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Foreword

The volume at hand is a valuable and an up-to-date account of a recently emerging
phenomenon and its impact on international business. Until a couple of decades ago,
the main contact diaspora had with homelands was remittances to family members or
investments in property. More recently however, a considerable part of foreign
investments coming in emerging markets is coming from the diaspora settled abroad.
Investments from overseas Indians into India or overseas Chinese into China are
now well documented. It is, therefore, high time that a volume has come out to
explain this phenomenon and to help us understand its impact and economics and
other dimensions.

Part I of the volume is an excellent introduction to the topic and what role it plays
in the economic activities of respective countries. Part II looks at the positive as well
as the negative role played by overseas diaspora in some countries. Part III looks at
the sociocultural aspects of diaspora networks. This part is particularly interesting as
it brings in the changing and dynamic mechanisms that are brought into the life of
local populations. Part IV explains how the diaspora is influencing positive entre-
preneurial activities in these countries that is changing the lives of many people. Part
V analyses how diaspora activities are influencing the international business field,
particularly trust and knowledge transfer. Finally, Part VI looks at the policy
implications and how diaspora resources can best be utilized for the benefit of
local societies.

The volume thus fills an important gap in the international business literature and
is a must-read for scholars and PhD students in the fields of entrepreneurship, small
business and foreign investments.

University of Birmingham, Birmingham Pervez N. Ghauri
Business School, Birmingham, UK
March 2018



Foreword

I am delighted to write this brief note of Foreword.

Initially, I wondered if one could write a foreword to a highly comprehensive book
that contains 31 chapters in six well-organized parts that are authored, and
co-authored, by some 49 scholars with first-hand knowledge of migrant and diasporic
populations from more than 30 countries of origin (COO) or countries of residence
(COR), not accounting for global surveys (e.g. by Global Entrepreneurship Monitor)
of migrant populations from countries spread worldwide. The more I examined the
table of content, and read abstracts and summaries of the chapters, covering diverse
and rich details and patterns of migration, and diasporic international entrepreneur-
ship, the further I doubted if the collection of scholarly works in this book would need
any introduction or a word of praise by someone who is not directly involved in
diasporic research. The authors, co-authors and the editors have done the necessary
research and have spoken well, and they have left no room for others to add to their
words. The chapters of the book do collectively discuss relevant theories, followed by
empirical research, and also cover both the breadth and depth of their respective
research topics very well. Readers of different scholarly backgrounds learn from the
theoretical discussions and research results presented in this volume. Even for a
casual observer of this newly emerging field that is gaining increasing currency and
importance, research questions and their supporting argument can stimulate exten-
sions, or new related, research questions, on which the reader can reflect and possibly
engage in further research.

Regarding the general patterns and trends, the 2017 United Nations’ International
Migration Report, for example, suggests that “There are 258 million people living in a
country other than their country of birth—an increase of 49% since 2000”. The same
report also suggests that some “3.4% of world’s inhabitants today are migrants” and
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viii Foreword

“the number of migrants as a fraction of population residing in high-income countries
rose from 9.6% in 2000 to 14% in 2017.”"

Aside from scholarly research and writing, most of us experience diaspora entrepre-
neurs routinely in our daily lives. Ethnic businesses, mostly run by migrant, diasporic or
transnational entrepreneurs, are difficult to avoid or ignore. In Canada, for example,
immigrant entrepreneurs have created more successful innovative businesses than
aspiring entrepreneurs born in Canada. Similarly, in Montreal, where McGill University
is located, and I work and reside, migrants and older generations of diasporic ethnic
families are prominent—e.g. there are more than 20 large and formally organized
ethnicities with community centres and officially registered community associations
(or corporate organizations), in which migrants are active and newly arrived migrants
join. In most cases, such community organizations are the initial lifeline connecting the
new migrant to the broader population. Some ethnicities have also established their own
community neighbourhoods,” including the Chinese (centrally located in the “China
Town”), Indians, Irish, Italians (concentrated in two communities of “Little Italy and
Saint Leonard”), Portuguese, Vietnamese and many ethnicities from the Caribbean
Islands, Eastern Europe, the Middle East, North Africa and South-east Asia, to name a
few. These communities were established by the early migrants who decided to settle in
Montreal and build productive industries and communities, on which Montreal has
thrived over the past three-and-a-half centuries,” and they still add to rich cultural fabric
and the vibrancy of life in the city. If you wish to have an authentic gastronomic ethnic
food, either as a resident or tourist, there is a wide range of choice that includes Chinese,
French, Indian, Italian, Persian, Polish, Portuguese, Thai, Tibetan and Vietnamese,
amongst many other ethnic cuisines, some of which have had well-established restau-
rants across generations and others operating as smaller family businesses by the family
team of husband, wife, children and possibly other co-ethnic workers. Making a choice
across the various ethnically based culinary foods presents a challenge.

