staff and inadequate infrastructure will have dif-
ficulty delivering services.” The implications of the loss of scarce 
educated individuals may go beyond the loss of their narrowly 
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defined human capital: it also undermines social capital, and 
with it the more informal parts of the country’s institutional 
infrastructure.

In addition, absence can also impact the demand for better 
institutions. While by no means universal, historically the middle 
class—professionals and intellectuals—has played an important 
role in democratization (Kurzman and Leahey 2004). The more 
educated, and internationally marketable, are often better po-
sitioned to exercise “voice” and press for changes in the status 
quo—although it is certainly possible that highly talented indi-
viduals have a stake in the continuation of bad institutions that 
allow them to extract rents. Emigration can thus rob the country 
of influential voices for reform, especially those not in the busi-
ness of rent extraction at home (Kapur and McHale 2006).

The effects of migration on equity are complex, depending 
critically on who leaves. Emigration with a given skill composition 
changes the size and composition of the domestic labor supply, 
and with it the distribution of incomes among those remaining 
behind. The absence of migrants with certain skills will have 
adverse impacts on income distribution due to an increase in the 
skill premium. Although there is now considerable evidence of 
the importance of remittances in reducing poverty (see World 
Bank survey, 2006, chapter 5), their effects on equity are more 
ambiguous. Indeed, remittances are more likely to amplify inter-
household inequality, especially in the short run, although this 
may change over the medium and the long run both because of 
the spillover effects of remittance spending and the lower risks 
of migration for lower-income households. Another negative 
impact of migration on equity is its possible effects of amplifying 
regional and inter-ethnic inequality, since migrants are rarely 
randomly selected, but rather concentrated by towns and regions 
of the sending country.
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negatiVe effeCts fRom the floW of ideas 
and fRom netWoRks

While the flow of financial remittances has received much atten-
tion, it is quite possible that it is the less visible, non-quantifiable, 
and intangible remittances, namely “social remittances” or the 
flow of ideas, that may have a more critical impact than their pe-
cuniary counterpart. However, there is no reason that is always 
necessarily positive. The new skills may, for instance, focus on 
the organization and uses of violence. Pakistanis and Yemenis 
who migrated to Afghanistan to fight in the wars there, and 
then returned, have brought home a set of new ideas unlikely 
to be beneficial to their countries. Similarly, gang members of 
Central American origin in the United States who are deported 
back to their countries are much more adept in the use of guns. 
This has increased the levels of violence in their countries when 
they return.

A different way of thinking about the flow of ideas is the role 
of migration in changing preferences and expectations. If, for 
instance, migrants are drawn from elites, their policy recommen-
dations may have a more elite bias. Most of the 40,000 physicians 
from India practicing in the United States are involved in lucrative 
high technology tertiary health care. Their skills and policy advice 
in India reflect these experiences, rather than address the massive 
primary health care lacuna in India. Low-income households in 
Mexico where a member is a migrant to the US appear to have 
more neoliberal leanings than those households that do not have 
any member in the US (Kapur and McHale 2005).

The network effects of diasporas are also not an unalloyed 
blessing. The growth of diasporas has strengthened transnational 
criminal networks. According to United Nations estimates, in-
ternational crime is a $1–1.5 trillion annual industry, with drug 
trafficking, illegal arms trading, human trafficking and smuggling 
(especially of women and children for prostitution and servitude), 
and money laundering constituting the principal activities. While 
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the impacts are large on both source and destination countries, 
the effects are understandably much greater on the former. These 
transnational links provide domestic criminal groups in source 
countries with substantial financial resources that are often large 
enough for them to emerge as significant political actors, with the 
power to destabilize weak states. The profits from drugs, often 
funneled through diasporic networks, have played important 
roles in the ongoing violence in Colombia, in warlordism in 
Afghanistan, and in Haiti’s narco-coup in 2004. These activities 
bring in billions of dollars of revenue to source countries each 
year, but also increase their economic dependence on drug traf-
ficking, prostitution, and other forms of illegal activity. Virtually 
all international criminal networks—whether Albanian, Italian, 
Colombian, or Chinese—rely upon their respective diaspora as 
a base for their activity.

There are several factors underlying the growing role of 
diasporas in international criminal activities. As with any 
business, international criminal activity requires enforcement 
mechanisms and trust, and diasporic networks can more easily 
internalize these mechanisms. Increased migration—much of 
which stems from states with weak economies and political in-
stability—has created a large demand for both financial support 
and larger global networks. In many cases, the strength of such 
networks is compounded by diasporas’ weak integration into 
host societies. Finally, forced repatriation of felons, such as from 
the US to Central America, has also strengthened international 
criminal networks.

Much like any international industry, many criminal networks 
rely upon expatriated populations to help facilitate their activi-
ties abroad. Probably the best-known organized crime group in 
the world is the Italian mafia, which has an extensive presence 
in expatriate Italian populations throughout Europe, Central 
and South America, the Caribbean, the US, and Canada. Other 
well-known examples include Russian organized crime; ethnic 
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Albanian criminal groups; mainland Chinese gangs and triads 
from Hong Kong, Macao, and Taiwan; Japanese yakuza; and Ni-
gerian criminal organizations.

The Russian mafia is arguably the most educated international 
crime group and is particularly active in the oil and gas trad-
ing sectors and financial markets, as well as in the sale of arms 
overseas. With a presence in over sixty countries, it is especially 
influential in Eastern and Central Europe and in overseas resorts 
frequented by Russian speakers. Ethnic Albanian criminal groups 
originating from Albania or Kosovo are typically from tight-knit 
clans. Since the end of the Cold War they have expanded beyond 
their borders to become the most significant of smaller criminal 
groups active in trafficking drugs, arms, cigarettes, illegal aliens, 
and women for prostitution. Chinese organized crime has strong 
connections in Chinese enclaves around the world, particularly in 
the Netherlands, the UK, and Germany. Traditional triad groups 
from Hong Kong and Taiwan have been joined in recent years 
by mainland Chinese criminal gangs, which have expanded 
beyond traditional extortion, gambling, and trafficking in illegal 
aliens and drugs into more sophisticated areas such as credit card 
fraud, computer chip theft, and intellectual property rights viola-
tions. Though the Japanese organized crime syndicates known 
as yakuza mostly operate domestically, they have expanded into 
Asia, Australia, and the Western Hemisphere, acquiring guns, 
narcotics, and women for prostitution for the Japanese market. 
Nigerian criminals take advantage of large West African popula-
tions worldwide to operate global networks of drug trafficking as 
well as sophisticated, lucrative fraud schemes. Recent estimates 
suggest that 500 Nigerian criminal cells are operating in at least 
eighty countries. They are the world’s most active traffickers of 
Asian heroin and are increasingly trafficking South American 
cocaine. In recent years, South American organized crime has 
increased as well, expanding into sectors such as money launder-
ing and the production of counterfeit goods.
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long-distanCe nationalism

Most explanations of why diasporas engage in long-distance 
nationalism cite cognitive reasons centering on identity issues as 
the driving force. However, these theoretical explanations are of 
little help in understanding the intensity of a diaspora’s national-
ism relative to that in the country of origin, the intensity of one 
diaspora’s nationalism relative to others, or what form this long-
distance nationalism takes: whether ethnic or civic nationalism. 
Diasporas engage in the variegated forms of civic nationalism, 
ranging from lobbying the government of their adopted country 
on foreign policy to sending funds during a natural calamity. 
Yet they also support, to varying extents, ethnic nationalism, 
whose consequences can be deeply inimical but can also be eas-
ily exaggerated.

Diasporic identities range from the cosmopolitan to virulent 
ethnic nationalism. It should therefore not be surprising that 
the actions of a diaspora toward the country of origin manifest 
themselves in complex ways. The fact that diasporas are prone 
to long-distance nationalism is now well established, and indeed 
nationalism as a modern phenomenon of imagined communi-
ties is one that often grew in the minds of diasporic elites. The 
creation of Italy did not create Italians—and when they migrated 
in large numbers to the Americas in the late nineteenth and early 
twentieth centuries they did so as Sicilians, Neapolitans, and the 
like. Yet it was in the Americas that the narrower identities fused 
to form a nascent “Italian” identity (Gabaccia 2000). The act of 
migration and living abroad affects identities, attenuating some 
and amplifying others—but which ones, and why?

The role of diasporas in ethnic violence and civil wars in 
the country of origin has drawn particular attention given the 
serious implications (Shain and Sherman 1998). Historically, how-
ever, the long-distance nationalism of diasporas was portrayed 
in a more benign and positive light as the activity of “freedom 
fighters.” Such was the case with Greek, Polish, Irish, and Slo-
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vak diasporas in the nineteenth and twentieth centuries, or the 
communities of Russian Socialists throughout Western Europe 
at the start of the twentieth century. Context makes an ideology 
appear threatening or not. While diasporas in the earlier period 
were fighting multinational nondemocratic empires, today they 
are battling democratic states and, hence, are perceived as more 
threatening.

The charge that a diaspora has supported a hard-line ul-
tra-nationalist group in the country of origin is a familiar one. 
Diasporas have played a particularly important role in sustaining 
insurgencies. The cases of Palestinian, Irish, and Sri Lankan Tamil 
diasporas helping foster strong insurgencies are well-known. The 
sudden upsurge in strength of the Kosovo Liberation Army during 
the summer of 1998 at the expense of more compromise-oriented 
Kosovo elites may have been at least partially due to fundrais-
ing efforts by the Albanian diaspora in the West. The Croatian 
diaspora was quite effective in helping swing the international 
community behind the Croats in their conflict with the Croatian 
Serbs in the mid-1990s. Armenian migrants in the United States 
fought hard in the 1990s to compel the US government to halt 
both its diplomatic overtures to the government of Azerbaijan 
and its efforts to help US oil companies secure exploration and 
drilling contracts in that petroleum-rich Caspian state. The ob-
ject of these moves was to weaken the long-term potential of the 
future Azerbaijani military threat to landlocked, resource-poor 
Armenia.

Collier and Hoeffler (2000) find that, all other factors being 
equal, the risk of conflict starting after at least five years of peace 
is six times greater in nations with the largest diasporas as com-
pared to those with the smallest. Moreover, “after peace has been 
restored, the legacy of conflict-induced grievance enables rebel 
movements to restart conflict by drawing on the support of their 
diasporas.” Still, although their study also presents suggestive 
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evidence that diasporas are an important factor in civil wars, their 
importance relative to other factors continues to be disputed.

Why have diasporas emerged as important actors and sup-
porters of civil insurgencies, militant movements, and terrorism 
around the world? Prior to the end of the Cold War, states were the 
crucial supporters providing direct military hardware, financial 
resources for manpower recruitment, and diplomatic support. 
Since then, state support for ideological movements has waned 
even as that given by diasporas has increased. In their survey of 
74 active insurgencies between 1991 and 2000, Byman et al. (2001) 
found that 44 received state support of a magnitude critical to the 
survival and success of the movement; another 21 movements 
received significant support from refugees, 19 received signifi-
cant support from diasporas, and 25 gained backing from other 
outside actors, such as Islamic organizations or relief agencies. 
Table 1 lists diaspora support for extremist causes (including 
insurgencies) in the “home country.” Non-state actors including 
diasporas are playing a particularly important role in funding. 
Not only is their contribution substantial, but it is also more reli-
able, being less susceptible to the rapid changes that frequently 
characterize state support.

We will next turn to some factors that affect the likelihood 
and intensity of diasporic long-distance nationalism. Most stud-
ies that seek to explain why diasporas engage in long-distance 
nationalism point to characteristics of the diaspora, the countries 
of origin and settlement, and issues of identity that motivate 
individual action.

Diaspora�Characteristics
It is a truism in migration studies that there is a strong selec-
tion bias among migrants, meaning that they do not reflect a 
randomly drawn sample from the general population pool of 
a country. The selection bias may refer to skills, education, age, 
occupation, risk averseness and dynamism, ethnic and religious 
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selection, political beliefs, income, or regional and urban/rural 
selection. Often these characteristics are bundled in some groups, 
especially ethnic minorities, who are often more educated and 
entrepreneurial than dominant ethnic groups that hold the strings 
of political power. The expulsion of Jews from Morocco in the 
early 1950s and South Asians from East Africa and Myanmar in 
the 1960s resulted in a tremendous loss of entrepreneurial talent 
with all too apparent results. While migrants from Bangladesh 
and Pakistan to the Middle East are overwhelmingly male, the 
opposite is the case with those from the Philippines and Sri Lanka. 
Consequently, the effects on families and children are also very 
different. While internal migration in China has largely been 
from interior provinces, external migration has been from coastal 
provinces. It is therefore not surprising that overseas Chinese 
investment has been concentrated in the latter, contributing to 
widening regional inequality in China.

Another characteristic of diasporas that has important effects 
on their behavior is the time of leaving. How long a diasporic 
community has been out of its country of origin is important 
in that the greater the vintage of a diaspora the less intimate its 
links with the country of origin. Although this is changing due 
to technological advances, which have made it much easier to 
travel, maintain communication links, and keep abreast of various 
cultural media, it does emphasize the likelihood of generational 
differences within a diaspora.

Policies�and�Conditions�in�the�Country�of�Origin
Conditions in the country of origin continue to mediate the 
nature of the interplay between the diaspora and its country 
of origin. Political turmoil spurs international migration and 
activates diasporic nationalism, which often makes an already 
bad situation worse. Global trends are weakening the cover of 
national sovereignty, and diasporic minorities in particular are 
playing a more activist role in their country of origin, especially 
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where the community faces the threat of violence. One variable 
that repeatedly crops up is the “homeland” state’s weaknesses, 
exemplified in so-called “failed states” such as Somalia. A recent 
United Nations Security Council task force warned of the pres-
ence of an “army” of jihadi fighters in Somalia, equipped with 
arms, “financed by remittances from Somalis abroad as well as 
Islamic ‘charities,’ smuggling, counterfeiting and even piracy off 
the Horn of Africa.”

Where migration is a result of politics, its consequences are 
likely to be more inimical to the country of origin. Conflict-
generated diasporas—with their identity linked to symbolically 
important territory, and their aspirations to return once the terri-
tory is liberated—often play critical roles with regard to homeland 
conflicts. Diaspora groups created by conflict and sustained by 
memories of trauma tend to be less willing to compromise, and 
therefore reinforce and exacerbate protracted conflicts. Dias-
pora groups may also be more confrontational than those in the 
homeland because members of the diaspora are less likely to pay 
the costs for continued fighting, while still benefiting from their 
sense of commitment to the cause.

In South Asia, conflicts within Punjab (in India) and Sri Lanka 
led the Sikh diaspora in the former and the Sri Lankan Tamil 
diaspora in the latter to actively support armed groups. Sikhs in 
Canada, the UK, and the US provided people and money for the 
Khalistan movement, particularly after Operation Bluestar and 
the massacres that followed the assassination of Mrs. Gandhi. 
While overseas support for the Khalistan movement has waned, 
overseas Sri Lankan Tamil communities continue to finance 
the LTTE (Liberation Tigers of Tamil Eelam, also known as the 
Tamil Tigers). Fair (2005) argues that an important factor in this 
divergence was differences in the geographical and political 
reach of their institutional arrangements. However, it could be 
argued that changes in the domestic context that gave rise to these 
movements in the first place were even more important. While 
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India succeeded in the restoration of democracy in Punjab and 
the elimination of militants there, Sri Lanka was unable to do so. 
Moreover, India critically improved the substantive and symbolic 
well-being of the Sikh community—by 2005 the country had a 
Sikh prime minister and the first Sikh chief of the Indian army, 
and in Punjab itself it was politics as usual. A similar case could 
be made of Northern Ireland, where concessions and agreements 
made by the British government, together with changes in the 
international context post–September 2001, led to a sharp decline 
in the Irish diaspora’s support for militant groups there (see Ad-
ams 1986:131–155; Horgan and Taylor 1999 and 2003).

Characteristics�of�Host�States
The characteristics of the host state matter in several respects. First, 
Western countries are critical hosts of many sectarian diasporas 
for a number of reasons. They have been more open to asylum 
seekers and others fleeing conflicts and political persecution. As 
open societies, they are more prone to letting extreme ideologies 
alone, provided they do not promote violence in the country of 
settlement. Ironically, liberal policies to promote multiculturalism 
may have inadvertent negative effects by creating isolated and 
insulated immigrant communities. The very isolation of these 
diaspora communities renders them difficult to understand, al-
lowing more militant groups to fundraise, prepare, and recruit 
with a freedom often unavailable in their countries of origin. 
These conditions also make it more possible for immigrants 
to be coerced into supporting insurgent groups in the “home” 
country. The PKK, or Kurdistan Workers’ Party, provides a good 
example. Its penetration of European Kurdish communities has 
allowed it to exert considerable pressure on diaspora members 
to donate funds. As we will see later, the LTTE does the same 
with overseas Sri Lankan Tamil communities.

Second, host countries’ foreign policies can amplify the effects 
of diasporas on the country of origin. Diasporas opportunisti-
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cally find common ground with the host country’s foreign policy 
goals, be it human rights, democracy, anti-communism, or more 
prosaic strategic goals. The actions of the Palestinian diaspora 
formed in the aftermath of the creation of Israel have been dif-
ferent if located in the US, which is very strongly aligned with 
Israel, or in an Arab country deeply hostile to Israel. The Iraqi 
diaspora in the US had little influence on the country of origin 
in the 1980s when the US was backing Saddam Hussein against 
Iran. However, once the US decided to reverse course, the diaspora 
became more influential. An important reason why the Haitian 
community in the US has much less influence than the Cuban 
community is the divergence (in the former) and convergence 
(in the latter) with US foreign policy goals.

Third, the possibility of dyadic conflict is much more likely 
where a host country shares an ethnic group with a neighbor-
ing country, and an ethnic majority exists in at least one of the 
states (Woodwell 2004). Increasingly, conflict diasporas have been 
pressing their claim to justice not in the country of origin but 
in the country of settlement. In turn this will adversely impact 
bilateral relations between the country of origin and the country 
of settlement. Pakistan’s support for the Afghanistan Taliban or 
Kashmir stems in part from their common ethnic and religious 
characteristics. Conflict in the Great Lakes region of Africa (en-
compassing the Democratic Republic of Congo, Burundi, and 
Rwanda) and the Horn of Africa (including Eritrea, Ethiopia, 
Somalia, and Sudan) is partially related to ethnic groups strad-
dling borders.

Fourth, host country size and wealth also matter in that they 
are more likely to result in a more successful diaspora, thereby 
increasing its effects on the country of origin. This is a function 
both of the success of the diasporic community within the desti-
nation country as well as the salience of the destination country. 
Although the Indian diaspora has been successful in East Africa 
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and the US, the former has had little impact on India while the 
latter has leveraged that country’s global significance.

Diaspora�Motivations
What motivates diasporas to support long-distance nationalism? 
One view holds that diasporas seek to transcend the difficulties 
stemming from being perceived as “outsiders” in the society 
in which they have settled by inserting themselves even more 
forcefully in the troubled affairs of their places of origin. Violence 
is an instrument to draw attention to these conflicts, in general, 
and to the diaspora’s positions, and demands, in particular. Thus 
the degree of assimilation or integration, on the one hand, and a 
diaspora’s sense of distinctiveness, on the other, can provide the 
glue that binds the community together.

The conventional wisdom is that diasporic nationalism is a 
consequence of the failure of immigrants to identify with the host 
society: it fills their identity “needs” in the host society primarily 
because of low levels of assimilation. Thus Portes (1997) argues that 
the preoccupation with the country of origin is greatest among 
those immigrants who intend to return (such as political exiles 
and migrant laborers) and least among those immigrants who 
have made a long-term commitment to the host society (such as 
professionals and immigrant entrepreneurs). Others argue that 
ethnic identity will be salient even among professionals if they 
experience discrimination (Gellner 1983). Similarly, another view 
argues that loss of status is a driving force behind diasporic trans-
national political activity. Jones-Correa (1998), for instance, argues 
that Latino males face a greater loss of status upon migrating to 
the United States and consequently are more likely to participate 
in political activities in the country of origin.

While these theories argue that diasporic nationalism is linked 
to levels and aspirations regarding assimilation, Kenny (2001) 
argues that support for diasporic nationalism is strategically 
adopted by particular groups within the immigrant community 
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as a means of generating support for their own local goals in the 
host society. This argument suggests that immigrants support 
homeland nationalism not because of their failure to assimilate, 
but because supporting nationalism in the homeland will ad-
vance their position in the host society. A related view holds that 
support for the country of origin is greatest among assimilating 
ethnics (Berkowitz 1997), since it is the “cheapest” way for them 
to maintain their membership status within the immigrant com-
munity while eschewing any commitments (especially cultural 
practices) that might impede their upward mobility.

Diaspora motivations differ considerably from those of state 
sponsors. While governments back insurgencies primarily for 
strategic reasons, diasporas, in contrast, are motivated largely by 
a desire to support a kinship group. Indeed, almost inherent to 
the idea of a diaspora is the notion of a homeland, whether real 
or perceived. Communities abroad often feel a genuine sympa-
thy for the domestic struggles of their overseas kin and a sense 
of guilt because they are safe while their kin are involved in a 
violent struggle. As Canadian government executive Margaret 
Purdy has written: “Distance can make the heart grow fonder. 
Thousands of kilometers of separation and relative safety in a 
new homeland can generate romanticised notions and can ob-
scure reality about the nature of homeland conflict.” Moreover, 
“Diasporas do not suffer the consequences of violence, nor are 
they in day to day contact and accommodation with the enemy” 
(Purdy 2003). Insurgent groups play on both sympathy and guilt 
to gain financial and political support. In general, however, an 
insurgency’s ideological bent is far less important to diaspora 
communities than its representation of a particular community’s 
political and military aspirations.

Globalization�and�Religion
Ethnic diasporas have been empowered in recent years because 
of their growing size, visibility, and impact within the interna-
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tional system. Improvements in the accessibility and speed of 
long-range transportation have permitted larger migratory flows 
into industrialized countries, thus increasing the size of diasporas 
abroad. Diasporic communities now have more mechanisms to 
call attention to issues of interest in their home countries. The 
ongoing communications and information technology revolu-
tion, including the Internet, allows non-state actors to more eas-
ily fundraise, mount international public relations campaigns, 
or exert pressure upon governments in host countries. Global 
banking nets make it easier, faster, and cheaper to move money 
than ever before.

Although migration and diasporas are themselves a manifes-
tation of globalization, other aspects of globalization may affect 
them by increasing their religiosity. There are several mechanisms 
that can create a positive connection between the two. For instance, 
Chua (2003) argues that market-dominant ethnic minorities benefit 
more from globalization, which breeds resentment and conflict. 
To the extent that ethnic and religious minorities overlap, this 
may increase religious conflict. Another possibility is that the 
secular anchor of citizenship is weaker with migrants, and hence 
they seek to anchor their identity with long-distance nationalism 
and greater religiosity. If so, would dual citizenship, by giving 
migrants stronger secular anchors, reshape their identity and 
weaken their attachment to more extremist causes? Alternatively, 
to the extent that there are strong selection effects in who migrates 
(by ethnicity and religion), remittance-induced differentials in 
income and consumption can rapidly reorient hierarchies in the 
country of origin. Note that since in poor countries even small 
amounts of overseas remittances can have large effects, this re-
sults in even more rapid hierarchical changes, which can drive 
conflict. Another variant stems from the fact that remittances 
are used more for consumption rather than investment. When 
the “conspicuous consumption of religion” occurs, through the 
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building of new and lavish places of worship, the cognitive ef-
fects can increase inter-community conflict.

There is another possible mechanism at work among mi-
grants. Like many people, when migrants are faced with un-
certainty in their personal lives, even those who are otherwise 
secular can become somewhat more religious. The question is 
to what extent does globalization increase uncertainty and inse-
curity, and if it does so, is this a reason why the “secularization 
hypothesis”—that increases in economic development go hand 
in hand with increases in secularism—may be less valid today 
than in the past? If religion is a form of insurance, then we should 
see some substitution effects between secular forms of insurance 
and nonsecular forms of insurance (namely, religion). Therefore 
state weakening, or collapse, may cause religiosity to increase as 
the need for insurance in the midst of globalization grows.

Case�Study�One:�Long-Distance�Nationalism�and�the�Indian�
Diaspora
The rise of Hindu nationalism in India in the 1980s and 1990s 
gave rise to charges that the Indian diaspora (particularly those 
based in Western countries) were supporting Hindu militant 
groups implicated in anti-Muslim violence within India. The 
anti-Muslim violence in the state of Gujarat in 2002 furthered the 
charge that diasporic donations had been financing the groups 
responsible for the violence.

That elements of the Indian diaspora are strong (indeed rabid) 
supporters of militant Hindu right-wing groups is not in doubt. 
But how widespread is the phenomenon? And how important 
is their support, both in propping up Hindu extremist groups 
and in promoting ethnic violence in India? The diaspora’s role is 
important but, paradoxical and unappetizing as it may appear, its 
importance is not due to its principal focus, namely, its support for 
hard-line Hindu organizations. There have been many excellent 
analyses of the causes of Hindu-Muslim violence, be it a decline 
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of social capital, electoral competition, or the (in)actions of state 
organs (see, for instance, Varshney 2002; Wilkinson 2004). Given 
the socio-economic base of Hindu nationalist groups in India, 
their access to domestic resources—both economic and political 
power—is extensive. And it would be hard to explain the rise 
and fall of Hindu nationalism in India by a constant, the Indian 
diaspora (variance in the dependent variable cannot be explained 
by a constant), unless we believe that there is variance in the latter 
as well (for a more detailed analysis see Kapur 2004).

It is weaker groups who want to challenge the Indian state 
(for whatever reason) that rely to a relatively greater extent on 
support from diasporas. While this argument depends on what 
constitutes “Indian,” insofar as violence in India from overseas 
groups whose origins are within India’s territorial boundaries 
is concerned, the ethno-nationalism of overseas Hindus is just 
one. An array of diaspora groups has been, and continues to be, 
involved in a range of insurgencies in India. In the northeast the 
United Liberation Front of Asom (ULFA), the National Democratic 
Front of Bodoland (NDFB), and the Kamtapur Liberation Organi-
sation (KLO) have operated from Bhutan (until the government 
of that country mounted a major military operation in late 2003). 
The All Tripura Tiger Force (ATTF) and the National Liberation 
Front of Tripura (NLFT) operate out of Bangladesh, the Naga 
leadership has been based in Thailand, and sundry groups such 
as the Manipur People’s Liberation Front have long operated out 
of Myanmar. Sikh groups in the 1980s, overseas Kashmiri groups, 
and even (very recently) Indian Muslims overseas have all been 
involved to varying degrees (Swami 2004).

The critical difference, of course, between overseas Hindus 
who are party to violence and many other groups is that the 
former are not directed against the Indian state, while the latter 
are. The reason is obvious. State oppression and egregious mis-
carriages of justice in India are not directed against the Hindu 
majority (the majority community may suffer from the infirmities 
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of the Indian state but that is out of indifference and venality rather 
than active organized violence). The 1984 anti-Sikh and 2002 anti-
Muslim riots are the most blatant examples of state connivance in 
organized violence and forced the communities to seek recourse 
from abroad. But once violence becomes a spiral, the direction of 
causality becomes blurred. Does the diaspora cause or react to 
events in India? Does communalism and violence in India make 
the diaspora more prone to directly or indirectly instigate violence 
in India? Are Hindus or ethnic minorities more militant in India 
or outside the country? While with all of these questions we can 
make informed guesses, in the absence of stronger empirical 
foundations, they will remain just that.

Case�Study�Two:�The�Sri�Lankan�Tamil�Diaspora
The Sri Lankan Tamil diaspora formed during the civil war 
between the Tamil Tiger separatists (LTTE) and security forces 
in Sri Lanka, and over the past quarter-century it has played an 
integral role in the insurgency within Sri Lanka, with the aim of 
establishing an independent Tamil homeland (Tamil Eelam) in 
northern Sri Lanka. Overseas Tamil communities are estimated to 
provide around 80–90 percent of their annual income (estimated at 
nearly $100 million). These resources are raised across a vast global 
network that spans many countries but is concentrated especially 
in Switzerland, Canada, Australia, the United Kingdom, and the 
United States. In many cases people genuinely believe they are 
contributing to a charity, although many are also intimidated into 
contributing money, especially in Canada. Sri Lanka is Canada’s 
leading source of refugees; there are more than 250,000 Tamils 
in Canada. The LTTE draws significant financial and political 
support from the Canadian Tamil community.

A recent report from Human Rights Watch found evidence of 
a new “aggressive and systematic fundraising drive” launched by 
the Tigers in Britain, Canada, and other Western countries in late 
2005, coinciding with a sharp rise in violence in Sri Lanka. The 
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report confirmed what others had been reporting for years—the 
culture of fear is so strong that even Tamils living overseas felt 
coerced and intimidated into giving the LTTE money (Becker 
2006; La 2004). In London, the Tamil Tigers and groups linked to 
them have pressed individual families to pay them approximately 
US$3,000–$4,000 each. Business owners have been asked for 
amounts ranging from $15,000 to $150,000. Many are told that if 
they do not pay, they will face “trouble” when they return to Sri 
Lanka. Fear within the diaspora is also driven by intimidation 
and harassment of Tamil activists and journalists who criticize the 
Tamil Tigers publicly or are perceived to be anti-LTTE. Dissident 
Tamils are subjected to death threats and smear campaigns.

Overseas support includes propaganda to galvanize inter-
national support for the Tamil cause and fundraising from four 
main sources: direct contributions from migrant communities; 
funds siphoned off contributions given to NGOs, charities, and 
benevolent donor groups; people smuggling; and investments 
made in legitimate Tamil-run businesses. Overseas Tamil families 
are tapped for war taxes, whether small monthly payments from 
poorer families or larger ones from professionals and business 
owners. The system began in Britain in 1983 and has spread to 
other Western nations. In 1996, Toronto police estimated that 
nearly a million dollars a month was being raised in their city 
through the contribution system but the figure could easily have 
been double that. There is little doubt that without this economic 
backing, the group’s ability to pursue the Tamil Eelam struggle 
would be significantly reduced (Becker 2006). This degree of 
organization and communication suggests that an effective 
international administration system exists among the diaspora 
community with many links back to Sri Lanka (Byman et al. 
2001, chapter 3). In addition to fundraising for the LTTE’s armed 
cadres in Sri Lanka, the Tamil diaspora—taking advantage of 
the liberal ethos of Western democracies—has been involved in 
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sophisticated dissemination of propaganda using a variety of 
media forms.

In August 2006 the US government filed charges against al-
leged LTTE front organizations that it claimed were trying “to 
raise and launder money, acquire intelligence, purchase technol-
ogy and military arms and equipment and improperly influ-
ence elected politicians.” The weapons included shoulder-fired 
surface-to-air missiles and assault rifles; a $1 million bribe was 
allegedly offered to get the LTTE off the US government’s list of 
terrorist organizations (Rashbaum 2006). The front organization 
was the Tamils Rehabilitation Organization (TRO), a global net-
work of groups that had been on the front lines of fundraising 
and relief work following the tsunami that devastated Sri Lanka 
in December 2004.

Case�Study�Three:�Pan-Islamic�Diasporas
In recent years the specter of terrorism has brought unwelcome 
attention to the role of diasporas from the Middle East and South 
Asia (especially Afghanistan and Pakistan). However, the dif-
ference from the previous two examples is their involvement 
in violence in the host country. In some cases, members of the 
most extreme groups might have grown up in a Western country, 
traveled to the country of origin, and become drawn to extrem-
ist ideology, receiving training as well. In many cases the same 
groups with committed cadres and ideological fervor provide 
charity and much needed relief work in the country of origin, 
supported by money raised from their diasporas. However, this 
work also serves as a veil of legitimacy for their less salubrious 
activities.

The protagonists charged with the alleged plot to bomb US-
bound airliners from the UK in 2006 exemplify how diasporas 
have become implicated in one of the most pressing concerns in 
immigrant receiving countries. The prime suspect in the plot, 
Jaish-e-Mohammed’s Rashid Rauf, was a British citizen whose 
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parents had emigrated from Pakistan. He was also a son-in-law 
of Jaish founder Maulana Masood Azhar, who was released by 
India following the hijacking of an Indian Airlines plane in 1999. 
The Jaish-e-Mohammed group is linked with Al Qaeda and 
groups in Afghanistan and Somalia and has growing support 
from second- and third-generation Pakistani youth in Europe.

The charity involved in financing these plots, Jamaat ud 
Dawa (“Association of the Call to Righteousness”), is active in the 
mosques of Britain’s largest cities. It played a significant role in 
carrying out relief efforts after the earthquake in Pakistani Kash-
mir in October 2005 and appears to have passed the earthquake 
donations raised in British mosques to the plotters (Filkins and 
Mekhennet 2006). On its website, Jamaat ud Dawa claimed that 
it has provided food to some 54,000 families who were struck by 
the earthquake as well as being “one of the most feared militant 
groups fighting in Kashmir.” Jamaat ud Dawa is widely believed 
to be the successor organization to Lashkar-e-Taiba, which was 
banned in 2002 in Pakistan, under American pressure, after the 
attacks of September 11, 2001. It has called for holy war against 
the US, India, and Israel. The money raised in British mosques 
also went to the group’s militant activities in Indian Kashmir.

Unlike other diasporas where support is mainly in the form 
of financial contributions, there is a disconcerting degree of 
direct involvement in this case. Young people going on charity 
work overseas are picked out by terrorist leaders to become ter-
rorists themselves. Several of the suspects—mostly Britons of 
Pakistani descent—traveled to Pakistan last year, ostensibly to 
help with earthquake relief efforts. Although other organizations 
like Hamas, Hezbollah, and the Algerian Armed Islamic Group 
(GIA) differ in their goals, they share the close connection of 
significant social welfare activities with militant activities (Levitt 
2006; Meehan 2004; Lia and Ashild 2001).
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ConClusion

With the end of the Cold War and the decline of statist ideologies, 
there was a tendency to unreservedly valorize the role of civil 
society and the “third sector” in improving citizens’ well-being 
and welfare. The role of diasporas, from diasporic philanthropy 
to the billions of dollars sent back as remittances, was celebrated 
in a similar vein. This chapter has sought to question some of the 
unbridled euphoria on the virtues of diasporas.

It must be remembered that citizens leave their country for a 
reason. And when they leave, the conditions that caused them to 
leave do not disappear—indeed, they often worsen. With global 
trends weakening the cover of national sovereignty, diasporic mi-
norities will, in all likelihood, play a more activist role, especially 
where the community faces the threat of violence. To the extent 
that this activism is itself in the form of violence, the consequences 
can be deeply inimical. Ultimately, understanding the factors 
why people leave their country of origin is critical if we are to 
understand the varying behavior and effects of diasporas.
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Asia is too large and too diverse a region to succumb to gener-
alizations. Indeed, and especially in diaspora contexts, there is 
very little meaning to the term “Asian.” For example, in much of 
the US—and especially on the West Coast—“Asian” when used 
in popular parlance nearly always implies a reference to people 
from East and Southeast Asia, e.g., China, Japan, and the Philip-
pines. In the United Kingdom, on the other hand, the term is 
nearly exclusively used for diasporas hailing from South Asia, e.g., 
Bangladesh, India, and Pakistan. And hardly anyone ever refers 
to the Middle East as Asia, even though it very much is. Asians 
themselves tend to think of themselves and their experiences 
in the context of subregional, rather than continental, identities. 
More importantly, it is very difficult to conceive of a country—or 
even a small set of countries—that would be representative of 
the vastness and diversity of all of Asia.

Having said that—and precisely because the Asian canvas is 
so vast and diverse—one is tempted to draw equally broad and 
expansive conclusions in this review of philanthropy by Asian 
diasporas. In focusing on the experiences of Asian diasporas in 
the United States, we begin by broadly reviewing the long and 
diverse history of Asian diasporas and of diaspora philanthropy 
by them. We do this by looking at the key lessons that emerge 
from prior studies on three Asian American diasporas: Indian, 
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Filipino, and Chinese. We then move to a more focused review of 
the details of diaspora philanthropy by one Asian diaspora com-
munity—Pakistanis in America. Finally, in the conclusion section, 
we offer four lessons that are derived from the Asian experience, 
but which are generally and widely applicable to our overall 
understanding of diaspora philanthropy and its practice.

asians in ameRiCa

As of 2005, according to the US Census Bureau, an estimated 
13.5 million residents of the United States—around 5 percent of 
the total population—are of Asian descent (US Census Bureau 
2005). Asians are also the fastest growing immigrant community 
in the United States, particularly with immigrants from China 
and India pouring in at unprecedented levels. As a RAND Cor-
poration (2001) report points out:

The Asian American population has also undergone dramatic 
changes in the last three decades. Since 1970 and the end of 
immigration limits originally imposed in 1924, the Asian 
American population has grown from 1.5 million to nearly 12 
million in 2000 (including mixed race), and is projected to grow 
to 20 million by 2020. Once largely U.S.-born and consisting 
predominantly of Japanese Americans and Chinese Americans, 
the Asian American population is now predominantly foreign-
born and spread across several different nationalities. As the 
sources of this immigration have diversified, this population 
has also become increasingly heterogeneous. The major send-
ing countries include Vietnam, Korea, American Samoa, India, 
Thailand, the Philippines, and China. Asian Americans are only 
beginning to crystallize their presence as a force in America’s 
political and cultural landscape.

Although census data can be unreliable for immigrant com-
munities not directly mentioned on the census form, the largest 
Asian communities in the United States, according to the 2000 
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census, are the Chinese, Filipino, Indian, Korean, Vietnamese, 
Japanese, Cambodian, Pakistani, Laotian, Hmong, Thai, Taiwan-
ese, Indonesian, and Bangladeshi communities, respectively. Of 
the largest Asian American communities, there are an estimated 3 
million Chinese, around 2.5 million Filipinos, just under 2 million 
Indians, and around 1.25 million each of Koreans, Vietnamese, 
and Japanese. It should be noted that while Asians in America, 
as a group, are growing very fast, there is variation within this 
group. Quite clearly, and by a large margin, the largest growth 
over the last decade and a half has been in the number of South 
Asians (Indian, Pakistani, and Bangladeshi) and in more recent 
years the number of Chinese settling in the United States has 
also seen a steep rise (US Census 2000).

A key demographic trait of Asians in America is that they 
tend to be more educated and affluent than the population as a 
whole. Based on US Census data, Le (2006) estimates that about 
half of all Asians, age twenty-five and older, hold a college degree 
(Bachelor’s or higher) and about 20 percent of this age group holds 
an advanced degree (e.g., Master’s, PhD, MD, or JD). These num-
bers are higher than for any other ethnic group in the country. 
Asians are also more affluent than any other race group in the 
US, with a median household income of US$57,518. However, 
there is variance within Asian communities—for example, Asian 
Indians had reported a median income of US$68,771 per annum 
for 2004 while for Vietnamese Americans it was US$45,980. Le 
(2006) also estimates that about 46 percent of Asians sixteen years 
and older work in management, professional, and related occupa-
tions and that, in 2002, there were about 1.1 million businesses 
owned by Asian Americans, with economic receipts of around 
US$343.3 billion.

In short, the picture that emerges is that (a) Asians in America 
are a very large, highly educated, and affluent diaspora commu-
nity, and that (b) national communities within this continental 
category are themselves significantly large and affluent. In terms 
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of philanthropy, this would suggest that Asian American com-
munities are likely to be institutionally well organized and eco-
nomically well off. One would, therefore, expect a high level of 
philanthropic activity by Asian diasporas in the United States.

Indeed, there is ample evidence that the economic affluence of 
many of these Asian diasporas does, in fact, result in significant 
economic transfers to their countries of origin. The most notable 
exception is Japanese Americans, many of whom are now in 
their fifth generation in the United States and are assimilated 
enough to retain very minimal social or economic ties to their 
communities of origin in Japan (Zia 2001). For example, according 
to 2001 data from the International Monetary Fund (IMF 2003), 
India receives total foreign remittances of over US$9 billion, or 
around 2 percent of its GDP; for the Philippines the total amount 
is around US$6.4 billion but it constitutes as much as 9 percent of 
its national GDP; for Bangladesh the total amount is over US$2 
billion, which constituted 4.5 percent of the country’s GDP in 
2001. Of course, as has been argued elsewhere in this book (see 
de Ferranti and Ody chapter), remittances should not be confused 
with philanthropic transfers and for none of these countries is 
the United States the principal source of remittances. However, 
these numbers do serve to suggest that (a) the diaspora commu-
nities of developing Asian countries retain and maintain deep 
economic linkages to their country of origin, and (b) diasporic 
contributions play an important, and sometimes central, role in 
the economic health of many Asian developing countries.

Because of the magnitude of these flows—both in terms of 
the net value and in terms of the proportion of national GDPs—
much of the attention on diasporic contributions to the national 
development of home countries has been focused on remittances 
(see Maimbo and Ratha 2005; Terry and Wilson 2005). However, 
over the last few years a fledgling literature has emerged that 
has begun to look precisely at issues related to diaspora philan-
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thropy by specific Asian American communities. This literature 
is still in its formative stages and utilizes multiple disciplinary 
and methodological frameworks that make robust comparative 
analysis—particularly in terms of comparing actual monetary 
flows—rather difficult. However, enough work has now been 
done on specific Asian American diaspora communities that 
we now have a fair idea of the contours of the giving patterns of 
these particular communities. In the next three sections we will 
highlight some of the interesting but nuanced findings from the 
available literature on diaspora philanthropy by three important 
Asian communities in America—Indians, Filipinos, and Chinese. 
In the last section we will delve deeper and in more detail into the 
giving patterns and motivations of another Asian American com-
munity—Pakistanis in America—before trying to synthesize key 
lessons for diaspora philanthropy in the concluding section.

The�Indian�Diaspora
Gopa Kumar’s (2003) study on Indian Diaspora and Giving Patterns 
of Indian Americans in the US was one of the early attempts to em-
pirically and systematically capture the giving patterns of Indians 
in America. Although it worked on a fairly restrictive sample size 
and some of its conclusions have since been superceded by later 
research, it recorded the evolution not only of the Indian diaspora 
in the US but also the evolution of its diaspora philanthropy. It 
demonstrated that this is and has been a highly organized and 
focused community that has systematically thought about and 
created institutional channels for philanthropic giving back to 
India. Importantly, the study highlighted two key aspects of 
diaspora giving by Indians in America, each of which has been 
validated by subsequent research (Manivannan 2006). First, that 
professional, regional (based on regions of origin), and religious 
organizations are the primary institutional formats for Indian 
Americans, particularly for philanthropic activities. Second, that 
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there is a strong desire to direct philanthropic giving to develop-
ment related causes in India, especially in fields such as health 
and education.

Various contributions in Diaspora Philanthropy and Equitable 
Development in China and India (Geithner et al. 2004) elaborated 
on the state of diaspora philanthropy in India and particularly 
on its relationship to the search for equitable development. For 
our purpose of understanding the broad thrust of diaspora 
philanthropy in the region, two particular findings from this 
book deserve to be highlighted. First, Mark Sidel looked much 
more deeply into the institutional arrangements that Indians in 
America had created for themselves and for this India-directed 
philanthropy—what he calls “Altruism’s Structures.” Like Gopa 
(2003) before him, he finds that the key mechanisms are profes-
sional associations (especially those of physicians and technology 
entrepreneurs), regional associations (these, however, are home 
region rather than hometown associations and are often based 
on linguistic and cultural affinities across large regions within 
India), and religious associations. None of this is surprising, but 
as we shall see later, other Asian communities do not necessarily 
follow the same patterns. Importantly, he alerts us to the fact that 
diaspora philanthropy can not only bring a large and diverse 
diaspora community together with a common sense of purpose 
and identity, but it can also highlight and exacerbate fractures 
within the diaspora and also within the “home” country:

In particular, giving by and through Hindu religious groups 
to Hindu nationalist groups (Hindutva) in India has sparked 
ongoing struggle within the Indian community in the United 
States. And the importance of religious giving shows us just 
how political the issues of diaspora giving are, and how closely 
such philanthropy is tied to the key fissure points of contem-
porary India. (Sidel 2004:224)
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This finding is relevant to more than just India; it is appar-
ent in other cases that diaspora philanthropy can serve to not 
only maintain but also widen social, religious, and political rifts 
within the country of origin.

Kapur et al.’s (2004:206) survey-based research on NGOs in 
India highlights a different but equally relevant finding that 
is also applicable well beyond India: “More attention is being 
paid to the facilitation of raising and receiving funds and less 
to engaging the diaspora on the challenges that face efforts to 
bring about development.” With all philanthropy in general, but 
with diaspora philanthropy in particular, we seem to constantly 
stumble upon a festering frustration where donors wish to be 
more “hands on” and involved, while the beneficiary institutions 
view them quite simply as “donors” and no more. Kapur et al. 
(2004) point out that diasporas have much more to offer than just 
their money and, as we find from other cases, it may well be that 
the bigger contribution they have to offer is their knowledge and 
experience rather than just their resources.

The leadership role of influential, high-profile Indians abroad 
is not only becoming a major theme of the diaspora philanthropy 
literature (Manivannan 2006) but is a—and possibly the—driv-
ing force behind a new generation of Indian American diaspora 
philanthropy. This is evident, for example, in the leadership role 
played by The Indus Entrepreneurs and other Silicon Valley en-
trepreneurs (Kumar 2003), and the American India Foundation 
and its co-chair Rajat Gupta (Mohan 2000).

The�Filipino�Diaspora
In Good News for the Poor: Diaspora Philanthropy by Filipinos, Jer-
emaiah Opiniano (2005) looks in depth at many of the same ques-
tions that confront diaspora philanthropy elsewhere in Asia and, 
not entirely surprisingly, often comes to similar conclusions. Of 
the many important points that emerge from this work, three are 
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of relevance to us because they compare well with experiences 
elsewhere in Asia.

First, there is an instance where the Filipino finding is, in 
fact, quite different from some other places in the region. In the 
Filipino case, it seems that the context at both the collection and 
the distribution ends of diaspora philanthropy tend to be far 
more local. According to Opiniano (2005), hometown associations 
(based on the common hometowns that the donors hail from) as 
well as neighborhood associations (based on the neighborhoods 
that the donors live in within the host country) are both key to 
how the diaspora organizes itself for philanthropic giving. This 
seems like a much more local form of organization for philan-
thropic decision-making and much more akin to what we find 
in Latin America (Merz 2005) than, say, in South Asia (Najam 
2006). It should be noted that the Filipino diaspora also organizes 
itself in other ways (alumni associations, foundations, profes-
sional associations), but in this case, unlike other cases in Asia, 
local institutional frameworks seem to be a primary vehicle of 
diasporic organization for philanthropic giving.

A second finding that should be highlighted from this case—
one that is common to many other contexts—relates to why the 
diaspora gives. As Opiniano (2006:4) points out in a companion 
paper to the study already mentioned, “Filipinos’ caring and 
philanthropic culture is brought abroad, and is then brought back 
here.” In responding to the question of why diaspora Filipinos 
give back, he suggests five reasons, including: patriotism and 
urge to give back, sense of belonging and identity, loneliness 
abroad, desire to maintain ties with home country, and pride 
and competition within the diaspora community. This list is not 
unlike what the literature from elsewhere in Asia seems to sug-
gest (Najam 2006). However, the key point to be made here is that 
this list can be boiled down to say that a sense of and a desire 
to maintain identity is a primary and overarching reason why 
diaspora communities give back. To view diaspora philanthropy 
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as an “identity maintaining mechanism” leads us to a better 
understanding of not only why diaspora communities give, but 
also of what they give to, and how they wish to be involved in 
the giving process and in directing the use of their gifts.

A third and final point to be highlighted from the case of 
Filipino diaspora giving relates to what this community tends 
to give to. We find that there is a strong and clear preference for 
individual giving over institutional giving (Opiniano 2006). This, 
too, resonates with what we find elsewhere in Asia (Gopa 2003; 
Najam 2006). However, what is striking in the Filipino case, and 
different from the South Asian experience, is that it seems that 
even low-income diaspora Filipinos are more willing to form 
and/or give to foundations and neighborhood groups, which 
would then pass on their contributions to worthy causes. While 
the preference is for individual giving, it is not as strong a pref-
erence as this might be in South Asia. Put another way, it seems 
that there may be more institutional trust in voluntary groups 
within the Filipino diaspora than, say, the Pakistani diaspora 
(Najam 2006).

The�Chinese�Diaspora
The Chinese are among the oldest Asian diasporas in the United 
States and have a long and distinguished tradition of giving back 
to their ancestral communities (Young 2004; Yin and Lan 2004). For 
this reason, the Chinese American experience also demonstrates 
better the impact that such giving can have in the long term.

Records show that during the single fiscal year (July 1937–June 
1938), overseas Chinese donations to disaster relief and social 
charities in China totaled more than 43.6 million yuan (around 
US$14.5 million). . . . Historically, the influx of money from 
overseas Chinese transformed Qiaoxian [hometowns of overseas 
Chinese] into remarkably ‘modern’ societies and made them 
quite different from other regions of the Chinese countryside 
in virtually every aspect. (Yin and Lan 2004:79)
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One way in which the Chinese are very similar to the Filipino 
diaspora is the importance of the “home” region as the recipi-
ent of the direct assistance, both in terms of remittances and of 
philanthropic investments. However, in other ways the Chinese 
case is different from others—especially so in terms of the politi-
cal context of giving. First, what we call the “Chinese American” 
diaspora has its ancestral roots in a variety of modern day ju-
risdictions—importantly, in the People’s Republic, Hong Kong, 
and Taiwan (Young and Shih 2004). Second, the nature of the 
state and the economy in the People’s Republic of China makes 
the government a far more important, even central, player in the 
“private” transfers of philanthropic resources (Yin and Lan 2004; 
Young and Shih 2004).

The state, it turns out, is very cognizant that “Chinese Ameri-
can philanthropic giving has played a significant role in China’s 
progress towards modernization” (Yin and Lan 2004:109–110) 
and has responded by facilitating such giving. However, Young 
and Shih (2004:167) point out that while the state considers the 
diaspora “a constituency worth courting,” it is worth noting that 
“much contemporary diasporan philanthropy appears to be bound 
up with . . . business relationships, although still significantly in-
fluenced by the cultural imperative of investing in and honoring 
the place of origin.” While the Chinese political structure may be 
a special case, the trend toward Asian governments becoming 
more interested and active in encouraging and directing diaspora 
philanthropy is not unique to China (Opiniano 2005; Najam 2006; 
Manivannan 2006). This points to the importance of institutional 
channels for giving, as well as the level of trust that a diaspora 
might have in those institutional channels.

Another lesson that emerges from the Chinese American dias-
pora because of its longer history of diasporic giving, and which 
is very relevant to other Asian diasporas, relates to generational 
change. Young and Shih (2004:168) report that “donations came 
overwhelmingly from first-generation emigrants” and dwindled 
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with second-generation Chinese Americans born and raised 
abroad. For many other Asian diasporas, the second generations 
are only just coming of age. It is likely that their experience will 
be the same as that of the Chinese Americans. However, in at 
least a few cases, it does seem that the second generation has a re-
newed enthusiasm for maintaining links to the country of origin; 
one example is the Pakistani American case, because of identity 
concerns heightened in a post-9/11 world (Najam 2006).