Food is not an exception. Migrant businesses cover a vast range of goods and
services and are found in nearly all corners of the city, some of which are so
integrated in the population and in the local environment of the city that their
ethnicities are taken for granted, if not fully ignored. Perhaps, Montreal’s large
and rich diversities have played a role in reducing, if not removing, the distinction
between the French majority and the migrant ethnicities that have become the
cultural pillars of the community and continue to generate significant economic
value for the society as a whole that goes far beyond tangible financial wealth and
prosperity. In spite of their highly significant contributions, however, migrant
businesses face challenges and difficulties that stem from their ethnic identity—i.e.

"For more details, please see the United Nations, Department of Economic and Social Affairs, The
International Migration Report 2017, available at https://www.un.org/development/desa/
publications/

Please note that these are not enclaves as they are integral parts of Montreal and there is no
distinction between one community and the next.

*Montreal celebrated its 350th anniversary of its establishment by its original French settlers
in 2017.


https://www.un.org/development/desa/publications/
https://www.un.org/development/desa/publications/
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not being a part of the French majority. Although the second and third generations of
the originally immigrant families are fully culturally adapted, very well-educated
and fluent in Canada’s two official languages (English and French) and at least one
other language (i.e. one or two parental native languages), they are collectively
referred to as “allophones”, with the connotation that they are not the descendants of
the original French migrants that established the North American colony of the
“New France” three-and-a-half centuries ago. The above portrayal points to the
following observations:

1. That the irony of association with diasporic roots, and a somewhat different
heritage other than that of the native majority, extends beyond the first generation
for some time, and it remains dormant across a few generations in spite of their at
least equal, if not superior, characteristics offering higher incremental benefits to
the society at large.

2. That, eventually, the migrants, ethnic and diasporic businesses and transnational
entrepreneurs blend into the fabric of the society and we all interact with them
routinely without consciously noticing their roots. Once beyond the early years,
they become integrated and indistinguishable part of the society, and it takes
some efforts, such as those presented in the present volume, to highlight their
early adjustments and adaptation plights that have brought their presence, benefits
and challenges they may have faced to the fore.

3. That the migration and diasporic phenomena operate at the interactive intersec-
tion of a few socio-cultural, economic and even political layers that include, but
not limited to, the interaction of personal traits (e.g. those of the migrants and their
background and experience), organizational and social (e.g. those of the firm,
ethnic community, extent of their respective embeddedness, etc.) and environ-
mental and societal (e.g. the institutional differences between COO and COR),
amongst others.

4. When the implicit assumption of “ceteris paribus™ abstracts from, and possibly
obscures, the significant impact of not-so-obvious, or intangible, forces that truly
affect the longer outcomes of the diasporic experience, prudence suggests
detailed, in-depth studies with limited scope. With a few exceptions, the chapters
of this volume paint a clear picture of their research landscape and allow the
reader to comprehend and extend beyond the cases at hand, if and when required.

Upon further reflection, I realized that nearly every scholar in this volume has had
personal experience with their respective topic. They may not have migrated them-
selves, nor have been a member of a diaspora, but they appear to have had close
personal experience with the phenomena, directly or indirectly, adding significant
nuances to the general knowledge about the pattern of migrant and diasporic
behaviours. This motivated me to reflect on my own experience.