A final lesson from the literature on diaspora philanthropy 
by Chinese Americans concerns the evolution in the giving 
patterns of diasporas over time and the importance of how the 
diaspora itself is institutionally organized. Yin and Lan (2004:109) 
point out:

New generations of Chinese Americans, of both recent immi-
grant and more established backgrounds, have demonstrated 
extraordinary abilities for networking. The channels of their 
giving have been expanded from personal contacts or clan 
and hometown organizations in traditional urban China-
towns to broader and more professional networks based both 
in mainstream American society and transnational Chinese 
communities. . . . Donations made by Chinese Americans 
have moved from funding social charities and public welfare 
projects mainly in traditional Qiaoxian regions to benefiting a 
wide range of programs throughout China.

There are already indications that other Asian diasporas are 
going through similar transitions and the key question to keep 
track of is not simply whether the overall giving by diasporas 
goes down over time, but how the causes and issues that the 
giving is directed to change. The latter has a profound impact 
on equitable development and is likely to be as much a factor of 
how the diaspora itself is evolving as of the needs and demands 
from the “home” country.
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To get a deeper flavor of many of these issues, let us now look 
at the diaspora philanthropy of a fourth Asian American com-
munity—Pakistani Americans—in much greater depth.

The�Pakistani�Diaspora
Pakistani Americans are certainly not the representative com-
munity for all of Asia. However, it may well be that some of their 
philanthropic impulses are representative of the philanthropic 
habits of other diaspora communities, especially Asian ones. In 
this section we will look at diaspora philanthropy by Pakistanis 
in America by way of examining the issues identified above in 
more detail. Moreover, and importantly, we want to understand 
not only what Pakistani Americans “return” to their country 
of origin, but also their non–Pakistan-related giving practices, 
including how they might focus part of their philanthropic ener-
gies on their adopted country.

The results presented here are mostly based on a large sur-
vey-based empirical analysis of the giving habits, attitudes, and 
preferences of the Pakistani American diaspora (Najam 2006). The 
research adopted a broad and inclusive definition of philanthropy 
that includes all giving and volunteering (in cash, in-kind, and 
in time) to and by institutions as well as individuals. Fifty-four 
focus groups (with a total of 631 participants) were conducted 
in various metropolitan centers across the United States as the 
primary source of contact with the Pakistani American commu-
nity. A total of 461 survey forms also were analyzed.

We can divide the history of Pakistanis in America into five 
contiguous phases, each defined primarily by changes in US im-
migration regulations. The first phase is the pre-Pakistan period 
that began with the first wave of Punjabi men (invariably it was 
just men and they were predominantly from the Punjab) arriving 
in the mid-nineteenth century and lasted until the 1946 passage 
of the Luce-Celler Bill in the US Congress that paved the way for 
Indians—and soon-to-be Pakistanis—to acquire US citizenship 
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through naturalization. The second phase continued from 1947 
to 1965 and saw a trickle of Pakistanis coming to the US, with 
the beginnings of a distinct “Pakistani” community in America. 
This changed rather dramatically with the US Immigration and 
Naturalization Act of 1965, which marked the beginning of the 
third phase and triggered a steady and significant growth in 
immigrants from all over South Asia, including Pakistan. The 
fourth phase began in the late 1980s when favorable immigration 
laws and educational opportunities attracted large numbers of 
Pakistanis to the United States. This growth trend of the 1990s 
got a jolt, as did so much else in the world, with the tragic events 
of 9/11 and the tightening of immigration rules and practices in 
its immediate aftermath. The most current phase in the history 
of Pakistanis coming to the US is, therefore, best defined as the 
post-9/11 phase. (See Najam 2006 for details.)

There are an estimated 500,000 Pakistanis in America. The 
majority of them live along the East Coast of the US; New York 
City has by far the largest number of Pakistani Americans, while 
Houston, Washington, DC, Chicago, and Los Angeles also have 
very large concentrations of Pakistanis; and comparatively smaller 
but sizeable populations of Pakistanis are found in just about every 
major metropolitan city in the US. Pakistanis in America are a 
relatively new and relatively young community of immigrants. 
It is a community that has large numbers of highly trained pro-
fessionals and is economically well off, with higher household 
incomes than the national average (Embassy of Pakistan 2003).

The analysis highlights two important characteristics of 
Pakistani Americans as an immigrant community in a country 
full of immigrant communities. First, Pakistani Americans have 
developed strong ties to America. Just under 75 percent of Paki-
stanis living in America already have US citizenship (through 
naturalization or birth) or permanent resident status. In short, 
Pakistani Americans are eager and active in maintaining their 
links to Pakistan, but this is a community that is also eager to 
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make the US its permanent home. Second, Pakistani Americans 
are a fairly recent and still fledgling immigrant community. 
Three-fourths of Pakistani Americans (just over 75 percent) have 
themselves immigrated to the US (“first-generation immigrants”) 
and only 25 percent are US-born citizens. Indeed, half of all 
Pakistanis who have immigrated between 1947 and 2004 did so 
during or after 1993, and one in every four (25 percent) has ar-
rived in the last five years (1999–2004).

Giving Trends
The average giving—in terms of money and goods—for Pakistani 
households in America is around $2,500 per household per year, 
while the average Pakistani household in America contributes 
around 435 hours per year of volunteer time (Najam 2006). This 
suggests that Pakistanis in America donate approximately a total 
of $250 million in cash and in-kind and the equivalent of $750 
million in volunteered time; or an estimated total of $1 billion in 
cash, in-kind, and in time volunteered.

It should be stressed that any gross numbers based on an 
opinion survey need to be interpreted with a measure of cau-
tion. Philanthropy studies in general are not suited to exactitude 
(Toppe et al. 2002). However, there are a number of features of 
the finding that are noteworthy.

Of the $250 million that we estimate as the total annual giving 
in cash and in-kind, about 80 percent ($200 million) is given as 
monetary contributions and the remaining 20 percent ($50 million) 
as an in-kind philanthropic contribution of goods. In terms of 
what motivates this giving, the total amount is split nearly evenly 
between faith-motivated and issue-motivated giving. Another 
way to cut the same pie is to note that around $100 million (40 
percent) of this contribution goes directly to Pakistani causes 
in Pakistan. Another $50 million (20 percent) goes to Pakistani 
causes in the United States and the remaining 40 percent ($100 
million) goes to causes unrelated to Pakistan.
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Figure 1: Estimated Total Annual Giving by Pakistanis in America
(Giving in money, goods, and time)

Total ~ $1 billion

The monetary value of the estimated 435 hours of volunteered 
time per Pakistani household in America comes out to be around 
$750 million (Figure 1). This equals a total of 43.5 million hours per 
year volunteered by 100,000 Pakistani households, representing 
the equivalent of over 25,000 full-time employees. Much of this 
volunteered work may well be supplemental labor, and it is clear 
that volunteers fill in for work that would otherwise be done by 
paid workers. However, it is also clear that the vast network of 
Pakistan-related organizations could not operate without this mas-
sive investment of volunteered time by Pakistanis in America.

The overall findings suggest that Pakistanis in America are 
a generous and active community. Moreover, they suggest that 
while the community retains a deep commitment to “Pakistani” 
causes, their philanthropic interests are not confined to causes 
in Pakistan. Like the rest of America, faith is an important mo-
tivator of the giving habits of Pakistani Americans; but even 
more significantly, issue-motivated philanthropy constitutes an 
equally large proportion of their giving. Although this was not 
part of the research, every indication suggests that the trends for 
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other Asian diaspora communities—especially for South Asian 
diaspora communities—would be quite similar.

The survey also asked respondents to identify the three most 
important issues that they usually contribute to. An overwhelming 
result that emerges is that social issues—including poverty reduc-
tion and helping the needy, education, health, etcetera—are by 
far the most important issues for Pakistanis in America. Looking 
first at overall results for the entire sample, we find that the issue 
of poverty and helping the needy emerges as the top priority for 
Pakistanis in America, with 29 percent of respondents including 
it as one of their top three most important issues (Table 1). Each 
of two issues—civil and human rights and religion—is identified 
by about a quarter of respondents as among the most important 
issues that they contribute to. It should be noted that here they are 
referring to religion as an issue that they give to rather than as a 
motivation that inspires them to give. Following closely behind 
are the issues of education and literacy and of community devel-
opment, which are identified by 21 and 18 percent, respectively, 
as being among their top three most important issues in terms 
of philanthropic giving. (See Najam 2006 for details.)

What is even more interesting, however, is how this list 
gets shuffled when we try to look at the most important issues 
by cause. For example, community development (meaning the 
development of the Pakistani community in the US) is identified 
by 36 percent of our respondents as among the most important 
issues in terms of their giving to Pakistani causes in the US. What 
is more interesting is that as much as 34 percent of respondents 
list civil and human rights as one of their most important issues 
in this category. This is quite obviously a result of the post-9/11 
climate of fear that Muslim Americans find themselves in and 
the mounting threats that they perceive to their civil and human 
rights.
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When one looks at the issues identified as being most im-
portant in terms of Pakistani causes based in Pakistan, the most 
striking finding is how strongly the Pakistani diaspora is focused 
on issues related to social development. Not only do 62 percent 
consider poverty reduction and helping the needy to be among 
their three most important issues for philanthropic giving, but 
the next three issues—education and literacy (39 percent), health 
(27 percent), and human development (12 percent)—are also all 
related to socio-economic development. Interesting, the issue of 
religion comes in at a rather distant fifth with only 11 percent of 
the respondents including it in their top three most important 
issues for giving to Pakistani causes in Pakistan.

The picture changes yet again when one looks at the issues 
that our respondents consider important for causes unrelated 
to Pakistan. The most often mentioned issue in this category is 
religion (51 percent). Based on the discussions we heard during 
the focus group meetings, it is clear that this refers primarily 
to giving related to the building, running, and maintenance of 
places of worship in the United States. Following rather close 
behind is the issue of civil and human rights, which is identified 
as important by 39 percent of respondents.

An interesting result related to the survey question that 
asked respondents to state whether their household’s giving had 
decreased, increased, or stayed the same since September 2001, 
for each of the three types of causes (Pakistani causes in the US, 
Pakistani causes in Pakistan, and causes unrelated to Pakistan). 
In looking at the aggregate of all the responses received across 
the three cause types, we find that 62 percent of respondents 
report that their giving patterns have remained the same, 14 
percent report a decrease in their giving, while 24 percent report 
an increase.
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Trends from Pakistan
There are, of course, a whole host of findings from this study, but 
seven major trends are worth highlighting here because they are 
likely to be particularly relevant to other Asian diasporas.

First, as already noted, Pakistani Americans are a generous, 
giving, and active community. Although this is a relatively af-
fluent community, we find that charitable instincts are spread 
across all income classes. On average, the Pakistani American 
household contributes 3.5 percent of its income to philanthropic 
giving, which compares very favorably with the giving habits of 
the average American household and with the average Pakistani 
household in Pakistan. Given these findings, it is both striking 
and surprising that the community suffers from a strong sense 
of “philanthropic inferiority,” with many Pakistani Americans 
believing that they are not very philanthropically active and 
with most feeling that the community’s giving is not strategi-
cally directed.

Second, there is a strong preference for giving directly to 
individuals in need. By a very clear margin, the single largest 
chunk of overall giving by Pakistanis in America goes directly 
to individuals in immediate need, rather than to institutions and 
organized charities. There is a very strongly held belief among 
Pakistani Americans that giving directly to the needy and the 
deserving is superior to institutional giving. This belief comes 
from (a) cultural and social habits that people have grown up 
with, (b) a rather deep sense of distrust in the honesty, efficiency, 
or effectiveness of organized charities and NGOs, (c) a sense 
that direct giving encourages greater accountability, and (d) a 
feeling that more of the contribution will reach and benefit the 
deserving. Kinship networks of friends and extended family (as 
opposed to organized charities) play a critical role in this direct 
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giving to needy individuals. Importantly, however, although 
much of the charitable giving going to Pakistan goes directly to 
needy individuals, the vast majority of the contributions made 
in the US do not. This may simply be a case of the much greater 
availability of, and access to, deserving and needy individuals 
in Pakistan.

Third, people are motivated by faith, but mostly give to 
social issues. The desire to help individuals in need, including 
the needy within one’s extended kinship networks, is by far the 
most important reason why Pakistani Americans give. In fact, 
this is cited as an even more important reason to give than the 
motivation of faith. Social issues—especially the issue of poverty 
and helping the needy but also including education, health, civil 
and human rights, and community development—are among the 
most cited issues that people contribute to and wish to contribute 
to. Like other communities in the US, Pakistani Americans have 
a strong sense of a moral duty to be charitable that is motivated 
by their faith. However, the responses received suggest that they 
channel far less of their contributions to religious organizations 
than Americans in general. Instead, more of their faith-motivated 
giving is channeled directly to poor and deserving individuals 
in dire need. Interestingly, linguistic and locational identities 
do not tend to play a significant role in philanthropic giving 
by Pakistani Americans, even though they seem to impact the 
giving of other Pakistani diasporas (for example, in the United 
Kingdom or in the Middle East). This may be because the number 
of Pakistanis in America is still small enough, dispersed enough 
across the US, and linguistically homogeneous enough that they 
do not divide into smaller subdiasporic communities. There are 
some exceptions to this—such as Pakistani Christians, Pakistani 
Zoroastrians, and Sindhis—but they are fairly small groups.

Fourth, the philanthropy of Pakistani Americans is not lim-
ited to Pakistan. Although the giving of the Pakistani diaspora 
is firmly rooted in its “Pakistani” identity, this is not the only 
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identity that pulls at its philanthropic generosity. An estimated 
40 percent of the monetary and in-kind giving by the Pakistani 
diaspora goes to Pakistani causes in Pakistan, another 20 per-
cent to Pakistani causes in the US, and the remaining 40 percent 
to causes unrelated to Pakistan. Two important trends should 
be highlighted here. First, the longer someone has lived in the 
US, the more likely they are to give a larger proportion of their 
philanthropy to causes unrelated to Pakistan. However, they 
tend to do so by diverting additional philanthropic resources to 
non–Pakistan-related causes and without necessarily reducing 
their giving to causes in Pakistan. Second, largely as a result of 
post-9/11 effects, the Pakistani diaspora in America is becom-
ing increasingly active in US-based philanthropy, including in 
mainstream US charitable organizations.

Fifth, 9/11 made the Pakistani diaspora more vigilant, but 
not less giving. There is grave and justifiable concern within the 
diaspora that the tragic events of September 11, 2001, have had a 
serious and debilitating impact on the Pakistani American com-
munity. There is unease about the potential impacts of post-9/11 
government policies and how these might impact giving by all 
immigrant communities and especially Muslim communities 
in America. However, the unease comes not as much from what 
the policies are but from the uncertainty and lack of clarity 
about them. Despite this very strong sense of unease, there is no 
evidence—either in the survey results or in focus group discus-
sions—that Pakistani Americans have actually stopped giving 
or decreased their giving. Instead, the clear and unambiguous 
finding is that people have become extremely careful and vigilant 
in terms of who they give to, how they give, and what they give 
for, but they have not actually become less giving.

Sixth, there is significant potential for more giving, including 
more giving to Pakistan. Overwhelming numbers of the respon-
dents feel that, given the right conditions, their own Pakistan-
related giving could increase significantly (83 percent); an even 
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more overwhelming majority (93 percent) feels that there is great 
growth potential for overall giving by the Pakistani American 
diaspora. Our research also points toward a strong desire in 
the community to increase its giving to non–Pakistan-related 
issues, including involvement in mainstream US philanthropic 
causes. There is clearly a desire within the Pakistani diaspora in 
America to become ever more involved, both in philanthropy 
related to Pakistan and in civic life in the US. As in the Indian 
case, leadership by professionally successful Pakistani Americans 
is a central factor in establishing the credibility of philanthropic 
organizations. This is, for example, evident in the success of the 
Human Development Foundation, which was originally estab-
lished by a group of prominent Pakistani American physicians 
and is the most successful Pakistani American charity running 
its own large-scale projects in Pakistan.

Finally, there are serious hurdles that make it difficult to 
give more to Pakistan. Although this community is ready to 
give significantly more than it does now, there are high barriers 
to accessing this additional giving. This is particularly true if 
one seeks to direct new or existing philanthropy to institutional 
giving in Pakistan. There are three major hurdles that need to be 
addressed before significant resources might be directed toward 
charitable institutions and NGOs in Pakistan. The first hurdle is 
the chronic lack of trust in the civic sector in Pakistan. Over 80 
percent of our survey respondents believe that such organizations 
are inefficient as well as dishonest; over 70 percent feel that they 
are also ineffective and inattentive to the most pressing problems 
in Pakistan. The second important hurdle relates to the practical 
difficulties of giving to causes in Pakistan, including unclear US 
regulations about charitable giving abroad (especially after 9/11) 
and a lack of convenient mechanisms to transfer funds to Paki-
stan. There is also a dearth of reliable mechanisms to monitor 
the performance of organizations and a lack of opportunities to 
interact directly with organizations and their workers. The third 
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barrier is that there is very little information available to Paki-
stani Americans about philanthropic organizations in Pakistan. 
This becomes particularly important because it feeds on, and 
exacerbates, both of the barriers mentioned earlier. In essence, 
most Pakistani Americans tend to have little trust in institutions 
in Pakistan, including in NGOs and philanthropic organizations; 
those who are willing to give face serious logistical difficulties 
in giving to causes in Pakistan, including difficulties related to 
transferring money; and finally, the Pakistani diaspora in America 
has fairly scant, often inaccurate, and generally negative informa-
tion about the NGO and philanthropic sector in Pakistan, which 
keeps them from giving more.

fouR lessons foR diaspoRa philanthRopy

How does all of the above help us to better understand and 
better respond to the challenges of diaspora philanthropy? One 
obvious conclusion would be that there is a very large amount 
of diaspora philanthropy already going on, it is happening in 
a lot of different ways, and diaspora communities—certainly 
Asian diasporas, but not just them—are quite adept at creating, 
maintaining, and nurturing multiple avenues and mechanisms 
for their philanthropic giving. Indeed, as the Pakistan case in the 
post-9/11 years suggests, philanthropic giving is an important 
need for diaspora communities, and they will invariably find a 
way to give even when the institutional mechanisms available 
to them become restricted.

Notwithstanding the above, the four cases presented 
here—diaspora philanthropy by Indians, Filipinos, Chinese, and 
Pakistanis in America—also point us toward a number of more 
nuanced lessons about why diasporas give, how they give, and 
what challenges they face in doing so. From the Asian experi-
ence discussed in this chapter, at least four such lessons seem to 
be of particular importance because our understanding of them 
could help us in better appreciating both the concept and the 
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practice of diaspora philanthropy. First, there is a strong desire 
among developing country diasporas to give to individuals in 
need, rather than to institutional causes. Second, many develop-
ing country diasporas have fairly low institutional trust in either 
governmental or nongovernmental institutions in their country 
of origin. Third, for diaspora communities, philanthropic giving 
serves a crucial identity need. Fourth and finally, a key hurdle 
to greater diaspora giving is not simply the lack of resources to 
give, but severely constrained instruments for giving. By way 
of conclusions, each of these four I’s—Individuals, Institutional 
Trust, Identity, and Instruments—is discussed below.
 
Giving�to�Individuals
For entirely rational and reasonable reasons, many developing 
country diasporas prefer to give directly to individuals in need 
rather than to institutions working for structural change and 
reformation of society. We see, therefore, a greater proportion of 
diaspora philanthropy being directed toward alleviating private 
poverty and assisting in sustaining subsistence within one’s kin-
ship networks than toward institutional investments in such areas 
as education, health, and infrastructure. Arguably, institutional 
investments can often have a greater payoff from a development 
perspective because such investment, if done right, can trigger 
deeper and longer-term societal transformations.

However, as many in the Pakistani American diaspora in-
sist (Najam 2006), if the resources now being directed toward 
private poverty were suddenly redirected toward institutional 
investments, the philanthropic safety nets would disappear 
from under those who barely subsist on such giving and “pri-
vate poor” would turn into “public poor.” In societies where the 
plight of the “public poor” is dismal, maybe directing diaspora 
philanthropy toward private poverty is not an entirely bad thing. 
Many diaspora givers also insist that they can control for quality 
as well as effectiveness if they give directly to individuals. The 
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gratification that they themselves derive from the act of giving 
is more immediate and their control over the money being used 
properly is also more direct. On the other hand, it should also be 
noted that while giving directly to individuals can enhance the 
efficiency that comes from plugging any leaks, it does not allow 
for the efficiencies that come from economies of scale.

The challenge, then, is for diaspora philanthropists to find 
ways of giving that allow them to take advantage of economies of 
scale without losing the ability to supervise the use of their gifts 
and to retain personal contact with the beneficiary. The model 
of neighborhood associations at the giving end and hometown 
associations at the receiving end that the Filipino diaspora has 
gravitated toward (Opiniano 2006) tries to achieve exactly such a 
balance. The Chinese experience seems to have similarly created 
“community size” giving mechanisms that target individual needs 
in the Qiaoxian regions and utilize the natural concentrations of 
Chinese Americans in Chinatowns (Yin and Lan 2004). Indeed, 
in both the Pakistan (Najam 2006) and India (Sidel 2005) cases 
we see a similar trend made manifest through the creation of 
organizations here in the US that directly undertake projects in 
the country of origin and, thereby, seek to be close to both the 
donors and the recipients.

Lack�of�Institutional�Trust
One more reason why many Asian diasporas choose to invest in 
giving to individuals rather than institutions is the chronic lack 
of trust in institutions, whether they are governmental or non-
governmental. This was, for example, a resounding conclusion of 
the research on Pakistan (Najam 2006) and is also noted by those 
studying India (Manivannan 2006). This lack of institutional trust 
is likely to be prevalent in most developing countries, simply 
because most developing countries are characterized by weak 
institutional systems and, therefore, citizens of these countries 
tend to have (often, rightly) little trust in their institutions.
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However, it is disturbing that in many countries the lack of 
trust is not restricted to government institutions and extends 
to nongovernmental organizations, whether they are domestic 
ones or international (Najam 2006). This does not bode well for 
development in general and certainly does not bode well for 
institutional governance in these countries. Here one is tempted 
to recall one of the findings from India (Kapur et al. 2005) that 
highlighted the need and opportunity for diaspora communities 
to invest not just their money but their knowledge and experi-
ence in the management of the institutions that they invest in. In 
both the Philippines (Opiniano 2006) and Pakistan (Najam 2006), 
nongovernmental organizations set up by diaspora communities 
themselves are doing exactly this by providing models as well 
as role models of good institutional governance. This, itself, is a 
significant form of knowledge philanthropy.

Identity�Needs
It is quite clear from all four cases in this chapter that for the di-
aspora community itself, philanthropy directed at their country 
of origin serves a significant identity need, whether it be in terms 
of national identity, regional or communal identity, or religious 
identity. That is what the diaspora “gets” out of diaspora phi-
lanthropy. One could hypothesize that the identity need that is 
being fulfilled is one of the prime determinants of what causes 
someone will give to.

This realization is not simply of academic value. It can have 
significant and serious implications for actual giving patterns. 
Because nations, like individuals, have multiple identities and 
because these multiple identities are often in real or construed 
conflict with each other, diaspora philanthropy can potentially 
become the fuel that fires the clash of identities within divided 
societies. This danger is particularly acute for diaspora com-
munities who—because they are physically and temporally 
removed from the “home base”—often live in the “memory of 
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the memory” that they left behind. There seems to be enough 
anecdotal and some empirical (see chapter by Devesh Kapur, this 
volume) evidence that diaspora giving can both fuel and fund 
identity conflicts.

The importance of identity needs also becomes evident as a 
second generation—born and/or raised abroad—comes of age. 
The philanthropic decisions of this and subsequent generations 
will depend on how they juggle their multiple hyphenated identi-
ties. Experience on this front seems to be mixed and it may be too 
early to conclude that future generations will necessarily reduce 
their giving to the country of origin.

Instruments�of�Giving
Probably the most surprising lesson that emerges from a review 
of these three cases, and of developing country diaspora philan-
thropy in general, is that the biggest hurdle to more and better 
directed diaspora giving is not a paucity of resources within the 
diaspora, it is a dearth of dependable instruments of giving that 
the diaspora communities have confidence in. Increasingly, the 
most important “instrument” of giving is a financial mechanism 
that would easily, reliably, and affordably transfer money (espe-
cially small amounts of money) from diaspora donor to home-
base recipient. Especially in the aftermath of 9/11, and with the 
policy changes that have taken place as a result, the availability 
of such instruments has diminished while the cost of the limited 
instruments still available has escalated. One of the single most 
important things that could be done to change the quantum as 
well as nature of giving by developing country diasporas is to 
somehow provide easy, reliable, and affordable means of trans-
ferring small amounts of money.

However, money transfer is not the only “instrument” of 
giving that is in short supply. As stated earlier, reliable institu-
tions—including reliable nongovernmental institutions—that the 
diaspora community has confidence in are also in short supply. 
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Very often it is also difficult to find useful and timely informa-
tion on what needs to be done as well as what was done with the 
last batch of contributions that might have been made. The case 
of the Chinese American diaspora suggests that the confidence 
that the diaspora has in the available channels of giving is also 
important and having a multitude of channels available for giv-
ing to and by different groups is desirable.

The point to be made here is simply that for many develop-
ing country diaspora communities there is a significant amount 
of untapped “philanthropic potential” that is not being used 
because the instruments of giving are either not there or are 
deficient. The way to tap into this potential is to find means and 
ways that will make it easier to give, offer sufficient choice and 
options to diaspora donors, and make it possible to track the 
impact of what is given.
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CHaPter 6

african Diasporas

Mojúbàolú olúfúnké okome

Wealth is not what you own, but what you give away.
—Ibo proverb 

151

This chapter examines African diasporas, diaspora giving trends 
to Africa, and the equity ramifications of these phenomena on 
African socio-economic relations. As is well established, many 
of the presumed advances of globalization remain out of reach 
for most Africans (World Bank GEP 2006:9). Many Africans 
have come to associate the gains of globalization with locales 
abroad, driving an enduring desire to migrate in search of bet-
ter opportunities. More Africans than ever before are migrating 
today, part of the 125 million people estimated to be on the move 
worldwide. Foreign consulates in African countries are swamped 
with Africans seeking immediate and permanent exit from their 
respective countries. Migration has become a survival strategy for 
many Africans, giving rise to diaspora communities throughout 
the world.

These communities are concerned with issues of well-being 
that transcend mere concern for kith and kin. While the scholarly 
focus has predominantly been on non-philanthropic transfers by 
migrants, preliminary findings reveal that there is substantially 
more philanthropy than is evident in the literature. Although such 
efforts remain modest, they are significant to the equity issue as 

Epigraph from Chinua Achebe, quoting an Ibo proverb in an interview by 
Georgina Beier in They Keep Their Fires Burning. Bayreuth African Studies 185, 
pp. 141–152, 2005.
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instances of commitment to addressing perceived problems of 
poverty, want, and inequality (Okome 2005a).

afRiCa’s diaspoRas

There are many African diasporas that may overlap and inter-
sect to forge new and ever-changing African identities. Just two 
of the numerous ways of looking at the continent’s diasporas 
are by time period of emigration and by geography—including 
both external and internal African diasporas. Another way to 
glimpse the big picture of African migration is to survey a few 
of its causes.

The new, post–World War II African diaspora is still evolv-
ing, and African migration immediately after the war and today 
already differs qualitatively and quantitatively (Okome 2002a). 
Following the war, during Africa’s anti-colonial struggle for inde-
pendence, Africans went abroad seeking education, or engaging 
in travel for business or leisure. But these migrants generally 
returned to their home countries once their objectives were ac-
complished. The contemporary diaspora’s most rapid growth 
coincides with more recent economic crises, unsustainable debt, 
the use of policies of structural adjustment to “reform” African 
economies, and political turmoil.

According to estimates by the International Labor Organiza-
tion, more than 16 million Africans were migrants in 2000. Of 
these, 5.4 million were migrant workers. More women are mi-
grating, accounting for approximately 47 percent of migrants in 
Africa. Contrary to the expectation that women migrants follow 
their spouses, these female migrants often make autonomous 
decisions to migrate (ILO 2005:21). The population movements 
also include refugees, mostly from Western Sudan, West and 
Central Africa (Baruah 2006:6), and the Horn of Africa.

The vast majority of African migration occurs within the 
continent, as people move from areas of socio-economic and 
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political crises to areas of relative prosperity and stability. For 
example, South Africa and other thriving regional economies 
attract labor migrants from other African countries. An internal 
African diaspora exists that is as much a result of forced mi-
gration for some as the diasporas created outside Africa (with 
exceptions, such as diasporas that have resulted from trading 
relations) (Alpers 2001).

Recent African migrants to the US are small in number com-
pared with the total US migrant population. The 2002 census 
reports that there are more than one million African foreign-born 
in America: 3 percent of the foreign-born population and 0.3 
percent of total US population (US Bureau of the Census 2002). 
The reported number of African foreign-born in America reflects 
significant undercount because it does not include North Afri-
cans, who are counted as part of the Middle East. Also, only one 
in every four recent African immigrants in the US is counted in 
the census (Roberts 2005). The African foreign-born population 
is 6 percent of those who acquired permanent legal immigrant 
status in 2002.

Table 1: African Migrants by Region
35% Western Africa
26% Eastern Africa

20% Northern Africa
7% Southern Africa
<3% Middle Africa 

Source: US Census 2002 American 
Community Survey.

Factors that encourage migration from Africa include “wage 
differentials and crisis pressures in less developed countries, 
established inter-country networks based on family, culture 
and history” (Baruah 2006:6), and “the antinomies of globaliza-
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tion” (Okome 2002a)—which implies that globalization has both 
negative and positive consequences that vary by national and 
international region, nationality, gender, race, and class.

While recent African immigrants are not subjected to the 
inhumanity of being ripped away from Africa by those termed 
by Everett as “European body snatchers” (2002:126–127) and do 
not endure the middle passage, Jayne Ifekwunigwe (2004) con-
tends that recent African migrants are diasporan because they 
are fleeing unrelenting impoverishment on the continent.

African labor was, and still is, extracted from the continent 
into the “new world” as a result of what Okpewho, Boyce Davies, 
and Mazrui describe as the “Labor Imperative” and the “Territo-
rial Imperative” (1999). While both imperatives drove the creation 
of the old diasporas before World War II, the “Labor Imperative” 
created the new African diaspora. Today’s imperialism does not 
require the physical presence of imperialists within their empire. 
Instead, neo-colonial relations of power maintain imperialistic 
domination by extracting economic and financial resources and 
labor, using them in new ways in the peripheries of the empire. 
Today’s imperialism is driven by transnational capital, especially 
multinational corporations in the global north. It is supported by 
state policies in both the north and the newly liberalized global 
south, which is compelled to integrate into the global economy.

Differing levels of privation and compulsion drive exit from 
Africa today. Some who take desperate measures to leave are 
long-term unemployed youth. Others are older professionals who 
may be either underemployed or unemployed (and considered 
unemployable) in their home countries. They are the dramatis 
personae in the tragic media reports: trafficked persons, stowaways, 
deaths in the Sahara, drownings in capsized boats in the Mediter-
ranean, and those living on the margins in stronger economies. 
This is due to an “oversupply” of labor in sending countries and 
a demand for workers in the receiving countries where “formal 
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and informal networks . . . link supply with demand” (Martin, 
Martin, and Weil 2002).

Some migrants flee political persecution and become exiles, 
yet others flee devastating famines, natural disasters, political 
conflict, and war—Somalis, Liberians, Sierra-Leoneans, Con-
golese, Rwandans, Eritreans, and Burundians are just a few. 
Some Africans flee religious persecution—the Egyptian Coptic 
Christians and some Southern Sudanese are among these recent 
migrants (Okome 2002a; Drumtra 2003; Schlecht 2003; Dryden-
Peterson 2004). Lack of coordinated management of migrant flows 
may increase African migration (Martin et al. 2002). While many 
destination countries have policies to provide refuge for exiles, 
these policies are unevenly applied and subject to politicization 
particularly when there is insufficient documentation to prove 
refugee status.

Created by the old and new imperialisms, African diasporas 
maintain ideological and social connectedness with the continent 
(Patterson and Kelley 2000). Consequently, African migrant work-
ers, refugees, and exiles are very much in touch with their home-
lands. This is seen in both diasporas’ social practices, aesthetics, 
religious ritual, and the literary and scholarly imagination. 

The new transnationalization of the African diaspora both 
strengthens and creates links between the old and new African 
diasporas. The most vibrant of these linkages depends on the 
ideologically driven construction of an African identity. But the 
process also creates intra-racial ethnic tensions, meaning that 
groups may be seen by those outside them as belonging to the 
same race, but within the group, there are fine distinctions made 
based on differences in ethnicity and national origin. These 
divisions prevent unity, collaboration, and coalition building 
to solve common problems (Watkins Owens 1996). Nationality, 
rather than the embrace of a Pan-African identity, still drives 
and substantively divides the various African diasporas. These 
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tensions subvert the Pan-Africanist promise that the continent 
is an indivisible whole, whose progress can only be achieved 
with united effort to ensure that the governance and creation of 
wealth in Africa is taken over by Africans for Africans. African 
migrants must consciously collaborate to live up to the promise 
of being “productive and progressive for Africa” (Zeleza n.d.).

The linkages among African diaspora networks produce 
succeeding flows of migrants by dispersing information on 
how to navigate the tough economic and political realities and 
broad structural forces they confront. The networks contribute 
by supporting generational chain migration (Light, Bhachu, and 
Karageorgis n.d.).

The ability to form or join a community also substantially 
reduces the harshness of a new, often hostile environment. An 
informal, sometimes illegal economy forces some undocumented 
migrants into menial, low-wage labor and sex work for survival 
(Zeleza n.d.:18). Increased migration causes a proliferation of in-
stitutions, including religious, humanitarian, nongovernmental, 
and governmental organizations that serve documented and 
undocumented migrants. The World Wide Web provides another 
avenue to community. However, the poorest and technologically 
challenged are often unable to take advantage of this innovation 
(USDOC and NTIA 1999; USDOC, ESA, and NTIA 2000).

Unskilled African migrants are reviled by unfriendly policies, 
which criminalize them as undocumented migrants subject to 
gross exploitation by employers. These workers often begin their 
labor force participation in the informal and/or underground 
economy, and when lucky, work their way up in the socio-
economic ladder. For unskilled African migrants, there is a great 
risk of getting stuck in a vicious cycle of perpetual informality and 
under-remuneration. Skilled contemporary African migrants are 
courted for technical and professional jobs. But skilled workers 
may also migrate as undocumented workers, beginning in the 
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informal economy as underpaid, underemployed, and sometimes 
exploited workers until they secure documentation.

Some diaspora members are able to play political roles in their 
countries of origin and settlement. Certain sending countries, such 
as Nigeria and South Africa, may extend dual citizenship to their 
diasporas. Some, like Jerry Rawlings’s Ghana and Haile Selassie’s 
Ethiopia, may also extend dual citizenship to Africans from the 
old diasporas (Ghanaian Newsrunner 1995). Active diasporas may 
campaign for an extension of these and other rights. For example, 
the Uganda-North American Convention demanded dual citizen-
ship in 2000 (New Vision 2000), and Ghanaian and other migrants’ 
campaign for voting rights for the diaspora led to the codification 
of voting rights for the diaspora into law in ten African countries. 
Transnational migrants seek such policies to extend their power 
vis-à-vis the state. They also agitate for increased participation 
in politics in their home countries through voting, contesting for 
office, critiquing government policies, and pushing for change, 
increasingly communicating via the Internet.

RemittanCes and philanthRopy

Types�of�Giving
It is generally believed that most remittances to Africa are trans-
ferred to cover the cost of daily expenses and to fund the welfare 
and subsistence needs of family members (Sander and Maimbo 
2003:17; Loup 2005; Puri and Ritzema n.d.; Baruah 2006:8). Mi-
grants also send staples as well as desired luxury goods like 
electronics. Some migrants establish bank accounts to save money 
for children’s education and fund future migration by children 
and other family members (Puri and Ritzema n.d.).

Remittances are primarily used for daily needs and expenses 
(70 to 90 percent of remittances), typically labeled as consumption 
or as improving the recipients’ standard of living. Other uses 
include health-related expenses and education (often grouped 
with consumption when seen as improving the standard of liv-
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ing); consumer durables (stereos, televisions, washing machines); 
improvements or acquisition of housing, purchases of land or 
livestock; sociocultural investment (birth, marriage, pilgrimage, 
death); loan repayments (often to pay for cost of migration); sav-
ings; and income- or employment-generating activities (Sander 
and Maimbo 2003:17).

The results of a survey conducted in France among migrants 
from Senegal, Mali, Guinea-Bissau, and the Comoros indicate 
that family support is the primary purpose for remittances to 
the home countries. Subsequently, they fund home construction, 
business investment, and community development efforts, which 
involve the provision of infrastructure for health and school 
facilities. Another report shows migrants from Ghana sending 
up to 70 percent of their remittances for family support to fund 
consumption, paying for education, health, and emergency needs. 
Only 30 percent of remittances go toward investment in land, 
cattle, and construction. For Malian migrants, 80 to 90 percent 
of the remittances go toward family consumption needs, and 
immediate survival needs are prioritized over long-term invest-
ment (Loup 2005).

Relatively fewer African migrants report that they send remit-
tances for loan payments and investments than other migrant 
groups (Loup 2005:12). Most migrants will not neglect the welfare 
needs of their family members in favor of income-generating 
ventures that are not guaranteed to succeed.

Few Malian migrants, for example, invest in small-scale busi-
nesses and trade back home since the migrant’s presence is crucial 
to the proper supervision and success of such business activities. 
With investments, livestock and petty trade sectors are preferred 
over transport or import/export businesses. Where non-family 
consumption needs are funded, house construction tends to 
dominate, and the government of Mali reportedly established a 
matching fund to finance housing. Mali and Burundi both match 
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funds remitted by the diaspora for local development projects 
(Baruah 2006:19–21).

In a study of remittances to the Least Developed Countries, 
Uganda was cited as the only African country where treasury 
bills and bonds are made available to migrants, who are encour-
aged to invest in these vehicles. The Ugandan government also 
gives information on investment prospects and partnerships in 
development projects to its citizens in the diaspora.

In-kind donations include clothing; books; equipment; dis-
semination of free information; and radio, television, and Internet 
infrastructure. For example, the Kudirat Initiative for Democracy 
began as part of the Nigerian pro-democracy and human rights 
coalitional efforts to unseat General Sani Abacha. It worked with 
its coalition partners to beam Radio Kudirat broadcasts into Ni-
geria from abroad during Abacha’s reign of terror and plans to 
develop and disseminate programs in five of Nigeria’s numerous 
languages. Hafsat Abiola, the organization’s founder, received 
international grants to support its projects (Sykes 1999:6–7). Arms 
and ammunitions supplied to ethnic militia and nationalist lib-
eration efforts are yet another type of in-kind donation.

Some transfers are made as services: religious ceremonies, 
pro bono medical care, and education (Sander and Maimbo 
2003:20). Many hometown associations (HTAs), migrant ethnic 
associations, and professional organizations provide pro bono 
medical care and other skilled services.

One of the most remarkable examples of other philanthropic 
giving is the establishment of six universities in Somalia, including 
four in Somaliland, a self-declared independent state that is not 
recognized by any other states. The Somaliland Forum, a group 
of Somali intellectuals in the diaspora, along with Californian 
Friends of Hargeisa University, spearheaded the establishment 
of the University of Hargeisa in 2000. They were assisted by the 
UN and its affiliated agencies, particularly the UNDP, as well as 
by Somali businesspeople and local communities (University of 
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Hargeisa). The University now has traditional educational struc-
tures as well as an online distance learning program funded by a 
partnership between the World Bank, UNDP, and African Virtual 
University (World Bank Institute 2005). University of Burao was 
established in 2004 as a result of a public-private partnership, 
again involving the Somaliland Forum, Somaliland Welfare Or-
ganisation in Oslo, and other Somali in the diaspora (University 
of Burao). Graduates of the Technical Institute of Burao, which had 
been established with German grants but was destroyed during 
the wars in the 1980s and 1990s, played a key part in fundraising 
for the project (afrol News 2004).

Record-Keeping
Official records on remittances, particularly for Africa, reveal 
significant inaccuracies and gaps. Fully two-thirds of sub-Saha-
ran African countries lack data or underestimate or overinflate 
remittances (Baruah 2006:7). The exact amount and value of these 
remittances are hard to determine, but some scholars have pro-
vided estimates of transfers. Many studies contend that the value 
of informal remittances is greater than the formal. The estimated 
value of unrecorded remittances by Egyptian migrants was as 
much as 33 percent of all remittances between 1985 and 1986, 
and those by Sudanese migrants in 1984, up to 85 percent (Puri 
and Ritzema n.d.). For Sudan, a 1992 study by Brown estimates 
that for 1983–1984, unrecorded remittances are responsible for 
39 percent of adjusted GNP and they enhance net factor incomes 
from 7 to 17 percent of adjusted GNP (Puri and Ritzema n.d.).

Volume�and�Frequency
The degree of attachment to family back home influences volume 
and frequency of remittances. First-generation migrants tend to 
give more and to remit more frequently, although subsequent 
generations may be able to remit more substantial funds. Those 
remitting money to Africa are predominantly low-income mi-
grants (Puri and Ritzema n.d.). Table 2 shows figures of remit-



Table 2: Remittances in 2003 (in millions of US$)
Country (year if not in 2003) Inflow Outflow Net
Angola (2002) 0 223 –223
Benin (2001) 83 10 73
Burkina Faso (2001) 50 44 6
Burundi 3 0 3
Cape Verde 92 1 91
Democratic Republic of the Congo 0 3 –3
Eritrea (2000) 3 1 2
Ethiopia 46 18 28
Guinea 111 46 65
Guinea-Bissau (2002) 17 5 12
Lesotho (2002) 184 21 163
Madagascar 16 8 8
Malawi (2002) 1 0 1
Mali (2002) 137 30 107
Mauritania (1998) 2 10 –8
Mozambique 70 29 41
Rwanda (2002) 7 32 –25
São Tomé and Príncipe (2002) 1 0 0
Senegal (2002) 297 39 258
Sierra Leone 26 3 23
Sudan 1,223 1 1,222
Togo (2002) 104 17 87
Uganda 295 264 31
United Republic of Tanzania 
(2002) 7 21 –14

Zambia (2000) 0 24 –24
Source: IMF Balance of Payments Statistics. Remittances defined as workers’ 
remittances and compensation of employees (Baruah 2006:5). These figures 
do not provide US-specific data.
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tances for Least Developed African Countries from 1998 to 2003 
(Baruah 2006).

Only 5 percent of remittances are estimated to go to Sub-
Saharan Africa (although the under-reporting and lack of data 
in this region should be taken into account). The Middle East and 
North Africa constitute 18 percent of remittance flows, and two 
African countries, Egypt and Morocco, feature among the top five 
countries to which remittances are sent (Sander 2003:4–6). The 
size of remittances is even more significant because its growth 
has outpaced the number of migrants and should increase over 
time. Migrants send an average of $200 per international transac-
tion (Sander 2003:6). It is estimated that African migrants remit 
between 15 and 50 percent of their income, and in some instances, 
keep their entire income in their home countries as arranged in 
their employment contracts (Sander 2003:8).

According to President Issaias Afewerki of Eritrea in 2000, 
$100 to $150 million annually is remitted by Eritrean immigrants 
in the US to their country of origin as gifts and investments 
(Mufson 2000:A14). The 2002 IMF Balance of Payments Yearbook 
shows that among the top twenty developing country recipients 
of remittances in 2001, 8.5 percent of Uganda’s GDP, 9.7 percent of 
Morocco’s, 13.6 of Cape Verde’s, and 26.5 of Lesotho’s were sent 
by their migrant workers. Somalia received an estimated $800 
million to $1 billion in 2000, ranking thirteenth among develop-
ing country recipients in per capita receipt of remittances. Mali 
derived as much as 17 percent of its financing for public aid in 
1991 from remittances. Since the 1980s, Lesotho received three 
times as much from remittances as is disbursed as official aid, 
and Cape Verde received four times as much from remittances 
than from international aid for the last ten years (Pérouse de 
Montclos 2005:2).
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motiVations foR giVing

As the Ibo proverb in the epigraph suggests, philanthropy is a 
central ideal to being a good person within the context of African 
traditional mores. Most African migrants give back as much as 
they can, often at great personal sacrifice. They expect no returns 
other than the gratitude of recipients, and regional cultural mores 
may even dictate anonymous giving. Most African migrants are 
constantly preoccupied with how they can give back, what to give 
back, and how to foster optimal benefits from giving.

Much philanthropy exists as mutual aid for friends, extended 
family, lineage, and fictive kin, including, but not limited to those 
from an individual’s ethnic group. As the Yorùbá say, ilé l’a ti nkó 
èsó r’òde (charity begins at home). Thus, the rationale is that wealth 
in people should be nurtured and fostered, and family (including 
the extended family) should be helped first, and then others.

Other social expectations also influence giving. Diaspora 
members give to friends and acquaintances who sometimes 
contact them for assistance. Such gifts may be to reciprocate old 
favors, to build goodwill, or are construed as benevolence by 
the giver. The perception that a migrant is “living the good life” 
generates demands for such handouts, and giving in response 
may be to show that this is true, even where such “good life” is 
fictitious or tenuous. There is also giving for rehabilitation and 
reconstruction after wars and natural disasters.

Other key features of migrant African philanthropy include 
its many small-scale efforts by numerous groups. These groups 
form along ethnic, kinship, and national lines. There is a ten-
dency for these groups to seem invisible to external observers 
and non-members of in-groups. Professional associations tend 
to be national rather than continent-wide. Institutional cultures 
emphasize trust, loose organization, volunteerism, and male 
dominated decision-making.
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The efforts of African migrants closely resemble patterns 
established by newly urbanized Africans in the continent during 
the colonial era. Many studies of African urbanization indicate 
the ubiquity of newly urbanized Africans’ formation of HTAs 
and home improvement unions that give assistance, including 
philanthropy, to the towns of origin.

Older African diasporas in the US have the same philanthropic 
ethics and mores as urbanized Africans and migrants from the 
continent (Copeland-Carson 2005:77–87). Voluntary efforts “to 
redistribute financial and other resources for the purposes of 
promoting collective good” are found in the old diaspora, where 
African institutional mechanisms and social obligations adapted 
by African Americans in the past continue today (Copeland-
Carson 2005:78).

meChanisms and institutions

Mechanisms
Formal financial service providers to Africa include banks, 
credit unions, post offices, traditional money transfer operators 
(MTOs) like Western Union and MoneyGram, and Internet-based 
MTOs. The mechanisms used differ by country and sometimes 
by region: for instance, Malian migrants in France use informal 
mechanisms to a greater degree, and Senegalese migrants use 
Western Union and banks, the latter when sending savings and 
investments (Loup 2005:15). Relatively fewer African migrants 
use formal mechanisms, either because banks do not offer the 
services, or the banks available in the host country may not have 
branches in the home country. Thus far, money transfer operators 
and ethnic businesses have been more proactive than banks in 
offering targeted financial services to African migrants.

Banks offer four basic kinds of services: SWIFT (Society for 
Worldwide Interbank Financial Telecommunication) transfers, 
credit to a recipient’s bank account at the same institution, 
credit to a recipient at a different bank, and credit to an account 



African�Diasporas 165

for a cash pick up (Mutume 2005:8). In Kenya, the banks have a 
reputation for efficiency and availability, and migrants use them 
extensively. In Morocco banking services are provided by a state-
owned bank, Groupe Banques Populaires (BP), with branches in 
several European countries. Immigrants can open joint checking 
accounts with relatives back home and do wire transfers that can 
be withdrawn at home or made to anyone at a fixed rate of 90 
dirhams (approximately $9.00). The bank offers subsidized credit 
for real estate and entrepreneurial ventures in Morocco and sev-
eral types of insurance, including for the repatriation of a body 
and airfare for emergency travel. It also sponsors a foundation 
that funds cultural events and special schools for the children 
of emigrants in Tangier and Agadir (Orozco 2003:9).

Some migrants have created banks specifically to serve 
their needs, as shown in Sylviane Diouf-Kamara’s (1997) study 
of Senegalese migrants in New York City who remit significant 
transfers to Senegal through banks owned by members of their 
community and other networks.

After 9/11, Somalia lost the main mechanism for remittance 
transfers when Al Barakat Bank and MTOs in the country were 
closed down (UN Sec. Council 2001). It was not until September 
2003 that the UNDP established the Somalia Financial Services 
Association with funds from the UK Department for International 
Development and technical assistance from KPMG Kenya. The 
association facilitates the transfer of approximately $750 million 
annually.

Post offices are reputed to be unduly slow and often unreli-
able, and tend to be used sparingly, with the exception of in the 
Southern African region. The US Postal Service introduced a 
money transfer system, Sure Money/Dinero Seguro, about eight 
years ago. People can send up to $2,000 per day from participating 
post offices to ten countries in Latin America. European postal 
services also have the Eurogiro system that facilitates interna-
tional money transfers to over thirty countries (Orozco 2003:6).
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Among MTOs, Western Union and MoneyGram have the most 
presence and name recognition; the former is reputed to control 
25 percent of the entire market (Orozco 2003:6). Most migrants 
use them, especially in emergencies, but their high cost may 
curtail their ubiquitous use. The reliability and security of the 
services still make them more attractive compared with personal 
intermediaries who may misappropriate or be vulnerable to theft. 
Increased competition and more consumers in this sector could 
lower the cost, making these services more attractive.

Internet MTOs have less name recognition and serve more 
specialized or regional populations. Examples include Dahabshiil 
in Somalia (Baruah 2006:5) and Homelink in Zimbabwe, which 
was established by the foreign exchange–starved government 
after the IMF and World Bank sanctions that followed the 2000 
elections. Some of the MTOs offer vouchers that are redeemable in 
shops at the home country, or deliver goods as well as money.

There is great dependence on informal methods of remitting 
resources to Africa. Most migrants take money and consumer 
goods themselves, or rely on trusted friends, family members 
and acquaintances to physically take money and goods back 
home. Informal arrangements are made with individuals, eth-
nic businesses, shipping companies, immigrant associations, 
and even through private homes (Mutume 2005). Increasingly, 
information technology tools are used to transfer knowledge, 
skills, and technology from migrant populations to their home 
countries (Okome 2002c).

Many migrants remit money through ethnic stores that are 
owned and operated by indigenes from their home countries 
(Orozco 2003:1). Some shipping companies and courier services 
provide services for immigrants or migrants who want to send 
goods and merchandise back home. There are also informal ex-
changes that arrange to have money available in the migrant’s 
home country in exchange for the migrant providing the equiva-
lent in their country of residence.
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Hundi and hawala systems are used predominantly in East 
and North Africa. They are derived from “traditional migrating 
and trading networks” that link Africa, the Middle East, and 
Asia (Loup 2005:15). One party pays hard currency to another, 
who advances the equivalent of the funds to another designated 
party or for a designated purpose abroad (Orozco 2003:5). The 
exchange may not be immediate or may be staggered and is 
often not recorded in any official documents. After 9/11, the US 
government cracked down on the hawala and hundi money trans-
fer operations because of the suspicion that many were used by 
terrorist networks (Taipei Times 2002; Guardian 2002). This created 
considerable problems for people who relied on these transfers 
to make remittances to family members back home.