The balance of this note is designed to extend beyond strict scholarship and
briefly highlights a personal experience, close to that of a migrant, in order to
characterize the ongoing interaction amongst the multi-layered forces and influ-
ences that shape migrant and diasporic experiences. 1 will reflect on my own, which
is possibly a typical experience, in order to relate to, confirm and even expand upon
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the content of the volume that you, the reader, will soon confront. Your direct
personal experience, hopefully similar to mine, might generate a quiet conversation
with, or alternatively a constructive dialectic commentary to, each of the article’s
subject matter.* If it does, that will, indeed, be ideal. It will be an indication that the
book has served its purpose. Regardless of your perspective, and the consequent
outcome(s), your interaction with the content of this volume is bound to add an
illuminating silver lining to the arguments presented in each chapter and push the
scholarly frontier forward.

As mentioned earlier, my personal story is not very different from many of the
stories in this volume, and I am not an exception to a potential reader, such as you. I
hope that we develop a deeper collective understanding of the materials presented in
this volume in order to form a basis for a mutual conversation and further research in
advancing scholarship in diasporic entrepreneurship that is rapidly occupying a
larger space due to increasing migration and internationalization of entrepreneur-
ship, which are expected to expand further as barriers to mobility are reduced on the
one hand and the humans’ desire to improve upon their prevailing conditions on the
other.

The Typical Case of Foreign Students Seeking a Higher
Post-Secondary Education

In the context of migration and entrepreneurship, I left my country of birth with the
aim of obtaining a higher education, and a doctoral degree, in order to gain higher
capabilities for exploring, or creating, better opportunities for myself, my siblings and
family, and possibly contributing to the well-being of my countrymen upon return. My
original plan had clear parameters with equally clear processes with well-defined
beginning, ending and expected results, all free of potential barriers (or stumbling
blocks) and impervious to external influences. My earlier experience as a professional
mechanical design engineer and my graduate engineering education had trained me to
identify all potent forces influencing a project, to model them and to calculate their
interactive collective outcome in order to estimate a feasible solution (or end result)
after allowing for a safety factor (i.e. for strengthening the design and modelling by a
“reasonable safety factor” to account for what might have been inadvertently left out).
Generally, such an approach would work well for most mechanical design systems
when most influential forces are taken into account and a sufficient “safety factor”
would compensate for the unexpected, unobservable or unintentionally ignored

“ After reading this foreword, your initial scholarly stance regarding the subject matter may take one
of the following two forms: (1) Due to your previous personal experience with the phenomena, you
might have formed a context for the content of this book already, or alternatively, (2) your views
might remain as objective and as distant as in the past. Regardless of the past experience, directly or
indirectly, the chapters of this volume should form a context for your further inquiries.
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influences. Unfortunately, most projects in changing environments involving human
agents, with evolving aspirations, resemble dynamic adaptive complex systems
(DACS), mainly due to their interactions with other agents and the society at large,
which cannot be accurately, or fully, modelled. A graduate student in a foreign
environment is a typical case of DACS. Analogically, a foreign graduate student is
also similar to a migrant or diasporic entrepreneur seeking better life outcomes by
embracing the risks and rewards inherent in a foreign land of expected opportunities.
Retrospectively, I was more similar to a typical start-up entrepreneur than a migrant; as
I had specific project, processes and end results in mind (e.g. a doctoral degree from
the University of California at Berkeley (UC-Berkeley) in four years, with a possible
delay of one term for the unexpected)—without proper allowance for educational
differences and no cognizance of the complex dynamics of highly interactive educa-
tional processes. My entire attention was focused on that objective and all other
projects and relations had become secondary, or were left on ice, figuratively speaking.
As in many start-up ventures, entrepreneurs overestimate their capabilities and
resources, walk willingly into the darkness of unfolding dynamic processes with
unconscious underestimation of challenges and face difficulties and obstacles that
delay their progress, if not derail their previously planned course of actions. As a
foreign student entering a new educational environment (similar to a migrant entering
his newly adopted country), I found the environment of California in general, and that
of UC-Berkeley in particular, far from what I had read about, and expected, then. For
example, the social dynamics of persistent student activism and protests against the US
involvement in Vietnam and the presence of police and State of California’s National
Guard on the campus were unfamiliar, disruptive and certainly distracting.” Over some
150 years, UC Berkeley had continually prided itself of the bright lights of knowledge
and academic freedom, extending much beyond those elsewhere.® In the absence of
friends, guides or supportive social network at the outset, most foreign students find
their new environments equally distracting and disorientating, if not confusing, in need
of further analysis for deeper comprehension. A typical foreign student, similar to a
newly arrived migrant, would initially have a very feeble, and possibly no, social
network or support system. This is in and by itself sufficiently disorienting, especially
when the migrant comes from a rich support network of family and friends with high
human and social capitals at home that is ready to extend a helping hand when needed.
In contrast to all those present at home, the newly arrived migrant may face the void of
nearly non-existent social capital and social relations in the new environment. Just like
a blind, one is forced to rely upon a stranger, or a helpful passer-by, for guidance in
order to carry on routine acts, such as crossing a street. The locals, in contrast, can
draw upon friends for much illuminating advice to overcome higher challenges, if and
when required.