Institutions
Africans in the diaspora are increasingly establishing formal 
philanthropic institutions, especially religious, ethnic, alumni, 
and hometown associations. Groups accumulate resources to 
fund designated projects through membership dues, special lev-
ies, annual fundraising, social events, solicitation of donations 
from the diplomatic community, and US public resources. Some 
of these groups use their resources to support other organiza-
tions in countries of origin. They also combine their efforts with 
international foundations or NGOs.

Religious institutions of both the old and new diasporas en-
gage in missionary efforts in Africa. They donate buildings, school 
supplies, and equipment to immigrants’ home countries. Many 
send money to support their mother institutions; some African 
diaspora churches report sending at least a third of their collec-
tions to the mother church (Okome 2005b). Some old diaspora 
institutions like the African Methodist Episcopal Church are 
highly experienced fundraisers for social services and technical 
assistance in the US and Africa. They are sharing fundraising and 
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operational skills with similarly inclined new African diaspora 
institutions (Copeland-Carson 2005:84).

Ethnic mutual aid efforts, such as Yorùbá and Ibo migrant 
associations, raise funds for philanthropy for their immediate 
communities in the US and Nigeria. Pan-ethnic African phi-
lanthropy is also growing alongside more conventional efforts 
(Copeland-Carson 2005).

Alumni associations also engage in fundraising to pay for 
projects back home. Many such efforts include the construction 
and renovation of libraries, classrooms, and dormitories. They 
also donate books, journals, educational materials, and computers, 
particularly during the celebration of important milestones such 
as the institution’s golden, silver, and centenary celebrations.

After the crises of the 1970s through 1990s, four international 
philanthropic institutions—the Ford, MacArthur, and Rockefeller 
Foundations and the Carnegie Corporation—collaborated to 
build capacity and infrastructure in African universities. The 
African university grantees now also fundraise among their 
migrant alumni. The University of Ibadan, for instance, has the 
Fanton challenge, a $250,000 dollar-for-dollar match offered by 
the president of the MacArthur Foundation and the Nigeria 
Higher Education Foundation (founded with funding from the 
MacArthur Foundation and headquartered in Uniondale, New 
Jersey). The drive encourages overseas alumni to donate toward 
capacity building by Nigerian universities (Nigeria Higher Edu-
cation Foundation n.d.).

Many HTAs and home improvement unions collect and donate 
funds for school, hospital, church, road, and other infrastructure 
construction. Many participate in public health outreach to their 
home communities. Nigerian and Ghanaian ethnic associations 
and HTAs fundraise for provision of potable water and building 
community centers (Sander 2003; Okome 2005a). The Eko Club of 
Atlanta, one of the HTAs formed by migrants from Lagos, Nigeria, 
provides “humanitarian assistance to the poor, the needy, and 
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the underprivileged in our communities here in Atlanta and in 
Lagos, Nigeria” through “higher learning and our health care 
institutions in Lagos” (Ajayi 2006).

Associations of migrants in France who hail from the Kayes 
Region in Mali have provided remarkable amounts of support 
to their home community (Loup 2005:17). Sixty percent of Mali’s 
infrastructure was constructed using remittances. The donations 
came from approximately forty HTAs in France, paralleling the 
same number of HTAs based in Mali (Loup 2005:14; Sander 2003:18; 
Mutume 2005:10). Over the course of ten years, these associations 
sent remittances worth 3 million euros to support 146 projects. 
Ninety-four percent of the funds came from the associations, and 
the balance from NGO donors. The success of such efforts depends 
on the ability to meet the needs of the recipients, and recipients’ 
level of involvement in planning and execution (Sander 2003).

Some African migrant organizations establish 501(c)(3) non-
profit institutions that engage in mutual support in the land of 
sojourn and fundraising for remittance to the home countries of 
the migrants. These include medical organizations providing pro 
bono medical care. During the apartheid era, several nonprofit 
organizations were established to raise funds to support anti-
apartheid efforts in South Africa. Some of these organizations 
are still active.

Prominent individuals are also founding new organiza-
tions. Hakeem Olajuwon, the Houston Rockets star, founded the 
Hakeem Olajuwon Dream Foundation in Nigeria to undertake 
broad philanthropic outreach (Copeland-Carson 2005:83–84). 
However, in the post-9/11 period, Olajuwon has attracted more 
media attention for his alleged support of a mosque that made 
donations to Al Qaeda (Kelley 2005). Dikembe Mutombo, also 
of the Houston Rockets, started a foundation that gives health, 
educational, and poverty-alleviation assistance to the Demo-
cratic Republic of the Congo (DRC). He has also attracted media 
attention and has collaborated with many international NGOs 
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and international governmental organizations in other African 
countries. He has worked on HIV/AIDS prevention campaigns 
among youth, given donations to struggling African athletes, 
and spearheaded the construction of the first new hospital to be 
built in the DRC in over forty years (Copeland-Carson 2005:84; 
Dikembe Mutombo Foundation 2005). Kase Lawal, a Nigerian 
migrant in the oil industry, also engages in philanthropy to Af-
rican and African American communities, as well as to Nigeria 
(Chappell 2006; Hughes and Robinson 2006).

Informal savings efforts are used to accumulate and mobilize 
financial capacity for individual or communal purposes. Among 
the Yorùbá of Southwestern Nigeria, these savings efforts are 
described as èsúsú or àjo. A group of individuals contribute an 
agreed-upon amount of money according to an agreed-upon 
schedule, which may be weekly, bi-weekly, monthly, or otherwise. 
Members make an agreement or draw lots to decide when each 
member of the group takes the entire pot. One of the members 
could be designated the banker, or a trusted person outside the 
group plays the role of banker. The banker ensures that the money 
is collected from each member of the group and disbursed to the 
recipient according to the agreed schedule. Such funds are used 
for many purposes, including remittances abroad for capital 
projects, philanthropy, and family support. Immigrants also use 
this savings method to accumulate funds to establish businesses, 
pay children’s or their own school fees, repay debts, and enhance 
savings and investments in formal banking and financial institu-
tions. Resources raised through such informal group efforts are 
also donated to religious organizations, political parties, alma 
maters, and cultural groups (Sander and Maimbo 2003:17).

equity effeCts of giVing

Scholars debate whether or not diaspora giving has an impact on 
social or economic equity. For some, remittances, as contributions 
to income, have equity implications for recipients as well as for 
the society around them (Sander and Maimbo 2003). At the most 
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simplistic level, it can be assumed that poor people with migrant 
family members would benefit most directly from remittances 
transferred to fund their welfare needs. Besides poverty reduc-
tion, consumption is facilitated, there is increased liquidity, and 
mutual insurance grows (Sander and Maimbo 2003:17). Mutual 
insurance is responsive to social norms of reciprocity: assisting 
others often means that they will return the assistance at a future 
time. Malians resident in France who hailed from Kayes gave 
substantial support during the 1973 and 1984 droughts, and, “in 
Lesotho, where a state of famine was declared in April 2002, some 
analysts argue that the food crisis was caused, not by drought or 
bad harvests, but by a drop in remittances” (Pérouse de Montclos 
2005:7). If this assertion is to be taken seriously, remittances play 
a significant role in fostering equity.

In Burkina Faso, about 15 percent of households received in-
ternational remittances in the 1990s. Most were the poorest, and 
most of them female-headed rural families. In the same period, 
rural households are estimated to have reduced their poverty 
level by approximately 7 percent and urban households by 3 
percent (Sander and Maimbo 2003:17). In rural western Kenya, 
where agriculture is made difficult by poor climatic conditions, 
remittances have sustained local demand for construction, edu-
cation, and other non-farm activities and services, with a more 
significant effect on the local economy than is experienced in 
urban areas where more imports are consumed relative to the 
rural areas. Thus, rural households seem to benefit more from 
remittances than their urban counterparts, and welfare benefits 
derived go further for individuals, households, and the local 
economy in rural areas (Sander and Maimbo 2003:18).

Many families make economic decisions that entail collec-
tive investment in one family member’s emigration in order to 
improve the family’s prospects as a whole. In the colonial and 
post-colonial past, many African families invested in education in 
this manner. The expectation is that the migrant family member 
will assist others in establishing networks of chain migration, or 
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otherwise enhance the family’s welfare. This might include the 
reduction of physical labor, such as in Zimbabwe, where most 
households with migrants abroad farm less land than those 
without (Sander and Maimbo 2003:17). Information on Nigerian 
migrant Bini women from Edo State who are recruited into Italy’s 
sex industry reveals that the entire family sometimes invests in 
raising the initial travel fare and the cost of acquiring metaphysi-
cal protection to smooth the way and guarantee success. Scholars 
are yet to reach a consensus on whether this is a strategy of the 
poor, middle class, or wealthy, or whether migrants from poor 
families would give more than the others or vice versa.

Debt servicing can also be facilitated by remittances, as can 
foreign currency reserves increases, trade balance, and national 
income in general. Remittances are only second to official and 
private Foreign Direct Investment (FDI) as a source of develop-
ment finance in most developing countries, and actually exceed 
FDI in many poor countries. Many scholars argue that they have 
counter-cyclical effects of increasing income during periods of 
economic downturn in the recipient country (Ratha 2003:157). 
However, others point out the well-known fact that migration, 
being spurred by the desire for better economic opportunities, 
causes flows of people from poorer to richer countries, a process 
that is bound to have some positive equity benefits (Sriskanda-
rajah 2005:3). If more remittances go toward investments, their 
effects on the national economic profile of migrants’ countries of 
origin will ramify. However, the chances that investments will 
increase quickly are remote, due to the emphasis on prioritizing 
giving to support family members.

Remittances have negative as well as positive potential, as 
the donations of arms and ammunitions to ethnic militia and 
nationalist liberation efforts suggest. Remittances to Benin City 
and its environs have funded the construction of palatial houses 
dubbed “Italos” (Faris 2006): an acknowledgement of the Italian 
source of the remittances from migrant sex workers. Since some 
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participants in the trade can guarantee family survival and sup-
port, accumulate resources, make visible displays of affluence, 
build self-sustaining and reproducible networks, and then gain 
autonomy as madams, those who have other avenues to upward 
mobility foreclosed to them join the bandwagon (Carling 2005). In 
this case, the desire to level the playing field between the haves 
and the have-nots has generated a response that entails the traf-
ficking of very young women into the sex trade.

Internal migrations, such as to South Africa, can also cause 
problems, generating conflicts, tensions, and xenophobia. Migrant 
workers cause economic growth and the emergence of new trans-
national communities, but stymie prospects for genuine develop-
ment by encouraging governments to fall back on migration as 
a way to vent pent-up frustrations with political and economic 
malaise. Migrants’ family members may also strive less, work 
more sparingly, and consume more while saving less (Chami, 
Fullenkamp, and Jahjah 2003).

Many have rightly commented on remittances’ propensity to 
contribute to development, particularly in the face of inadequate or 
inappropriate aid and the acceptance of philosophical opposition 
to welfarism that the adoption of structural adjustment policies 
indicate. However, such transfers also may create moral hazards 
in that they may discourage more vigorous efforts to enhance 
life chances through an increase in the capacity to meet welfare 
needs. Worse, they make it possible for the state to assume that 
there is no reason to attend to welfare needs, and no assistance 
is warranted, because needs are adequately met. Official devel-
opment assistance can be similarly affected. Most significantly, 
market forces are allowed to take over what should be state 
responsibility: guaranteeing the basic welfare needs of citizens. 
This legitimizes a system that makes participation in human and 
drug trafficking seem legitimate survival mechanisms for those 
with few other options.
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ReCommendations and pRospeCts foR 
futuRe giVing

Giving trends by diaspora African communities to their countries 
of origin are not easily discernable. Concerted and systematic data 
collection is needed in recipient countries and African immigrant 
communities. While preliminary findings have shown that there 
is more philanthropy occurring than is apparent in the literature, 
more study is needed. Other subjects for further study are Afri-
can diaspora groups and organizations—they have neither been 
systematically mapped nor subjected to rigorous research.

While macroeconomic measures and policies that lower the 
cost of financial transfers may encourage African diaspora mem-
bers to give more, exchange rate variations and better returns on 
investments do not appreciably affect officially recorded transfers, 
although there are noticeable increases in informal transfers (Puri 
and Ritzema n.d.). There will probably be more giving if there are 
more mechanisms that foster increased predictability, reliability, 
and affordability. The current formal market conditions tend to 
favor those who can afford to make larger transfers, but if the cost 
of transferring smaller amounts of money could be reduced, more 
people would be able and possibly willing to remit, increasing 
the volume and value of remittances, with consequent positive 
effects on social welfare and equity.

The ability of migrants to control and administer their in-
vestments and remittances in destination countries would also 
influence the desire to give, save, and invest more. If less money 
were lost in the currency exchange process, people would also 
be inclined to send more remittances. More and better banking 
services, particularly products that would encourage investment, 
such as credit facilities, mortgages, and good investment options 
are also needed (Puri and Ritzema n.d.).

Migrants often leave with the intent to return home after ac-
quiring more and better skills or accumulating wealth or at least 
some material resources. These migrants may tend to maintain 
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deeper connections than those uncertain or unwilling to return. 
They also will tend to remit more, for investments and projects like 
house building and family support. If they acquire improved skills 
and experience, their return can also be considered a brain gain. 
However, while some migrants consider themselves temporary, 
they end up remaining permanently in the country of sojourn. 
In the information age, there are many ways in which distance 
does not necessarily preclude deep and intense communication 
and relationships, even if these are virtual. Virtual transnational 
communities may also develop that facilitate collaborative schol-
arship, the exchange of ideas, and investment. These will become 
more important, particularly as more African countries bridge 
the information gap with improved access.

There is great need for increased institutionalization among 
African immigrant organizations. Many in the US have formed 
non-profit outfits whose formal existence is belied by the con-
tinued dominance of very powerful individuals and the lack of 
democratic governance. Despite some cross-fertilization, there can 
still be a standoffish relationship between old and new diaspora 
institutions, many of which hire employees from their in-group. 
Also, elders are traditionally privileged for positions of authority 
(Okome 2005a). These attitudes will probably dissipate over time 
as the new diaspora becomes more established, and as second 
and subsequent generations develop who are more likely to have 
accumulated social capital and to be able to relate to the older 
diaspora’s institutions.

Due to the informality of the new diaspora’s institutions, 
their frequent lack of engagement with the formal philanthropic 
regime, and the consequent lack of awareness of professional 
mechanisms and tools for prospecting for donors, the level of 
growth of philanthropic remittances may be slow. There is room 
for even more collaboration between established international 
philanthropic institutions and African migrants. More can be 
recruited as staff and consulted as experts, and more partner-
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ships can be formed that bring each side’s expertise to bear upon 
a common agenda.

Given that those with family members abroad able to remit 
funds have access to additional resources, and that there is ram-
pant unemployment and underemployment, along with drastic 
limitations on upward mobility, survival may well depend on 
remittances (Sander and Maimbo 2003:17). However, the wholesale 
dependence on remittances to support the family members and 
home communities of migrants amounts to the privatization of 
essential development functions and responsibilities that should 
be undertaken by governments. It is crucial to prevent the devel-
opment of a hands-off approach to development by the state.

Remittances should grow in value and volume as the new Af-
rican diaspora becomes more established in the US and elsewhere, 
and as the numbers of migrants increase over time. Philanthropic 
transfers should grow as remittances do. Although this giving has 
touched and transformed many lives, philanthropy has not, and 
probably cannot, lift the continent out of poverty because of deep 
structural barriers to African economic development. Whatever 
good is engendered through remittances, it should only be an 
adjunct to significant state effort to combat the marginalization 
and poverty so many in Africa face.
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Like most Caribbean nations, Guyana, Haiti, and Jamaica have 
significant diaspora populations. While they face different de-
velopment challenges and have different diaspora policies, for 
all three countries the question of how to leverage diaspora en-
gagement in development is a priority concern. This chapter will 
summarize research on these three nations in order to illuminate 
how diaspora groups engage in Caribbean development—and 
how the groups themselves view that engagement.

Much scholarship and policy dialogue has focused on re-
mittances (see chapter by de Ferranti and Ody in this volume). 
However, less attention has been given to the other ways in which 
diasporas support their home country’s development, such as 
contributions of time and professional expertise—“brain circula-
tion” as opposed to “brain drain.” This chapter on the Caribbean 
diaspora aims, in part, to draw attention to the potential benefit 
of these non-money contributions to the Caribbean, recogniz-

This chapter draws on research case studies prepared for the Canadian Inter-
national Development Agency (CIDA) by Barbara Merz and Kathleen Dunn 
(December 2005). Special thanks to Kathleen Dunn who co-authored the case 
studies; to Naresh Singh who continues to serve as part of the Caribbean’s 
engaged diaspora; to Ellie Buteau and Kathleen McKenna for analysis of the 
survey data; and to Cynthia Chang, Bernard Parham, Ginger Tanton, and 
Alexandra Wood for their research assistance. In addition, I am grateful to 
participants in the May 2006 Global Equity Initiative’s conference on diaspora 
giving and equitable development for their comments on and improvements 
to an earlier version of this chapter.
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ing that there are negative effects on development stemming 
from the massive outpouring of migrants. The three case stud-
ies presented here analyze the views of both diaspora members 
and in-country leaders involved in Caribbean development in 
order to explore current and future opportunities for diasporas 
to enhance development in their countries of origin.

The scale of Caribbean out-migration is staggering. Thus, 
in proportion to their local populations, Caribbean nations 
have some of the largest diaspora communities in the world 
(Nurse 2004). However, similar to other regions, these diaspora 
communities are far from monolithic and reflect the diversity 
of their origin countries—even within national groups. Carib-
bean nations have multiple colonial heritages and their national 
languages include Dutch, English, French, Haitian Creole, and 
Spanish. Therefore, it is unsurprising that diaspora engagement 
with the Caribbean is also diverse. The three countries selected 
as case studies—Guyana, Haiti, and Jamaica—are not meant 
to be representative for all of the Caribbean. However, deeper 
exploration of diaspora engagement within this limited set of 
countries reveals a range of opportunities and challenges that 
may provide insight for other Caribbean countries that wish to 
engage their diasporas to enhance development.

Development is a complex concept. The definition of “devel-
opment” as used in this chapter is based upon work by Amartya 
Sen, Nobel Prize winner in economics and Senior Fellow with the 
Global Equity Initiative, who defined development as the effort 
to promote human capability through expanding the range of 
things that all people can choose to be or to do with their lives 
(Sen 1999). The human capability approach to development seeks 
to remove obstacles—such as illiteracy, ill health, lack of access 
to basic resources, or lack of civil and political freedoms—by 
expanding opportunity. (See Chapter 1 of this volume.) This ap-
proach to development is not rigid across cultures or over time. 
Sen deliberately left the capability approach to human develop-
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ment “incomplete” to ensure ongoing relevance to a variety of 
settings. Through participatory processes, communities set hu-
man development goals for themselves to reflect individual and 
cultural diversity (Alkire 2002).

To better understand how diaspora engagement may advance 
human development, it is important to consider whether or how 
diaspora contributions map onto local development agendas. 
To do so, it is necessary to compare diaspora contributions with 
stated development priorities of in-country leadership. This 
chapter reports on similarities and differences in these develop-
ment priorities both among the three countries and in each case 
between the diaspora and in-country respondents—and suggests 
possible ways of increasing diaspora contributions to enhance 
development in the Caribbean.

Surveys and interviews conducted as part of the research 
were designed to gather original data on diaspora engagement 
and respondents’ views on their contribution to development in 
their country of origin. Researchers collected survey data on the 
perspectives of a small sample of actively engaged diaspora mem-
bers and interview responses from leaders within the countries 
of origin. Information and views about diaspora contributions 
were compared and contrasted among leaders both at home and 
abroad. The data portray a rich diversity in Caribbean diaspora 
activity in the three cases.

One hundred diaspora members from Guyana, Haiti, and 
Jamaica completed the Diaspora Engagement Survey. The survey 
elicited diaspora members to describe the methods and magni-
tude of their personal engagement with their country of origin. 
The diaspora sample includes members from over sixty diaspora 
organizations ranging from alumni groups and professional as-
sociations to diaspora umbrella associations. The diaspora survey 
findings were then complemented by interviews with leaders within 
the country of origin. Over fifty in-country leaders were interviewed, 



Barbara�J.�Merz188

representing a cross-section of nonprofits, business, and govern-
ment representatives.

The scope of this research is purposefully limited to diaspora 
leaders and a targeted set of leaders within Guyana, Haiti, and 
Jamaica. The data collection from both diaspora and in-country 
leaders provides a comparative lens on contemporary views 
regarding diaspora engagement in three Caribbean nations. 
Nevertheless, the small sample size and targeted focus may 
obscure reasonable explanatory factors on the question of what 
encourages or constrains diaspora engagement in Caribbean de-
velopment. Diaspora engagement alone should not be viewed as 
a panacea for Caribbean development. In fact, the mere existence 
of such an enormous diaspora population from relatively small 
countries indicates a profound loss of human capital that each 
of these nations must face.

diaspoRa ChaRaCteRistiCs

There are several defined migration corridors from the Carib-
bean to major cities in Canada, the United States, and the United 
Kingdom. For example, French-speaking Montreal has long been 
a draw for Haitian migrants. It is also well-known that Cuban 
migrants have predominantly settled in Miami, Florida. In the 
United States the Caribbean population has largely settled in 
two eastern states: New York (36 percent) and Florida (36 percent) 
(Lapointe 2004). In Canada, the cities of Toronto and Ottawa 
have grown with both Afro-Caribbean and Indo-Caribbean 
immigrants. In the UK, there is a long history of Caribbean mi-
gration given the British colonial relationship with the region. 
Individuals from the Anglo-Caribbean islands landed in England 
as early as the seventeenth century, often arriving in the domestic 
service of planter families returning to Britain. More recent Ca-
ribbean migrants have settled in ethnic neighborhoods such as 
those found along Brixton Road in London. While this clustered 
migration has been the centerpiece of some political and social 
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tensions in London, it has also created a rich local culture with 
Caribbean influences found in new restaurants, music, and art. 
Despite these patterns, migration corridors continually evolve 
and are dependent on migration policies in both sending and 
receiving countries.

It has also been suggested that global migration patterns are 
bringing new ideas and changing expectations in both sending 
and receiving countries. An important example is migration’s 
influence on gender equity (see Chapter 1 of this volume). In the 
Caribbean, a recent study for the United Nations International 
Research and Training Institute for the Advancement of Women 
provides details on the predominately female migratory flow from 
the Dominican Republic. Dominican women have been migrating 
as the main economic providers for their households. The UN 
study reports that the money earned and sent by Dominican 
women migrant workers to Spain has empowered them as deci-
sion-makers within their households both at home and abroad. 
As breadwinners, they have influence over how their earnings 
are spent. In 90 percent of cases money was remitted directly 
to other women—often to a mother or a sister who was left in 
charge of the household back home. Despite rising economic 
power for these women, traditional gender roles persist in the 
Dominican Republic. Women’s improved status as household 
provider has not yet led to changes in ideas and culture that 
promote gender equality. The study concludes that gender beliefs 
change at a slower pace in this Caribbean case study than would 
be expected by the autonomous decision-making demonstrated 
by these migrant women (García and Paiewonsky 2006). These 
results, it must be noted, are limited to the diaspora population 
studied: in this case, the female diaspora was characterized by 
higher levels of poverty and lower levels of education than the 
diaspora population in the US, where a large number of Carib-
bean migrants are from urban middle-class backgrounds.  
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As each of the regional chapters in this volume emphasize, 
diaspora engagement varies greatly by country, by history, and 
by socio-economic strata. Diaspora preferences are shaped by 
structural variables such as gender, class, and race. Contributions 
back to one’s country of origin are often connected to identifica-
tion with place and specific issue-based causes. Consequently, 
understanding diaspora engagement requires analysis at the 
national, regional, and local level. The following table summa-
rizes key demographic and macro-economic facts on population, 
migration, and poverty rates by country to provide context for 
the summary of research findings that follows.

Table 1: Key Facts by Country

Guyana Haiti Jamaica

Current In-Country Populationa 
(millions)

0.7 8.3 2.6 

Estimated Diaspora Populationb

(millions)
0.4–0.7 1–2 0.8–2 

Net Annual Migration Rateb

(migrants/1,000 population)
–7.49 –1.31 –6.27

Percentage of Population below 
National Poverty Linec 35% 80% 19%

Unemployment Rate >9% 66% 12%
Annual Remittancesd

(millions USD) 100 810 1,400

Top Destination Countries for 
Migration

US, UK Canada, 
US

Canada, 
US, UK

Sources: a) Figures from http://www.cia.gov/cia/publications/factbook.  
b) Figures from http://www.migrationinformation.com. c) Statistics based 
on national governments’ definition of the poverty line. d) 2003 figures from 
http://www.worldbank.org/data/countrydata/countrydata.html.
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summaRy of ReseaRCh findings

The sample of diaspora leaders is evenly distributed among the 
three countries studied. The gender balance in the sample is 56 
percent male and 44 percent female. Respondents reside in the 
US, Canada, and the UK. They are well-educated (91 percent have 
a college degree), are mostly middle-aged and older (50 percent 
are over fifty years of age), and are by and large middle-class 
(over 80 percent earn more than US$50,000 per year). Basic de-
mographic information about the overall sample of respondents 
is summarized in the graphs below.

Figures 1–4: Demographic Information  
on Diaspora Engagement Survey Respondents
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Diaspora members engage with their country of origin through 
a combination of time, in-kind, and philanthropic donations. 
Survey results show that the desire to support hometowns, 
educational institutions, national development, religious institu-
tions, family and friends, and wider development all motivate 
diaspora engagement. The causes for which diaspora are most 
personally engaged are in the areas of education, community 
development, and youth.

Many respondents were motivated by national loyalty. 
“Helping with issues important to my country’s development” 
received the highest number of “very high importance” responses. 
However, motivations to help family and home communities 
also ranked highly. This is consistent with a view of diaspora 
engagement as “long-distance nationalism” originating from 
reasons centering on identity, which is formed at multiple levels 
including family, community, and nation (see chapters by Kapur 
and Najam in this volume).

Table 2
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When offering a self-assessment of their future engagement, 
the majority of respondents reported that their engagement could 
be higher if they trusted that their contributions would be put 
to good use. Only a quarter reported that it is already as high 
as it could be. Three-quarters of the respondents believe that 
contributing skills and knowledge is the most effective way to 
impact the future development of their home country.

The responses point toward frequent returns to the country 
of origin: 59 percent report that they return at least once annually. 
The purpose of the visit is principally to see family and friends 
(85 percent), to participate in development-oriented activities (51 
percent), and to conduct business (39 percent). Others reasons 
for return visits included interacting with government officials, 
vacationing, and attending conferences or cultural festivals.

Issues to which diaspora members contribute in their country 
of origin and their country of residence are substantively aligned. 
The top three issues that diaspora members contribute time and 
money to in their country of origin are education, community 
development, and youth concerns. These same three issues were 
the most frequently cited for contributions of time and money in 
their country of residence. Interestingly, in the country of resi-
dence, the next most important issue is arts and culture, whereas 
in contributions to the country of origin it is for economic growth.
Providing for basic economic opportunities still dominates over 
arts and culture in the philanthropic landscape of all three country 
cases. However, there were exceptions to this general trend. For 
example, in Guyana, many diaspora members contributed to a 
June 2005 commemoration to mark the twenty-fifth anniversary 
of the assassination of Walter Rodney, a Guyanese historian-politi-
cian. The event included cultural and artistic events to highlight 
Guyana’s shared African and Indian heritage and featured Dr. 
Rodney’s writing. While rallying diaspora commitment to this 
cultural event, the organizers placed great emphasis on the return 
of the diaspora to Guyana to commemorate.
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As might be expected, respondents on average spend almost 
twice as much time on resident country causes than on country 
of origin causes, but they spend almost twice as much money and 
in-kind donations on country of origin causes than on resident 
country causes. The time per month spent on causes in the country 
of residence averaged 40 hours while the time per month spent 
on causes in the country of origin averaged 23 hours. 

Table 3

Table 4
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Issues to which diaspora respondents contribute in their 
countries of origin and what they consider to be the development 
priorities of the country were not as closely aligned. Across all 
three countries, respondents viewed the top development priori-
ties as education (47 percent) and economic growth (33 percent). 
The categories listed are broad, so it is not possible to interpret 
whether education was singled out for greater access to educa-
tion, for higher quality, or at what level, i.e., primary, tertiary, 
or graduate. Similarly, economic growth could identify a range 
of levels and approaches. Nevertheless, it is clear that diaspora 
members are concerned with the current status of education 
and economic growth in their countries of origin and that many 
individuals have chosen to migrate from the Caribbean because 
of the prospect of better schooling or jobs abroad. The next sec-
tions highlight diaspora survey findings by country for Guyana, 
Haiti, and Jamaica.

Guyana—Development�Priorities�and�Obstacles
Guyana’s high emigration rate has created a diaspora so extensive 
that nearly everyone in the country has either family or friends 
in the diaspora. The number of Guyanese living outside Guyana 
is as high as the current population within the country. A dis-
tinctive feature of the Guyanese diaspora is its split along ethnic 
lines. The Guyanese population is comprised of individuals who 
migrated from India, Africa, and in smaller numbers from China, 
in addition to a minority population of indigenous Amerindi-
ans. A majority of Guyanese retain an identity of “belonging to 
an imagined community of a distant ancestral nation” (Orozco 
2004). Some Indo-Guyanese maintain traditional Indian dress 
and customs and practice Hindu religious ceremonies and a few 
consider themselves Non-Resident Indians even after their fami-
lies have lived for generations in Guyana. Consequently, many 
Indo-Guyanese and the Afro-Guyanese consider themselves part 
of the Indian or African diasporas—creating a “double diaspora” 
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identity for those who have moved away from Guyana. This 
dual identity of many Guyanese colors how the diaspora inter-
acts abroad, how it gives back to Guyana, and how it perceives 
government action.

In terms of identified development priorities for Guyana, 
greater political stability, economic stability, and better education 
were the top three priorities for both surveyed diaspora lead-
ers and in-country interviewees. However, there was a glaring 
disconnect in diaspora responses between what they identified 
as priorities in Guyana and what they identified as the Guyana-
related causes to which they currently dedicate their time and 
money. Most respondents engage in social causes rather than in 
the political or economic causes they identified as the highest 
priorities for Guyana’s development. The wide variety of reasons 
given for return visits to Guyana indicate a mix of personal and 
professional purposes, such as conducting medical tours and 
outreach programs, attending reunions for high schools, conduct-
ing research, sharing professional skills on a consultative basis, 
and attending a cultural festival.

When Guyanese diaspora leaders were asked if their personal 
engagement contributed to Guyana’s development, they felt that 
they did contribute and listed concrete examples such as: work-
ing as a regional malaria advisor, conducting direct outreach 
through health clinics and schools, and interacting with NGOs in 
the country. Other contributions include in-kind donations such 
as shipments of educational materials to schools or ministries. 
For example, the UK Guyana Law Association collects law books 
and computers from the diaspora community and ships them to 
the chief justice in Guyana, who is responsible for distributing 
them to courts for use by judges and magistrates in Guyana. In 
an interview with Carl Singh, the chief justice of the High Court 
in Guyana, he noted that the diaspora of the UK makes a sig-
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nificant contribution to the law in Guyana: “[t]he library is filled 
with donated books and materials and these materials benefit 
the administration of justice in the country” (Singh 2005).

Guyana’s racial divisions have contributed to a divisive po-
litical environment between Indo-Guyanese and Afro-Guyanese 
parties. Race-based divisions tend to replicate themselves in the 
organizations of diaspora groups. However, during recent emer-
gency responses, the diaspora overcame race-based divisions 
in many cases. Guyana’s diaspora was particularly active in the 
aftermath of major disasters such as the flooding in early 2005. 
Although the floods received very little international media at-
tention, the diaspora became one of the key channels of support. 
Such diaspora groups as the Guyana Tri-State Alliance; Health 
& Educational Relief for Guyana, Inc.; the Guyanese-American 
Cultural Association of Central Florida; the Guyana Flood Relief 
Organization; and the Queen’s College of Guyana Alumni As-
sociation galvanized flood aid by holding fundraisers (Phillips 
2005). Although the activity was limited to temporary relief, there 
is interest in whether the experience may be extended to ongoing 
development efforts. Another promising development among the 
Guyana diaspora has been the creation of a group investment fund 
to build low-income homes near Georgetown, the capital. This 
is an example of diaspora engagement meeting market demand 
where the domestic economy alone does not serve.

Ongoing race-based divisions may contribute to the lack of 
trust evidenced by the diaspora. Seventy percent of Guyanese 
respondents agreed with the statement that their engagement 
could be significantly higher if they had more trust that their 
contributions would be put to good use. Even this targeted sample 
of highly engaged diaspora leaders spends both more time and 
more money on causes based in their country of residence than 
on causes based in Guyana. (For more analysis of the Guyana 
case, see Merz and Dunn 2005a.)
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Haiti—Development�Priorities�and�Obstacles
Every one of the surveyed Haitian diaspora leaders reported 
that the diaspora could and should play a greater role in Haiti’s 
development. As the poorest nation in the Western Hemisphere, 
with 80 percent of its people living below the poverty line, Haiti’s 
development priorities are vast and pressing. Haiti’s population of 
over eight million people is the largest of any Caribbean country. 
Political violence, recurrent government turnover, and frequent 
natural disasters contribute to the inability of the country to 
meet the basic needs of many of its citizens. Corruption in Haiti 
complicates matters. In Transparency International’s Annual 
Corruption Perceptions Index (CPI), Haiti ranks second to last 
of all 159 nations surveyed (Transparency International 2005). 
Corruption undermines economic growth and repels foreign 
investment. In light of the challenging environment, Haiti will 
need to engage a range of resources to make progress toward 
development priorities. Haiti’s diverse diaspora may be one such 
resource.

Diaspora respondents already contribute to Haitian causes 
that relate to education, community, and economic development; 
however, the majority of respondents report that the Haitian 
government does not adequately seek to involve them in the 
country’s development. The greatest obstacle reported for diaspora 
engagement with Haiti was lack of receptiveness on the part of 
the Haitian government (60 percent). However, Alix Baptiste, the 
Minister of Haitians Living Abroad, notes that the Haitian govern-
ment has explicitly created a ministry to actively engage diaspora. 
Although many in the Haitian diaspora may not currently know 
about or appreciate it, the government is sponsoring diaspora 
outreach through this designated Ministry—one of the few such 
diaspora-specific posts in the Caribbean (Baptiste 2005).

Other obstacles to Haitian diaspora engagement in develop-
ment noted in diaspora survey responses were: lack of dual citi-
zenship with Haiti, lack of trust in policy-makers, lack of security, 
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and lack of political stability. With regards to coordination by the 
Ministry of Haitians Living Abroad, diaspora respondents encour-
aged their government to adequately fund the current Ministry 
and create satellite bureaus outside of Haiti. The Ministry could 
publish current projects of Haitians in the diaspora through its 
website. Diaspora members would have a forum to present their 
ideas, rationales, and outcomes of projects sponsored by various 
Haitian diaspora groups. The respondents also noted that the 
Ministry should spread information on opportunities for the 
diaspora to invest in Haiti.

As it did in Guyana, the problem of distrust appeared in the 
case of Haiti, though in somewhat different form. Importantly, 
some in-country leaders expressed doubt about greater diaspora 
involvement in Haiti due to concerns of corruption and elitism in 
the country. They also noted that not all of those living in Haiti 
welcome diaspora involvement in domestic political affairs. (For 
more analysis of the Haiti case, see Merz and Dunn 2005c.)

Jamaica—Development�Priorities�and�Obstacles
In the case of Jamaica, there was good alignment on development 
priorities between diaspora leaders and in-country interviewees. 
However, concerns about security loomed much more promi-
nently for those living in Jamaica. From their perspective, crime 
is the central issue holding Jamaica back, and they noted that a 
precondition to development is the need to deal with growing 
crime rates. However, the Jamaican government has failed to get 
crime under control. In fact, violent crime indicators continue to 
escalate. Several interviewees noted that crime and insecurity 
are directly linked to economic development because they can 
drive away long-term investment, increase costs of production, 
decrease worker productivity, and raise insurance rates. An often 
overlooked cost of sustained crime rates is the loss of Jamaicans 
who choose to live in more secure locales abroad.
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Circular movement between Jamaicans at home and abroad 
complicates attempts to define and quantify the diaspora. Jamaica, 
like other Caribbean countries, has seen significant numbers of 
its best-educated leave in pursuit of opportunities abroad. An 
estimated 76 percent of Jamaicans with a college education live in 
the United States (Lapoint 2004:5). Despite, or perhaps due to, high 
out-migration Jamaica faces an unemployment rate of 12 percent 
and about one-fifth of its citizens live below the poverty line. In 
addition to crime, poor infrastructure and low levels of education 
continue to plague the country. Nevertheless, great wealth exists 
on the island, giving rise to opportunities to court the diaspora 
to return and to invest in business ventures, particularly in safe-
guarded tourist areas. While all in-country interviewees felt that 
the diaspora should play a role in Jamaica’s development, many 
noted that diaspora contributions do not replace the significant 
costs to Jamaica of its brain drain.

All Jamaican diaspora survey respondents also indicated 
that the diaspora should contribute to Jamaica’s development. 
Approximately half feel that involvement through diaspora 
organizations and networks based outside Jamaica is the most 
effective way to contribute. There was little attention paid to the 
essential role of human capital in development. As Devesh Kapur 
has pointed out, one must answer the question of “who” is going 
to improve domestic institutions, and thus raise the development 
prospects of the country. International migration is invariably 
positively selected (see Kapur chapter in this volume). One major 
obstacle to temporary or permanent return migration to Jamaica 
is the widespread concern for unacceptably high levels of crime 
discussed above. Thus, the Jamaican government must consider 
how to tap professional expertise in the diaspora through out-
reach. Fortunately, the Jamaican government has begun to invest 
in programs to cultivate diaspora engagement. Unfortunately, 
many diaspora members view these state programs as largely 
inadequate.
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The Jamaican government created a diaspora outreach ini-
tiative spearheaded by Senator Delano Franklin, the Minister of 
State in the Ministry of Foreign Affairs. At a Jamaican diaspora 
conference in 2004, diaspora members from the US, Canada, and 
the UK helped to create a centralized Jamaican diaspora website, 
supported the official designation of 16 June as National Diaspora 
Day, and backed the creation of a Diaspora Advisory Board to 
counsel state-led diaspora initiatives. One such state-led effort 
is the Jamaican Diaspora Foundation. The Foundation will func-
tion as a research institute at the University of the West Indies’ 
Mona Business School. It will attempt to coordinate diaspora 
resources through a diaspora skills database, cataloguing skills 
of diaspora members interested in giving back to Jamaica. Despite 
these Herculean plans for diaspora outreach and coordination, 
only 11 percent of the diaspora respondents indicated that the 
government’s outreach is sufficient. (For more analysis of the 
Jamaica case, see Merz and Dunn 2005b.)

In-Country�Interviews:�Relationships�with�the�Diaspora
The diaspora is not a distant community for any of the three 
countries. Every interviewee reported some direct relation-
ship with the diaspora, such as a parent, child, aunt, cousin, or 
friend who had moved abroad. Nevertheless, the interviewees 
acknowledge a lack of trust between those who had moved and 
the policy-makers who remained behind. This was identified 
as the most significant obstacle to greater diaspora engagement 
in the country of origin. Distrust was most pronounced in the 
Guyanese and Haitian diaspora responses. Another hindrance for 
Guyana’s relationship with its diaspora was the lack of an explicit 
government diaspora policy. Guyanese officials expressed their 
desire for enhanced diaspora engagement and Guyanese diaspora 
leaders expressed receptivity to explicit government policies to 
guide their involvement. Yet, relations between the Guyanese 
diaspora and the state remain officially unconsummated.
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In Haiti, some interviewees expressed doubt about greater 
diaspora impact, noting that not all of those living in Haiti wel-
come this involvement:

The biggest obstacle for those in the diaspora who want to or 
who would want to become engaged in effective development 
for the country is above all the lack of infrastructure, the ab-
sence of incentive, and a certain rejection of the diaspora by 
an important fraction of nationals who stayed in the country. 
(Chavenet 2005)

Diaspora can be perceived as a threat to local leaders and en-
trenched social elites. Some diaspora respondents acknowledge 
feeling disconnected from modern Haitian perspectives and 
lifestyle. They note that real cultural barriers exist between the 
diaspora and those who have remained in Haiti. Socio-economic 
divisions that existed on the island perpetuate abroad within 
the diaspora. Any effort to promote diaspora engagement must 
consider these divisions. Better utilizing of the diaspora as an 
engine for economic and social opening is urgent, as one Haitian 
interviewee noted in his stark observation:

The diaspora must help Haiti become a more open society 
since an island could never be a closed society and prosper. 
The diaspora could be a deciding factor in bringing about a 
positive opening of the economy, otherwise Haiti will remain 
isolated; eight million Blacks lost at sea. (LaTorture 2005)

Another interviewee, a former Commerce Minister of Haiti, of-
fered a specific entry point for diaspora contributions to business 
development through joint ventures:

The diaspora could enhance its contributions through the 
creation of a small business administration program that 
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would create joint ventures between Haitians in Haiti and 
those abroad. This is a very feasible and concrete option. (St. 
Lot 2005)

However, she also notes that diaspora members are hesitant to 
create businesses due to security problems and a lack of solid 
property rights in Haiti. This illustrates that effective diaspora 
engagement often depends on state stability and organization as 
precursors to meaningful participation.

From the outside Jamaica is viewed as a model Caribbean 
nation for its well-organized and high-profile official diaspora 
engagement. Diaspora members from Guyana and Haiti fre-
quently cited Jamaica as a shining example of diaspora relations. 
However, those within Jamaica were not as glowing about their 
country’s diaspora initiatives. Jamaican respondents questioned 
their government’s political motivations in coordinating dias-
pora. They expressed skepticism of the government’s efforts to 
cultivate wealthy diaspora members overseas to lobby on behalf 
of Jamaica. Senator Franklin’s initiative was viewed as elitist. 
Many believed that the initiative accentuates ties between the 
government and wealthy Jamaicans—either at home or abroad. 
Respondents also expressed doubts about the universally posi-
tive benefits of remittance flows into Jamaica.

Remittances can be considered a double-edged sword for 
development. Jamaican diaspora members criticized the Jamaican 
government for using the over $1 billion remittance flow as an 
excuse to not undertake a more aggressive economic develop-
ment policy at home. This criticism is not unique to Jamaica; it 
is common in other high-remitting migrant communities such 
as Mexican-Americans. The Jamaican diaspora survey respon-
dents cited Mexico as a state with strong diaspora programs. The 
Mexican government has attempted to harness the development 
potential of remittances, particularly in rural Mexican towns 
where massive migration continues. Mexico’s national social 
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development program, the “Three-for-One” Program, matches 
every dollar donated by a hometown association with a dollar 
each from the local, state, and national governments. The pro-
gram is meant to encourage Mexican hometown associations in 
the US and to donate pooled funds to community development 
projects throughout Mexico, though the results of such projects 
are highly variable (Merz 2005). Jamaicans, too, are exploring 
ways of increasing the development impact of remittances. For 
example, the leading Jamaican business group, Grace Kennedy, 
takes a portion of its remittance transfer fee and funds educational 
projects, as does Jamaica National Bank. However, others have 
pointed out that the Caribbean remittance market is dominated 
by both monopolies and oligopolies resulting in some of the 
highest transaction costs in the Western Hemisphere (Lapointe 
2004). Additionally, remittances should not distract the state from 
cultivating increased economic opportunities at home.

engaging the CaRibbean diaspoRa: 
oppoRtunities foR states, agenCies, and 
CaRiCom

The survey results show a complex array of ways that diaspora are 
giving back to their countries of origin. However, some diaspora 
leaders believe that their potential to contribute to development 
is underestimated. One representative diaspora survey response 
states that “[t]he government must appreciate the value of the 
diaspora beyond remittances and open meaningful and effective 
ways to draw on their expertise, skills, and experiences for the 
well-being of the country’s future.” Therefore, for states and devel-
opment agencies interested in increasing the impact of diaspora 
engagement with the Caribbean, three areas of opportunities 
arise from this research. First, trust-building measures between 
diaspora and the home-country governments are essential. This 
is true across all three case studies, but is particularly relevant 
for Guyana and Jamaica. Haiti’s recently elected government will 
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require time to build basic infrastructure and reestablish the 
legitimacy of the state before it can work on the trust-building 
it also needs. Second, Caribbean states need to clearly articulate 
their development priorities to signal areas for diaspora contribu-
tions of time, talent, and money. Third, greater coordination of 
ongoing diaspora engagement efforts is needed—both between 
diaspora groups and the state as well as among diaspora groups. 
Finally, there are compelling reasons to promote regional dia-
logue around strategies for diaspora involvement in Caribbean 
development.

In assessing future impact on development in the region, both 
the equity implications and the sustainability of diaspora ventures 
must be carefully considered. The findings reveal that diaspora 
contributions to development in their country of origin are often 
centered on personal preferences of place or issue-based causes. 
Promoting greater diaspora engagement without clarification of 
local priorities poses a risk of misalignment of diaspora efforts 
with locally defined development goals. However, better align-
ment will likely be an iterative process. When diaspora groups 
first begin there is a greater chance of a mismatch between their 
contribution and national development priorities but as diaspora 
groups get more experience and become more sophisticated in 
their interventions, alignment on development priorities should 
improve. Part of this process is to ensure that there is local ac-
countability and assessment of the projects—not only by the state 
but also by the communities that the project is meant to serve.

The promotion of greater diaspora involvement in home coun-
try affairs should not be assumed to have only positive impacts. 
Diaspora survey results indicate that diaspora engage or plan to 
engage on issues they feel to be the priorities for their country 
of origin. However, there is insufficient engagement with local 
policy-makers to effectively align activities with local develop-
ment priorities. Therefore, promoting greater diaspora engage-
ment requires continued dialogue with in-country leadership to 
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ensure that development efforts by the diaspora are informed by 
what local leaders consider to be top priorities.

Diaspora engagement is largely unaccountable to equity 
concerns. Therefore, divisions and inequalities inherent to socio-
economic status within the country may be replicated within the 
diaspora and possibly perpetuated through diaspora contribu-
tions. These realities pose challenges for agencies that aim to 
promote equitable development and expand opportunities among 
the most vulnerable populations throughout the Caribbean.

The extensive web of connections between diaspora members 
and their countries of origin results, in the vast majority of cases, 
from individual initiative rather than government or program-
matic structures. These findings reveal that the independent 
nature of diaspora engagement is a key factor in its success. 
Governments, aid agencies, and local civil society should seek 
opportunities to facilitate greater diaspora engagement while 
maintaining respect for its independence.

Remittances have dominated the discourse on Caribbean 
diaspora contributions to development (Lapointe 2004). However, 
remittances play both a positive and a negative role in equitable 
development of the region. On the one hand, remittances are 
clearly making an economic contribution in the form of con-
sumption, savings, and sometimes investment. Additionally, 
out-migration—the source of remittances—reduces unemploy-
ment pressure in the region. Certainly the poverty level of these 
three nations would be higher but for the receipt of remittance 
transfers. On the other hand, there are also valid criticisms of 
remittances (Kapur 2004; see also the chapter by de Ferranti and 
Ody in this volume). First, the reliance on transfers from Caribbean 
workers overseas can undermine state responsibilities. Reliance 
on remittances shifts the burden for social services to personal 
and familial networks. Second, remittances may reinforce or aug-
ment economic inequity in the society. Government expenditures 
often redistribute wealth through social spending whereas private 
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remittance streams do not. Some, but not all, members of society 
benefit from remittances streams. In order to receive transfers 
from abroad the family needs to have enough money or connec-
tions to have one of their members migrate, a difficult and costly 
endeavor. Inequitable distribution of remittances may lead to eco-
nomic and social exclusion, further exacerbating inequity. Third, 
remittances often are used for immediate consumption rather 
than investments in human or business capital. These criticisms 
lodged against remittances are validated by anecdotes in each of 
the countries studied; however, it seems clear that if remittances 
to the region were to abruptly end, the Caribbean would see some 
tragic personal and public welfare consequences.

While the long-term consequences of financial remittances 
remain unclear, there are also important and potentially untapped 
non-monetary diaspora contributions. Peggy Levitt has coined 
the term “social remittances” to refer to “the ideas, behaviors, 
identities and social capital that flow from receiving country to 
sending country communities” (Levitt 1998:927). Less tangible 
than money, diaspora contributions of social remittances include 
new ideas, networks, and accepted norms. These remittances 
can affect attitudes toward women’s rights in the country of 
origin, the value of education, or political processes to empower 
ethnic minorities within a democratic state. Though as the study 
of women migrants from the Dominican Republic cited above 
shows, shifting the culture paradigm within the country of origin 
to recognize gender equality will take time. These shifts may 
begin at the family level through the practice of greater women’s 
empowerment in household decision-making and may ultimately 
shift perceptions at the national or regional level.

Notably, seventy-five of the one hundred diaspora leaders 
surveyed believe that contributing their skills and knowledge 
to their country of origin is the most effective way to impact 
development. The less studied and potentially more important 
contributions of the diaspora for development may lie in this 
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engagement. While remittances are private resources, typically 
earmarked for family members and friends, non-remittance 
engagement includes contributions of time, goods, and profes-
sional services to social development, public policy, and economic 
growth through private investment. The discourse must, there-
fore, begin to consider the non-remittance contributions that are 
ongoing and show potential for strong growth.

For diaspora members in each of these countries, there is 
an imperative to work with in-country leadership to find op-
portunities for contributing diaspora time and talents to shared 
development goals. Establishing a diaspora forum that is inde-
pendent from national governments would allow open debate on 
diaspora interests both in the countries of residence and in the 
countries of origin. The diaspora community should continue to 
seek opportunities for financial investment into the economies 
of their home countries. Additionally, diaspora investors may be 
uniquely suited to identify obstacles to greater investment and to 
work with local governments to unravel red tape. Finally, Carib-
bean diaspora groups have the option to explore other models 
formed in regions and countries that have a longer history of 
organized engagement with the state—such as India, Mexico, and 
the Philippines. Through an improved understanding of diaspora 
engagement in other regions, Caribbean countries may benefit 
from practices that have evolved over time to more effectively 
align diaspora members and states to reach shared goals.

A cautionary note must be sounded in the case of the Haitian 
diaspora. Unlike Guyana and Jamaica, Haiti is not yet positioned 
to take advantage of many kinds of diaspora engagement until 
greater political and social stability within Haiti is reached. Kath-
leen Newland and Erin Patrick have written on the role of diaspora 
from the poorest countries of the globe, including Haiti:

What the poverty-stricken in Sierra Leone, Somalia, Liberia, 
Haiti, and Sudan (to name just a few) need, above all, is peace, 
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and then progress toward the construction of an economic 
climate that will encourage emigrants to make social and 
economic investments in their countries of origin. Diaspora 
groups may have a role to play in peace and reconstruction 
processes, and governments that host them should carefully 
consider encouraging the involvement of those who can be 
seen as honest brokers. (Newland and Patrick 2004:v)

Bearing this in mind, there is a pivotal role that development 
agencies can play in shaping the discourse related to suitable 
diaspora interventions. Development agencies sometimes catalyze 
and broker dialogue between diaspora leaders and government 
officials. Interaction between diaspora leaders and their countries 
of origin can be a mutually beneficial exchange. Development 
agencies that seek to magnify this potential require in-depth 
knowledge of the country-specific context where they operate. 
This contextual understanding includes knowledge of the dy-
namics of the diaspora population and the perceptions of those 
interactions within their countries of origin. As was stated at the 
beginning of this chapter, enhancing the prospects for human 
development requires a mapping of locally defined development 
priorities with the assistance that outside actors offer. Only with 
a substantial confluence of these aspirations with appropriate 
assistance may diaspora or other external development actors 
empower the lives and life choices of individuals within the 
country of origin.

Regional coordination of diaspora efforts should be raised 
at a multinational body such as The Caribbean Community and 
Common Market (CARICOM). CARICOM has a large member-
ship of states including: Antigua and Barbuda, Belize, Grenada, 
Montserrat, St. Vincent and the Grenadines, Turks and Caicos 
Islands, The Bahamas, British Virgin Islands, Guyana, St. Kitts 
and Nevis, Suriname, Barbados, Dominica, Jamaica, Saint Lucia, 
and Trinidad and Tobago. CARICOM observers include: Anguilla, 
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The Cayman Islands, Haiti, Puerto Rico, Aruba, Colombia, Mexico, 
Venezuela, Bermuda, Dominican Republic, and the Netherlands 
Antilles. From its inception, CARICOM has concentrated on 
promoting integration of these numerous economies. It works to 
create a common Caribbean market and coordinate the foreign 
policies of the independent member states to achieve greater im-
pact through a collective voice. Through CARICOM, individual 
countries could coordinate diaspora efforts to utilize economies 
of scale to conduct outreach and maintain updated regional infor-
mation. Certainly using the means of a regional response rather 
than an individual country response could enhance the resources 
available. However, it may pose a challenge to achieve agreement 
on those means and the amount of resources each country could 
or should allocate to achieve desired outcomes.

As was stated at the outset of this chapter, the Caribbean 
region is highly diverse, and so although a regional effort may 
make sense for some of the members, there would be many is-
sues that would still need to be established at the country level. 
Perhaps a more realistic collective effort would be a sustained 
forum for regional dialogue on the future role of the diaspora 
in the Caribbean. This forum could showcase various national 
models for diaspora engagement, as all countries have something 
to offer from their experience. Importantly, Caribbean govern-
ments are not the only actors supporting diaspora engagement 
in the region. Development agencies, philanthropic foundations, 
and civil society organizations are also seeking ways to augment 
the positive benefits of diaspora engagement. Sharing lessons 
and models can and should be part of the regional development 
dialogue.

ConClusion

Given that the Caribbean still confronts mounting out-migration, 
especially of skilled workers, the success of its regional develop-
ment depends, in part, on meeting internal demands for good 
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people in key positions, such as doctors, nurses, teachers, secu-
rity officers, lawyers, and engineers. These talented individuals 
are also key to building strong institutions, which serve as the 
bedrock of development. The Caribbean needs to invest in tal-
ent and needs to offer opportunities for talented individuals to 
find meaningful work domestically. This is a profound challenge 
as the Caribbean faces competing employment opportunities 
in wealthier nations where diaspora communities are already 
established. CARICOM must deal with the problem of employ-
ment opportunity as it works to create a healthier region. For as 
much as diaspora individuals give back to their communities 
from abroad, the opportunity cost of their absence may never be 
replaced by their potential contributions from abroad. 

Caribbean diasporas reveal the delicate dynamics of dias-
poras and development. As has been recorded elsewhere, many 
diaspora members have low institutional trust in the government 
institutions in their country of origin (see Najam chapter in this 
volume). This is true for the cases presented here. Guyana, Haiti, 
and Jamaica each have particular lessons for diaspora studies, 
although they collectively underscore the complexity of dias-
pora relations with their countries of origin. The simplistic no-
tion—that diaspora engagement is a matter of resource transfer 
from wealthy nations to developing nations—falls quite short of 
encompassing the diversity of diaspora practices and aspirations 
reported in the findings. Additionally, these case studies have 
posed questions with relevance for other diasporas: Is the country 
of origin sufficiently stable to receive increased diaspora engage-
ment? How might ethnic divisions or tensions be exacerbated by 
diaspora involvement? To what extent is there resistance by the 
local population to “outsiders” claiming a legitimate space in 
influencing or setting development agendas? Should countries 
prioritize stemming the tide of out-migration over celebrating 
diaspora contributions from abroad? These and other questions 
reveal the complexity we have yet to appreciate regarding the 
role of diasporas in development.
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The number of hometown associations (HTAs) has multiplied in 
recent years. HTAs are entities formed by immigrants who seek 
to support their places of origin, maintain relationships with local 
communities, and retain a sense of community as they adjust to 
life in their new country of residence (Orozco 2000, 2003a, 2005a). 
Among the Central American diaspora, local community develop-
ment projects have spread through the visible activism of HTAs 
in the region, which includes Guatemala, El Salvador, Honduras, 
Nicaragua, Costa Rica, Panama, and Belize. This chapter surveys 
trends in the Central American diaspora and then looks closely 
at the work of HTAs in three countries: Guatemala, El Salvador, 
and Honduras. The experiences of these HTAs have implications 
for other diaspora groups and those who work with them. While 
membership in HTAs is not widespread, Central American HTAs 
leverage their efforts toward effective development and benefit 
their home communities in important ways. Their impact can 
be even more noticeable when they are organized, encouraged 
by the right government policies and programs, and can partner 
with local governments, companies, NGOs, and others in the de-
velopment world. Drawing on interviews with more than thirty 
association leaders, this chapter details how these HTAs operate 
and how development players might best engage this active and 
organized slice of the Central American diaspora.
Research assistance and support for this chapter were provided by Rebecca 
Rouse and Douglas Pulse.
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CentRal ameRiCa: eConomiC and politiCal 
tRends

Central America has experienced significant movement of people 
over the past forty years, particularly since the civil wars of the 
late 1970s. At least four trends, including the shared history of 
political violence and repression, slow economic growth and cor-
responding low wages, the demand for cheap labor from abroad, 
and repeated natural disasters have influenced migration and 
led to the rise of the Central American diaspora.

The repression and civil wars of the 1970s and 1980s led to 
mass migrations. Guatemala, El Salvador, Honduras, and Nicara-
gua experienced brutal forms of political repression directed by a 
ruling class formed by praetorian guards, conservative oligarchies, 
and conformist elites. The main agents of repression in Central 
America resorted to ideological tools such as anti-communism or 
anti-atheism as a way to justify or legitimize increased repression 
(Vilas 1994). In practical terms, a culture of violence persisted in 
the region, due in part to state attempts to retain political power 
(Galtung 1990). Death squads, corrupt police, repressive armies, 
and clandestine security apparatuses promoted the idea of con-
taining any threat against “the established order,” even if such 
order was historically and structurally rooted in inequality. The 
end results in each of these countries were civil wars that lasted 
more than ten years and mass movements of people migrating 
predominantly into Costa Rica, Mexico, and the United States 
(Dunkerley 1994).

Even during periods of relative stability, slow economic 
growth and low wages drive Central American migration. This 
is partly the result of persistent income disparities, as well as 
the negative effects of globalization. In addition, local curren-
cies have remained weak. Overall these economies have not 
been able to grow above 3.5 percent a year, which is equal or 
near population growth. Compounding this situation is the fact 
that the region has a predominantly young population, with a 
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productive force of less than 40 percent. Moreover, the way in 
which Central America responded to the demands of the global 
economy has not offered opportunities to increase productivity 
throughout the region, but rather has focused on enclave econo-
mies in tourism, non-traditional exports, or maquila exports. These 
sectors are highly vulnerable to external fluctuations that are 
usually out of the control of these economies and often exhibit 
lower distributive effects than other activities with greater value 
added components. These countries face additional difficulties in 
competing with global markets that are either subsidized in the 
industrialized economies, oversaturated with similar commodi-
ties, or have a demand for high-quality high-technology–oriented 
manufacturing. Thus, the region has been too dependent on a 
few commodities to stay integrated in the global economy. For 
example, the value of coffee exports declined in the late 1990s, 
which also resulted in the commodity’s reduced share of total 
exports in almost every country in the region except Nicaragua. 
El Salvador was especially hard hit, with coffee exports declin-
ing from 40.4 percent of total exports in 1990 to 13.1 in 1998. 
Together, these factors have not been conducive to sustainable 
growth rates. Instead, the productive bases of Central American 
economies have struggled to cope with increasing costs of liv-
ing, now more pronounced as energy prices exact a heavy toll 
on many of these societies.

Many Central American countries operate on low wages and 
precarious employment, making them unable to compete with 
domestic markets, much less with the global economy. Wages are 
often one third or one quarter of the cost of living. For example, a 
store clerk in Salcaja, Guatemala, or Suchitoto, El Salvador, earns 
US$200 or US$150 per month, respectively. At the same time, the 
cost of the basic monthly food basket in these countries ranges 
between US$150 and US$350. This reality makes it difficult for 
workers to maintain a decent standard of living through their 
own employment. The gap between earnings and cost of living 
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has been a key factor in the decision to migrate for many Central 
Americans (see Table 1).

Table 1: Monthly Cost of Living (Excluding Housing), Income, and 
Remittances (USD)

Suchitoto,  
El Salvador

Salcaja, 
Guatemala

Cost of living:
Food 209 201
Services (utilities) 40 43
Education 29 56
Health 34 68
Entertainment 40 35
Income:
Wages 125 162
Total earnings, remittances included 622 353

Monthly remittances amount received 515 181
Source: Survey of 60 remittance recipients and non-recipients.

In addition, natural disasters have historically devastated 
local populations and economies in many of these countries, 
particularly those in the Caribbean Basin. Natural disasters wreak 
more long-lasting havoc where poverty and vulnerability are the 
greatest. In Central America, extreme poverty and agricultural 
dependence increased vulnerability to these disasters. Hurricanes 
Joan and Mitch, for example, in 1988 and 1998, respectively, left a 
pattern of destruction that disturbed the delicate infrastructure 
of these economies.

In the last few years, a series of disasters struck the region, 
including drought, hurricanes, and earthquakes. Central America 
was hit with a drought in early 2000 that significantly affected 
four countries in particular: Guatemala, El Salvador, and, even 
more dramatically, Honduras and Nicaragua. According to the 
United Nations World Food Program, nearly 1.6 million Central 
Americans were affected, half of them from Honduras. Many 
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Central Americans faced starvation. In Guatemala, more than 
one hundred peasants died during the first six months of 2001 
as a result of the drought. In other countries the death toll was 
even higher. Following the drought in 2001, two earthquakes in 
El Salvador affected the economic and housing infrastructure of 
more than one hundred thousand households. Five years later, 
the country is still recovering and rebuilding from that disas-
ter. Between 2002 and 2006, the region has faced other natural 
disasters, which have added to the strains on the economy and 
increased the flow of migrants.

However, migration has also been shaped by demand for 
foreign labor by industrialized countries facing their own chal-
lenges in the competitive global economy. This migrant labor 
force works in service industries that are intrinsically connected 
to the global economy, which demands cheap labor and activities 
that other players in the economy are not prepared to carry out. 
This process of labor “integration” suffers relatively high levels of 
exclusion and marginalization due to the undocumented nature 
of many of its migrants who respond to economic push-pull and 
transnational networks and linkages (Andrade-Eekhoff 2003). This 
is a labor force that often lives under poor conditions and works 
in labor intensive industries such as agriculture, food-process-
ing, hospitality, cleaning, construction, and retail. Migrants in 
the poultry industry in the US South working for Tyson Foods 
(Fink 2003:200; Striffer 2005) live under precarious circumstances, 
working long hours with a limited social safety net. Similar 
conditions can also be found among foreign part-time workers 
in the “logistics sector,” such as FedEx package delivery (Smith 
2005). Interestingly, this demand for this kind of foreign labor 
in the United States has not changed dramatically over the past 
seven years. For example, unemployment among Hispanics in the 
US has declined as the economy improved after the 2000–2002 
economic recession.
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tRansnationalism and hometoWn 
assoCiations

The trends and dynamics mentioned above have intertwined with 
the formation of transnational ties between a nascent diaspora 
and its homeland. These realities result from people’s struggles 
to carve their own niches out of a “McDonaldized” life. While 
diasporas may find their “original” lifestyle or identity com-
promised, they often end up producing new hybrid cultures 
and transnational identities (Pieterse 2004). Their ties to their 
homelands produce transnational lifestyles and identities. For 
example, a Pan-Mayan ethnicity has emerged in the Guatemalan 
transnational community linking Santa Eulalia, Huehuetenango, 
Guatemala, and Los Angeles, California (Popkin 1999, 2005). 
Similarly, Honduran Garifuna ethnic group diasporas in New 
York and New Jersey maintain strong ties to their community 
on the Atlantic Coast of Honduras. Immigrants and diasporas 
are increasingly key protagonists of distant proximities: through 
their labor force, they integrate their home and host countries 
into the global economy in order to keep their families together. 
But their lives are also fragmented, however, by the experience 
of distance and separation from their families and nations.

In practical terms, a typical immigrant’s economic ties with 
his or her home country extend to at least four practices that 
involve spending or investment: 1) family remittance transfers; 
2) demand for services such as telecommunications, and con-
sumer goods or travel; 3) capital investment; and 4) charitable 
donations to philanthropic organizations raising funds for the 
migrant’s home community. The first of these, remittances, is 
the most widespread and important migrant economic activity 
(Orozco 2005b; Ratha and Maimbo 2005). While the determinants 
of sending do not vary between nationalities, the frequency and 
quantity of money sent fluctuate across groups. For example, 
Salvadorans and Guatemalans in the US send an average of 
US$300 a month, whereas Dominicans, Haitians, and Jamaicans 
send $200 (Orozco 2005b).
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Second, migrants also maintain links with their home coun-
tries by staying in touch, calling, and visiting their homeland. 
They purchase and consume foodstuffs from their home countries 
such as tortillas, beef jerky, cheese, rum, and coffee and spend 
money on phone cards to call their families. The final two prac-
tices involve donations and investments. In the case of donations, 
migrants raise funds through HTAs to help their hometowns, 
an important activity that can provide substantial economic 
resources for the communities of origin. These donations may 
amount to US$100 to US$200 a year per individual, and in some 
countries, like Honduras, donations in aggregate may translate 
to more than three million dollars. Finally, migrants often also 
have a desire to invest in a property or a small business, devoting 
between US$5,000 and US$10,000 to such investments.

These threads weave together families, communities, and 
society. Table 2 shows the extent of the connections Central 
Americans maintain with their home countries. Overall, one in 
three Central Americans maintains strong links with their home 
country (Orozco 2005b).

Some diasporas use HTAs as a space in which to create their 
transnational identities. HTAs are a subset of minority-based 
migrant philanthropic organizations. Their activities exhibit at 
least four features (Orozco 2000). First, their activities range from 
charitable aid to investment. Second, the structure of these or-
ganizations varies, with more or less formal domestic structures 
and sporadic relationships with their hometown and governments 
abroad. Third, the organizations’ decisions about defining their 
agenda or activities depend on an array of factors, such as avail-
ability of resources, relationship with their hometown, preferences 
of their members, and organizational structure. Fourth, like other 
Latino nonprofits, they have a small economic base.

To some extent, Central Americans participate in these as-
sociations as a way to validate their identity. One critical element 
that defines a person’s identity is the ability to exercise his or 
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her sense of belonging through material and symbolic practices. 
Belonging to an HTA is one practical yet substantive way to 
stay connected with the home country. However, it is important 
to stress that HTA membership is only one kind of association 
among organized diasporas; there are many kinds of domestic 
organizations working for Latinos in the US. Moreover, HTAs 
should be understood in the broader sense as organizations that 
include religious or professional groups not only working in the 
hometown but in philanthropy in the home country.

Within this context of Latino or diaspora community-based 
philanthropic institutions, membership is not as large as some 
insist. A survey of Latino groups from twelve Latin American 
and Caribbean countries showed that, on average, 8 percent of 
people who send remittances belong to an HTA (Table 3). 

Table 3: Remittance Senders Who Belong to an HTA

Country %
Guyana 29
Jamaica 16
Ecuador 10
Haiti 10
Honduras 7
Colombia 6
Nicaragua 4
El Salvador 4
Mexico 4
Dom. Rep. 3
Guatemala 3
Bolivia 1
Average 8

The numbers vary from group to group with people from the 
Caribbean showing the highest participation rate (Orozco 2005a). 
Although these percentages seem low, they reflect three critical 
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issues. First, not everyone is involved in some kind of voluntary 
association, outside of religious membership. Second, HTA mem-
bership is one among many available kinds of memberships in 
the polity (Orozco 2000). Three, belonging to an HTA may reflect 
specific patterns associated with political culture, family links, 
material circumstances, cultural identity, and integration.

An analysis of the survey data shows that those who belong 
to HTAs differentiate themselves from other migrants in that 
they are better off economically, have greater ties with the home 
country, and are older (see Table 4). They are US citizens, but they 
still visit the home country more often and help the family back 
home. These members mix their commitments to both homes, 
signifying a transnational membership.

Table 4: Features of Remittance Senders and Membership in an HTA

Type of Activity
Belongs to HTA

Yes % No %

Is over forty years of age 60 44

Visits country once a year or more 56 30
Helps family in home country with other 

obligations 55 20

Has been in the US more than ten years 44 29

Remittance sender is a US citizen 38 22

Sends over US$350 31 18

His or her average income is $32,733 $20,659

This pattern of belonging as an affirmation of a transnational 
identity is relatively important among Central Americans. Al-
though the percentage of those belonging to HTAs may be small, 
their contributions are important to the well-being of their com-
munities of origin.
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CentRal ameRiCan hometoWn assoCiations 
at WoRk

This section surveys the experience and practices of HTAs in 
Guatemala, El Salvador, and Honduras, focusing on the mem-
bership structure of the organizations, types of projects and the 
process by which they are identified, fundraising efforts, project 
implementation, and other issues. The section also looks at ex-
amples of government programs that support HTA projects and 
at the potential of HTA partnerships with other philanthropic 
organizations.

Guatemalan�Associations
Guatemalan migrants have often been organized. In the 1980s 
migrants formed political units that mobilized against military 
regimes and human rights violations and, in the 1990s, promoted 
the peace process, indigenous rights, and democratization. More 
recently, this community has sought to further its political ties 
and increase its philanthropic activism.

The number of Guatemalan associations is uncertain. In 
2004, an innovative but ill-funded government initiative within 
the Ministry of Foreign Affairs was created. This was the Office 
of the Vice-Minister of Migration and Human Rights, charged 
with acting as a liaison to the Guatemalan diaspora, building 
a relationship with it, and understanding its needs. The office 
identified a significant number of community leaders in contact 
with Guatemala and created a directory of 164 organizations 
based mainly in California, New York, and Illinois.1

Most Guatemalan associations have relatively small core 
groups of members that meet on a regular basis. These active 

1. The author conducted interviews with these organizations in order to iden-
tify the range of organizational capacity and involvement with their home 
country issues.
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members often make up the organization’s board of directors, 
president, secretary, and treasurer. As membership is on a vol-
untary basis, some groups report that it is sometimes difficult to 
hold regular elections to select the board and officers due to the 
time constraints of their working-class members. As a result, those 
members who are able to serve in leadership positions often vol-
unteer for posts. Associations have anywhere from five to twenty 
active members, but often have a much larger individual donor 
base throughout the Guatemalan community. For example, one 
association in Delaware boasts a general membership of around 
250 people. Most of these groups have been created since 1991 
in response to compelling needs in Guatemala, such as natural 
disasters, or to provide needed representation to the Guatemalan 
immigrant community in the United States, especially to those 
Guatemalans of indigenous descent.

Like other HTA groups, such as those from Mexico or El 
Salvador, membership is mostly comprised of migrants from a 
common community or region in Guatemala. As a result, the 
international activities of these groups are then focused on these 
municipalities, and association leaders in the United States main-
tain close ties to community leaders and organizations in their 
hometowns. Some groups have also made it part of their mission 
to assist Guatemalan migrants in the United States with anything 
from legal to social services, in which case participation is not 
limited to those immigrants from a particular community.

Guatemalan HTAs often have activities for their communities 
both in the United States and in Guatemala. Corn Maya, Inc., is 
an example of an HTA with a transnational focus—the group 
is involved in activities serving Guatemalans of indigenous 
descent both in the community of Jacaltenango in Guatemala 
and in Jupiter, Florida, where the group is based. In Guatemala, 
HTA projects are mostly focused around health, education, and 
disaster relief. Some recent activities carried out by Guatemalan 
associations have included gathering in-kind donations such as 
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blankets and clothing for victims of Hurricane Stan and toys or 
school supplies for local students, providing prenatal care for 
women, and assisting in the development of infrastructure such as 
roads. Groups also promote cultural links between Guatemalans 
at home and abroad through activities such as the sponsorship of 
visits by Guatemalan musicians to the United States. They also 
fund the repatriation of remains for immigrants who have passed 
away in the US but wish to be buried in their hometown.

All of the associations interviewed reported that they rely 
heavily on the recommendations of local community groups 
and leaders in their respective target regions in Guatemala when 
identifying future projects and activities, with final project se-
lection decisions being made by the board after it has evaluated 
need and feasibility. To that end, boards of directors maintain 
close contact with local groups, churches, and municipal govern-
ments in order to assess the needs of the community. Corn Maya’s 
board of directors, for example, maintains a regular dialogue 
with community leaders and organizations in Jacaltenango, as 
well as with potential partners both in the United States and in 
Guatemala. The organization stresses that these partnerships are 
essential to the success of their projects. Groups often team up 
with the same local entities as they implement their projects. For 
example, Comite Ixchiguan in Delaware has become involved in 
conflict resolution efforts focusing on a border conflict between 
two municipalities that has left three residents wounded and 
ten homes destroyed. The group has been working alongside the 
local municipal government to establish a dialogue between key 
players in the conflict.

Guatemalan associations undertake a variety of different 
fundraising approaches, with varied success. Some groups noted 
that fundraising is a challenge for them, while others seem to 
produce a better return. In general, groups tend to raise any-
where between US$2,000 and US$8,000 a year. Some common 
fundraising activities include soccer tournaments, dinners, and 
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other events within the Guatemalan community, in addition to 
individual membership dues. Some groups have looked outside 
the Guatemalan community for fundraising, using media to at-
tract attention to their cause or soliciting grants from institutional 
donors. One group appealed to local television and newspapers 
for help in the aftermath of Hurricane Stan in 2005, pulling in 
donations for disaster relief from outside the Latino community 
and educating the public about the situation in Guatemala.

All groups comment that they are constantly searching for 
new donors and partners. In particular, one group noted that a 
single project, the donation of a used ambulance, took the asso-
ciation two years to complete because of the difficulties they had 
raising funds. In contrast, Corn Maya, with an active membership 
of only twenty people, has been able to plan a new Community 
Resource Center in Jupiter for the Guatemalan community in 
Florida with the help of Catholic Charities. One of Corn Maya’s 
largest projects in Jacaltenango, the construction of an orphan-
age, was also sponsored in part by Catholic Charities of Jupiter. 
Building on its experience in Florida since its founding in 1991, 
the group is now attempting to forge new partnerships in Jacal-
tenango, such as with the Guatemalan microfinance organization 
in Salcaja.

The Guatemalan HTA experience suggests the value of HTAs’ 
local connections and knowledge for appropriate project selection 
in home countries. It also demonstrates that HTAs can be much 
more effective when larger, wealthier philanthropic organizations 
agree to partner with or fund them. 

Salvadoran�Associations
Salvadoran HTAs are well-known among Central Americans. 
According to the Salvadoran Ministry of Foreign Affairs, there 
are some 200 Salvadoran HTAs distributed throughout various 
parts of the United States, with the largest numbers in California 
and the Washington, DC, area. The Salvadoran government has 
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been especially active in diaspora outreach. A recent study on 
Central American transnationalism said that “the Salvadoran 
government as compared to the other governments in the region, 
both central as well as local, has a much more institutionalized 
response to international labor migration” (Eekhoff 2003).

Despite the limited resources available in a poor country 
like El Salvador, the government has sought to adapt to chang-
ing circumstances and promote policies toward their diaspora 
communities. In the past two years the government has also 
established a Vice-Ministry of Foreign Affairs for relations with 
the diaspora. The vice-minister is one of the most active, commit-
ted, and engaged public officials in the region. The government 
outreach strategy has focused predominantly on education and 
community outreach, but has not addressed political matters 
such as the right to vote abroad and broader representation of 
the community.

Interviews were conducted with the leaders of twenty Salva-
doran associations based in Los Angeles and Washington, DC. 
Questions were asked about organizational structure, range of 
projects and activities, resources invested, and extent of interest 
in partnering with other organizations. The majority of the HTAs 
interviewed were created in the early 1990s.

Most Salvadoran associations have a well-defined structure, 
involving a board and a few active members, typically numbering 
around ten. They often work with a parallel board in their home 
community. This group, often consisting of the relatives of HTA 
members, sends ideas for projects and oversees the disbursement 
of funds. For the most part, Salvadoran HTAs rely solely on events 
and donations to support their activities.

Salvadoran HTA members come together because they have 
shared connections to a common community and political his-
tory. Frequent visits keep members in close communication with 
association members or family members in the hometown, as 
well as maintain their connection and drive to better their home 
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community. While it may seem obvious to note, most HTAs are 
limited in scope because their goal is to help only one particular 
community in El Salvador. There are instances of partnerships 
with HTAs from other towns, but their focus is almost always on 
their place of origin. Also, they are volunteer organizations and 
are limited by the amount of free time available to their mostly 
working-class members.

Salvadoran HTAs tend to form after a disaster, such as Hur-
ricane Mitch; around a cause, such as lack of a high school; or at 
the urging of a prominent member of their home community, 
such as their pastor. For example, Chinameca’s parish priest was 
the catalyst for the creation of the Comunidad Unida de China-
meca in 1991. The priest asked his former church members to 
form a committee in the US to finish installing a water system 
in the local school. The Comunidad Unida de Chinameca began 
by constructing the school’s water tower, as well as twelve rest-
rooms. From there, they went on to construct a laundry facility 
and a recreational park for the town, as well as painting and 
putting a roof on the local church. Members travel constantly to 
Chinameca to oversee these projects.

Another example is COPRECA (El Comité Pro Paz y Re-
construcción de Cacaopera en Los Angeles), which works in 
Cacaopera, El Morazan, and with the Salvadoran community 
of Los Angeles. Founded in 1992, the club initially worked on 
reconstruction of sections of the town destroyed by the war. The 
members have worked on the construction of a health clinic and 
wells, bought an ambulance for the town, and raised money for 
medical and emergency donations. COPRECA has rebuilt the 
church, the school floor and basketball courts, and created a 
radio station and a clothing factory run by women. It has also 
distributed rope-fiber trees and vegetable seeds to help with re-
forestation and the re-establishment of the rope-making industry. 
Their latest project was a children’s daycare center.
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Salvadoran HTAs work on a range of projects that often in-
volve a binational exercise of activities carried on in both coun-
tries. On the Salvadoran side, the majority of projects seems to 
focus on health and education. In health, the funds are invested 
in building health clinics and in medicine and ambulance dona-
tions. For education, the funds are invested in libraries, school 
water systems, school supplies, and school repairs. One of the 
future projects of the Comunidad Unida de Chinameca is the 
construction of a new trade school to train students to be electri-
cians, plumbers, mechanics, and welders. Another category is 
charitable and infrastructural projects: the construction of laundry 
facilities, recreational areas, stadiums, and church renovations. 
In addition to carrying out projects in El Salvador, some orga-
nizations work on the US side to promote cultural and religious 
identity. Some of these activities include cultural events (dances, 
Independence Day celebrations), scholarships, religious events, 
youth motivational talks, and sports and recreation.

The decisions on project selection and implementation result 
from consultation among board members. In some cases, the 
organizations report being approached by people (both private 
citizens and elected municipal leaders) and organizations in El 
Salvador and petitioned to work on specific projects. In the case 
of the Comunidad Unida de Chinameca, as word of their work 
spread, petitions for help began to rain in. The groups who do 
not have a team in El Salvador ask the townspeople about their 
needs and try to meet them. One group described the number of 
community-based petitions as overwhelming, forcing the board 
to whittle down the projects to the ones most in-line with their 
goals, as well as most feasible. Salvadoran HTAs, much like their 
Mexican counterparts, are small organizations whose binational 
character allows them to choose projects based on the most urgent 
needs of their home communities. The needs of the town are 
identified by those close to the HTAs. The ideas for COPRECA’s 



Manuel�Orozco232

projects, for example, come from the citizens of Cacaopera and 
involve the labor of the community.

Efforts to raise funds translate into various kinds of activi-
ties, including raffles, pageants, and dinners arranged for the 
migrant communities. Donations in kind are also commonplace 
to support these activities. Many have a community base of fifty 
to over one hundred people who participate in their fundraising 
events. Most groups raise less than $15,000 a year for projects, but 
a few raise more. The Comunidad Unida de Chinameca gathers 
around $30,000 annually, raised mostly through banquets. Even 
when the total is greater, it does not necessarily all go to El Sal-
vador; instead, the money may be used for activities supporting 
Salvadoran culture in the United States.

COPRECA began raising money through a monthly quota for 
its members and then moved on to raising money through dances. 
COPRECA has worked with the national government and the 
local mayor on both its reforestation project and the construction 
of a water tank. A government office helped teach townspeople 
how to take care of the seeds and seedlings. The Los Angeles city 
government also funded their motivational talks for Salvadoran 
Americans in the Los Angeles area; there are plans to continue 
this series with health education talks.

Founded in 1993, the Comité Unidos por Intipuca in Washing-
ton holds fundraising parties in the area to support their works 
in Intipuca, La Union. Their biggest project is fundraising for and 
organizing the travel of 300 to 400 people to Intipuca every March 
1. They bring their reina (queen) to participate in the contest in 
El Salvador. The reina is chosen by the number of votes that she 
sells, which is also a fundraising mechanism. The Comité raises 
around $25,000 a year. They have been working for eight years on 
the construction of a stadium and have raised around $200,000 
for the project, of which the Salvadoran national development 
agency, the Social Investment and Local Development Fund 
(FISDL), has given them $110,000. The Comité has worked with 
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both FISDL and the mayor’s office. They lobbied the government 
to reinstate a bachillerato school in the town; five years ago they 
worked with the FISDL to rebuild a bridge that was destroyed 
by Hurricane Mitch. Their newest project is the construction of 
a “casa de cultura,” which also has the support of FISDL.

HTAs have established partnerships with organizations of all 
kinds. These groups include the national government, munici-
pality, churches, other nonprofits, and businesses. Comunidad 
Unida de Chinameca, for example, received donations of con-
struction material from the French embassy to build a wall for 
the Red Cross building in the town, with the town participating 
by donating labor. The Comunidad has corporate sponsorship 
for some of its events, as well as local business sponsors in the 
US. However, the group had a negative experience working with 
the government in reconstruction projects after the earthquake, 
and does not currently work with the government to complete 
their projects. Despite this example, local mayors and FISDL are 
among the main liaisons for project implementation (depending 
on HTA political affiliations or lack thereof). Additionally, some 
Salvadoran HTAs are closely connected with other Salvadoran 
organizations, through groups like El Rescate or CARECEN or 
through umbrella HTA groups like Comunidades Unidas Salva-
doreñas, which have been essential to the lobbying power of the 
HTAs on their home government.

To take advantage of the success that Salvadoran HTAs have 
had in the design and implementation of projects in El Salva-
dor, FISDL partnered with the General Directorate within the 
Ministry of Foreign Affairs, which was created in January 2000 
to serve as the main official link between the government and 
the Salvadoran community. Together they developed a formal 
program through which HTAs abroad compete for matching 
funds from the national government to complete development 
projects. The program is known as “Unidos por la Solidaridad.” 
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Through it, HTAs submit applications describing the project 
and funds required and FISDL reviews them for feasibility and 
responsiveness to community needs. In order for a project to 
participate in the partnership, FISDL has various requirements, 
some of which include: the project must conform to the municipal 
government’s plan for civic participation; the HTA must match 
at least 10 percent of the project costs; the municipal government 
must be solvent; only social infrastructure projects are included; 
and projects must cost at least US$30,000 (FISDL 2004).

FISDL maintains a liaison approach through the program 
“Conoce tu municipio,” which provides information to HTAs 
about the status of their hometown, as well as the projects FISDL 
has undertaken in individual towns. Of the forty-five projects 
that HTAs have partnered with FISDL on, twenty-eight have 
benefited the provinces of La Union (eleven), La Paz (ten), and 
Chalatenango (seven). Ahuachapan, La Libertad, Morazan, San 
Vicente, and Santa Ana have had one project each, although 
Sonsonante has had none to date (Table 5). The average cost of a 
project undertaken in these partnerships is $278,690, but varies 
with the department or partnership (from $1,210,350 in Usulutan 
to $40,000 in Ahuachapan).

Salvadoran HTAs, on average, gave 16 percent of the sup-
port, both in financial donations and in-kind support, but the 
percentage ranges from 1 percent in San Salvador to 57 percent 
in Usulutan. In the department of Cabañas, where HTAs have 
partnered with FISDL on three projects, HTAs have put up $99,000 
(9 percent of total funds) to match the FISDL $780,000 (69 percent 
of total funds). The average cost of each project in Cabañas has 
been $380,000.

Of the forty-five projects, seventeen deal with infrastructure, 
fourteen with recreation, and six with health. The Cuscatlan-
origin HTAs (SALA, LA, and Asociación Adentro Cojutepeque) 
have sponsored two projects with FISDL. In Cojutepeque they 
worked to remodel and furnish a recreation area for the town. 
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In Suchitoto, Cuscatlan, SALA worked with FISDL to repair and 
install streetlights on an access road to the Port of San Juan. As a 
measure of the program’s success, by June 2004 the associations 
had raised a total of US$4.53 million, double the amount they 
had committed through January 2004. With the new administra-
tion of President Saca, a new program was inaugurated with a 
call for proposals that led to the approval of twelve new projects 
amounting to US$3.1 million, sixty percent of which was com-
mitted by the Salvadoran community living abroad (Ministerio 
de Relaciones Exteriores de El Salvador 2006).

Another case where institutional relationships and partner-
ships have occurred with government involvement is the partici-
pation of the International Fund for Agricultural Development of 
the United Nations (IFAD) in co-financing development projects 
with HTAs. IFAD has a widespread rural project network in the 
Latin American and Caribbean region and has been working on 
projects concerning the relationship between rural development 
and remittances in El Salvador. As well as working to determine 
the role of remittances from the United States to Latin America, 
especially as untapped capital, IFAD has been working with the 
World Bank and Salvadoran HTAs in the US. It aims to further 
sensitize them to the conditions of rural Salvadoran communities 
and identify potential cooperative projects for which HTA and 
IFAD resources might be pooled. For example, IFAD has worked 
with a Los Angeles HTA supported by El Rescate and a Virginia-
based HTA to privately construct a local high school. Besides 
providing 53 percent of the funding, IFAD’s main contributions 
were technical assistance and help obtaining the support of the 
Ministry of Education for the project.

What IFAD has done is incorporate HTA initiatives into its 
Rural Reconstruction and Modernization Program, which in 
turn encourages migrants and migrant associations to invest in 
income-generating projects in their home countries. By match-
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ing migrant funds, IFAD has provided technical and financial 
assistance for projects in targeted Salvadoran communities.

Honduran�Associations
It is uncertain how many Honduran associations exist. From a 
compilation of associations thirty were identified, four of which 
were interviewed for this analysis. Their activities are similar to 
those of the other groups. Like other HTAs, Honduran groups 
are also led by a board of directors as well as presidents, secre-
taries, and treasurers who are elected on an annual or biannual 
basis. Groups have between fifteen and one hundred members 
who meet on a regular basis. However, given the binational 
nature of many of the groups’ activities, whereby they work to 
provide services both to local Honduran immigrants as well as 
communities in Honduras, locally based volunteers and clients 
could number into the hundreds. Honduran groups, as expected, 
are made up of members from a specific town or municipality in 
Honduras, although some have expanded their focus to include 
several municipalities, either on their own or in partnership with 
other HTAs. One New York–based group, Travesia Nueva Ola, 
was founded specifically to represent immigrants from Travesia 
within pre-existing Honduran umbrella organizations in the area. 
Other groups have come together around other common causes, 
such as Afro-Latino culture or an interest in investment.

Honduran organizations tend to keep in close communica-
tion with their hometown communities in Honduras in order 
to best understand what their needs are. They cite churches, 
local government entities, and community groups as important 
contacts for their work. Decisions on project selection are then 
usually made by the board of directors, although some groups 
do indicate a more formal process. One association interviewed, 
for example, sends a representative to their target community in 
Honduras every two years to hold community focus groups. The 
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club then meets back in the United States to discuss the findings 
and vote on new projects.

Like other associations in the region, activities tend to con-
centrate on health, education, infrastructure, and disaster relief. 
Honduran associations have also become involved in innovative 
campaigns to link the Honduran community in the United States 
to their homeland. The group Unidad Hondureña de Florida 
recently organized a voter registration drive for immigrants 
wishing to vote in the last Honduran presidential elections and 
personally delivered voter registration cards to officials in Hondu-
ras to make sure that they would be accepted. The Organización 
Hondureña de Palm Beach, also based in Florida, secured in-kind 
donations from local Honduran-owned painting businesses for 
use in construction projects throughout San Pedro Sula. Other 
projects include assistance with school supply drives, the con-
struction of community centers and computer labs, the donation 
of medical supplies, the repatriation of remains, and investment 
in tourism projects. 

While all organizations reported willingness to partner with 
other groups, such as neighboring HTAs and umbrella groups 
like the Garifuna Coalition, several indicated their hesitation to 
work directly with local Honduran municipalities. Some groups 
indicate a fear of corruption, and others have had negative ex-
periences with local government. However, that is not true for 
all associations. For example, one New York group is currently 
working with the government in San Rosa de Aguan to rebuild a 
bridge, and another received funding for a school repair project 
from the government of Travesia.

Fundraising efforts on the part of Honduran associations 
are often creative and have a strong cultural focus. Fundraisers 
have included trips to the beach and to casinos, a Mother’s Day 
buffet and other dinners, dances, pageants, and other cultural 
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performances. Most Honduran groups raise less than $10,000 
a year. Many groups also rely on the individual donations of 
their members. For example, the members of the New Horizon 
Investment Club in New York pool their personal contributions 
for collective investment in stocks or real estate.

Ten Garifuna Honduran immigrants in New York City 
founded the New Horizon Investment Club in 2000 with the 
idea to combine their resources in order to learn how to invest 
in the stock market and then assist in the economic development 
of the Honduran community in New York City. New Horizon is 
a member of the Garifuna Coalition in New York and strives to 
empower Garifunas and Afro-Latinos in general with investing 
knowledge. Since its inception, the organization has grown to 
over one hundred members who convene for monthly meetings 
to deposit their investments and discuss possible stocks. In order 
to diversify their investments, in 2004 the group decided to make 
its first real estate investment, in the form of a five-unit apartment 
building in the Bronx.

More recently, New Horizon has become interested in the 
idea of leveraging remittances to boost economic development 
in tourism along the north coast of Honduras. To this end, the 
organization has developed a strategic alliance with the National 
Garifuna Tourism Chamber, which is comprised of Honduran 
entrepreneurs involved in the tourism industry. New Horizon has 
been active in negotiating investments in these tourism-related 
activities through funding from the Multilateral Investment Fund 
as well as the United Nation’s International Fund for Agricultural 
Development. In addition, the organization is a co-sponsor of an 
upcoming Garifuna Annual National Conference in La Ceiba, 
Atlantida on the north coast of Honduras. The event will involve 
many local Garifuna organizations and entrepreneurs and will 
serve to promote tourism in this region of Honduras.
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Transparency and corruption are important issues for many 
of these groups. One Miami organization personally delivers all 
of its donations on monthly trips to Honduras and brings back 
photos and testimonies from the beneficiaries to share with its 
members. They commented that many people prefer to donate 
to development projects in Honduras through their association 
rather than through other vehicles, because they can be confident 
that the donations will be going to the right place.

hometoWn assoCiations and deVelopment

Are the practices of HTAs compatible with economic develop-
ment? Do the attributes and properties of an HTA intersect with 
those of development players and development work in a way 
that promotes long and sustainable development? If so, what 
conditions allow for HTAs to arrive at development solutions 
for their home country?

An association’s development impact is measured against 
four criteria: projects’ self-sustainability, matching of local basic 
needs, ability to promote community ownership, and potential 
for replication outside the local environment. However, in order 
to achieve such impact, HTAs alone cannot guarantee success.2 
To be most successful, policies and conditions mostly external 
to the HTA need to exist. First, development and government 
agents must respond to the input of HTAs when working on 
projects that can enhance local development. They must engage 
and communicate with HTAs and be willing to partner with 
them and allocate resources. Second, the capacity of the local 
economy to absorb migrant foreign savings, particularly those 
associated with community donations, is central to achieving 
local development.

2. HTA development performance is measured against their ability to adequately 
adopt projects that adhere to basic development operational impact criteria.
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HTA�Development�Promotion�Capacity
HTAs are primarily philanthropic groups whose work some-
times overlaps with economic development, but not always. The 
philanthropic work is instrumental to solidifying relationships 
with the community and promoting well-being. HTA develop-
ment delivery capacity depends on the interplay of five elements: 
capacity building, quality of the organization, capacity to partner, 
durability, and resource capability, as defined below.

Capacity building: Process of strengthening capacity to iden-
tify priorities, resources, and implementation

Organizational nature: How an organization operates its 
activities and functions

Partnership and collaborative capacity: Ability to carry out 
projects in collaboration with other institutions

Long-term durability: Organization’s institutional capacity 
to last for at least five years

Resource capability: Ability to raise enough resources to 
deliver adequate projects

Most Central American HTAs exhibit some but not all of these 
features, thus limiting their development delivery capacity. Al-
though the majority of these groups are organizationally strong, 
and their projects have much needed short-term effects in their 
communities as they address local needs, they lack many of the 
other features that can enable them to become feasible develop-
ment players. Few institutions identify priorities that are com-
mensurate to the needs of the community, their resource stock 
is intermittent and, while extremely valuable, is generally small 

•

•

•

•

•
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in nature and not enough to impact greater activities in any of 
the areas in which they work. 

Some associations are models of success. For example, Sal-
vadoreños Associados de Maryland and the New Horizons 
Investment Club are institutions that gradually learned to build 
partnerships with government institutions, assess local impact, 
identify priorities in their areas of interest, and strengthen their 
organizational base. They reached a maturation point at which 
they graduated from grassroots activism to proactive non-profit 
development mobilization.

Although development promotion capacity among HTAs is 
mixed, their regular involvement and activism over time provide 
lessons for improvement. Moreover, their interaction with out-
side institutions, donors, governments, or private sector groups 
strengthens their capacity to do development work.

Donor,�Foundation,�and�Government�Initiatives
HTA interaction with larger bodies and institutions can be critical 
to their success. First, the experience of development agents adds 
value to HTA work. Second, HTAs are motivated to engage in 
such partnerships because their funding is matched and there is 
confidence in their positive performance. The cases of initiatives by 
the Inter-American Foundation, the Multilateral Investment Fund, 
the United Nation’s International Fund for Agricultural Develop-
ment, FISDL, and the Pan American Development Foundation 
all illustrate that leveraging opportunities leads to development 
results and also helps strengthen HTAs’ ability to deliver.

A case where institutional relationships and partnerships 
have occurred with donor participation is the International Fund 
for Agricultural Development of the United Nations (IFAD). 
IFAD has had a role in co-financing development projects with 
HTAs. IFAD worked with a Los Angeles HTA, supported by El 
Rescate (a local Los Angeles NGO) and a Virginia-based HTA, 
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to privately construct a local high school. Besides providing 53 
percent of the funding, IFAD’s main contributions were techni-
cal assistance and help obtaining the support of the Ministry of 
Education for the project. IFAD has incorporated HTA initiatives 
in its Rural Reconstruction and Modernization Program, which 
in turn encourages migrants and migrant associations to invest 
in income-generating projects in their home countries. By match-
ing migrant funds, IFAD has provided technical and financial 
assistance for projects in targeted Salvadoran communities.

For example, in a joint operation with the Multilateral In-
vestment Fund of the Inter-American Development Bank, IFAD 
funded a New Horizons Club project to conduct training and 
investment feasibility assessment of the Club’s capacity to invest 
in the Atlantic coast of Honduras. Moreover, New Horizons also 
received funding to learn about the work performed by twenty 
other Honduran HTAs, to disseminate the lessons they learned 
and to identify opportunities for collaboration with donors.

There exist other successful initiatives by donors, founda-
tions, and governments, some of which have even been behind 
the establishment of new HTAs. The Inter-American Foundation 
established a grant program through the Salvadoran-based NGO 
CARECEN International. CARECEN targeted twenty-one com-
munities in three municipalities and promoted the creation of 
new HTAs in those communities where no migrant associations 
had previously existed. As a result, HTAs grew from three active 
migrant associations to fifteen, designing a total of twenty-one 
development projects identified for HTA funding. Moreover, 
municipal governments became involved; one municipal gov-
ernment committed funding for up to 30 percent of each project 
within its jurisdiction.

The work of CARECEN with HTAs and local communities 
in El Salvador benefited from lessons learned through the Inter-
American Foundation’s previous work with HTA community 
development projects. These lessons included the importance 
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of strong citizens’ groups and a focus on community-driven 
collaboration with local governments in building sustainable 
partnerships and projects. The Inter-American Foundation has 
taken active steps toward building the capacities of such commu-
nity groups, both in the US and El Salvador, to effectively work 
together through training workshops and the work of community 
organizers. While CARECEN admits that working with HTAs 
has been a challenge, they have seen positive long-term results 
with important implications for the role of HTAs as partners in 
local development (Pyle 2006).

Another important case is the work of the Pan American De-
velopment Foundation in El Salvador through a USAID funded 
program, ALCANCE (Alliance of Communities Supporting 
Children and Their Continuation in Education). This program 
partnered with twenty-one HTAs to focus on rural Salvadoran 
primary school children by improving access to education and 
leveraging HTA involvement in education. One of the compo-
nents of ALCANCE “established a $25,000 one-to-one matching 
fund, where one dollar invested in the program by the HTA was 
matched with an ALCANCE dollar from the private sector, up to 
$1,000 per school.” Some of the results of this partnership with 
HTAs included the direct benefit to 12,056 children attending 
seventy-seven schools, and nearly $220,000 in cash and in-kind 
donations by HTAs (PADF 2005).

In addition to ALCANCE, the Pan American Development 
Foundation also works in partnership with Banco Agricola of El 
Salvador to sponsor the transnational development fund “Ma-
nos Unidas por El Salvador.” This initiative matches funding for 
community-based projects in El Salvador through a competitive 
selection process. Migrant groups in the Washington, DC, and 
Los Angeles areas are eligible for between $5,000 and $40,000 in 
matching funds for projects supporting infrastructure develop-
ment. This demonstrates, yet again, the role the private sector can 
play in migrant-led development initiatives (PADF 2006).
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These donor initiatives resulted primarily from direct outreach 
by HTAs to develop partnerships with donors by demonstrating 
their synergies in local community projects. More importantly, 
the partnerships are an important invitation to HTAs to improve 
their capacity to support development projects. These partnerships 
have also had demonstration effects on other groups, donors, and 
HTAs, who may explore possibilities for further work.

Local� Economies’� Capacity� to� Absorb� Savings/Migrant�
Donations
Although remittances and other economic exchanges primarily 
go to the poor, these interchanges alone are not a solution to the 
structural constraints of poverty. Remittances offer temporary 
relief to families’ poverty, but seldom provide a permanent 
avenue into financial security, unless leveraging policies are 
implemented. To do this, structural reforms regarding inequal-
ity in Latin America as well as specific policies for integration 
and financial democracy for sending and receiving households 
are necessary.

It is important to understand that the social and productive 
base of an economy significantly defines the ways in which mi-
grant foreign savings will effectively function in that economy. 
Family remittances, migrant investment, and community dona-
tions need to be understood as exactly what they are: foreign sav-
ings. As with any other source of foreign savings, like aid, trade, 
or investment, community donations interact with the structure 
of the local economy. The extent to which such structures absorb 
those savings is the first question for development practitioners. 
This means that it is important to analyze the productive forces 
in an economy, the efficiency levels, how modern it is, what level 
of diversification/concentration of production exists within the 
various sectors, how entrepreneurship operates and is enabled, 
what technology tools exist or are missing, and the extent to which 
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governments provide an enabling environment to motivate an 
interaction between investment and production.

A recent comparative study of four semi-rural communi-
ties in Latin America showed that the productive bases of their 
economies were unable to fully absorb these funds and the need 
to implement such strategies and policies was urgent (Orozco 
2006a). The study also exposed the relative fragilities of the lo-
cal economies, with high costs of living that make it difficult for 
remittance recipients to save and mobilize those savings.

In each community the entrepreneurial class caters little to 
the demands of remittance recipients, and its form of operation 
is relatively primitive. From the perspective of financial interme-
diation, a critical asset accumulation sector, financial institutions 
were not shaping the demand by supplying financial products, 
with some exceptions. Moreover, governments and civil society 
do not provide recipient families with adequate support net-
works to help them cope with the realities of migration. As a 
result, nearly one third of recipients reported that they too were 
considering leaving their communities in the near future and 
migrating abroad.

If an economy and its supply side are unable to produce in a 
competitive context, the labor force will depress and eventually 
a portion will migrate in order to provide for their families. The 
beneficiaries of money sent from abroad may only do so much 
with that money insofar as the local economy provides an effec-
tive supply for the demand of services and products.

ConClusion

Taking diasporas into account when designing a development 
strategy is more than justifiable for donors. The presence of 
millions of immigrants who are regularly connected to their 
homelands, as well as the impact that those connections have 
on local economies and communities, should not be overlooked. 
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However, only a few donors or foundations have engaged in 
experimental partnerships, and institutionally there remains to 
be found a strategy that links donor work with diasporas. There 
may be several reasons for this situation. First, some development 
experts do not believe that migrants are capable of participating 
in development schemes. Second, because of the limited knowl-
edge that exists about organized diaspora groups, some donors 
have uninformed expectations about what results these groups 
can achieve. There are problems of symmetry between donors 
and diaspora organizations that need addressing. Third, a new 
line of communication with migrant organizations is critically 
important. Both diaspora organizations and donors need to find 
a space for interaction and communication to bridge the divide 
that separates them by virtue of their social conditions. Many 
conferences and policy discussions about migration, remittances, 
and HTAs exclude migrants and their predominantly volunteer 
groups from the debate. This silences an entire group and reduces 
its chances of effectively participating in development. Fourth, 
the performance of HTAs is often mixed, due to uneven ability 
to work on concrete development projects.

When donors, foundations, and even private sector institutions 
do interact and partner with HTAs, successful projects emerge. 
Governments and donors should seriously consider approaching 
HTAs as partners in development, while providing them with 
the means to better achieve their goals, including promoting 
better economic opportunities in the host countries. However, 
overall responsibility for development promotion should still 
rest on governments, not on diasporas. Many Central American 
diasporas continue to be part of an impoverished underclass of 
migrants whose livelihood is defined by precarious, low-paying 
jobs and society’s disregard of their social, economic, and legal 
status. Therefore, a transnational development approach is a criti-
cal consideration in this age of globalization and transnational 
communities.
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