SFor a brief history of student activism and free speech movement at UC-Berkeley, see https:/en.
wikipedia.org/wiki/University_of_California, Berkeley

The prominent motto of the University of California system, with the UC Berkeley as its flagship,
is “Let there be light”, or “Fiat Lux” in Latin.


https://en.wikipedia.org/wiki/University_of_California,_Berkeley
https://en.wikipedia.org/wiki/University_of_California,_Berkeley

Xii Foreword

Scholars refer routinely to the bridging and bonding social capital of one’s
networks that are expected to spring into action for the price of a mere asking,
upon which a newly arrived student or migrant entrepreneur is expected to rely soon
after arrival. Such social capital is not readily available and far from routine—one
cannot find it easily, buy it from a store or build it quickly with ease in a timely
fashion. Building a reliable social network is not a do-it-yourself project that any
amateur can try, and succeed, after initial small mistakes and misadventures. How-
ever, if one can slowly cultivate and become a part of an established network (for
example, that of one’s ethnic association, or the fellow foreign students, who had
experienced and overcome similar difficulties before, and would voluntarily help the
newcomer in need), the initial challenges would become easier and the farther
horizon appears somewhat more visibly clearer. In entrepreneurial terms, these
volunteering fellow students are similar to Angel Investors, who would step in and
give a helping hand to a drowning entrepreneur facing untold difficulties. They
would rush, and even draw on their own social capital, to help in response to a signal
or recommendation of fellow entrepreneur, which might have in turn been based on a
tentative knowledge (and sometimes imperfect information) pointing to an entrepre-
neurial venture facing serious distress. To the distressed entrepreneur, however, such
venture-saving rescue is the lifeline that offers the opportunity for learning from
mistakes, changing prior plans and adjusting the previously charted course of
actions. To the Angel Investors, in contrast, financial support is just an affordable
loss, while their personal connection and potential mentoring and bonding with the
venture, and seeing it through the trouble to growth, prosperity and success, are the
satisfying true reward.

Similarly, their respective perception of risk-reward equation is initially different
and also evolves differently. The entrepreneurial risk-return equation, especially for
migrant entrepreneurs, may change through an upward revision of previously
underestimated true risks and downgrading of rewards in the dynamics of unfolding
future. Furthermore, the previous risk-reward equation, which might not have
allowed for the possibility of extraneous factors, such as competitive market forces,
and possibly hostile regulatory or environmental conditions, inhibiting local support
system to assist, would change to allow for external adversities.” Once the migrant
experiences the operating conditions in the newly adopted country, the true reality
begins to set in—that the true risk component is much higher than those anticipated
or perceived previously, due to, for example, inadequate or asymmetric information
regarding the support network, social capital and the like. Consequently, migrant
entrepreneurs are forced to learn to swim the troubled waters of their new environ-
ment quickly to stay afloat and to avoid drowning. Such forced, and possibly
against-the-current, swimming may also result in a realistic revision of one’s capa-
bilities as well. This process may not only harden their resolve to avoid failure but

7Although a highly optimistic migrant entrepreneur might view his current difficulties as an
aberration and expect the near future to be much better than the conditions just experienced, most
realistic entrepreneurs adjust plans downward to avoid further difficulties and possible insolvency.
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also modify their perception of risk-reward equation. They realize quickly the need
to work harder, conduct more prudently, expect less and invest more to build a solid
business foundation for success.® Such learning of the true dynamics of migrant
entrepreneurship principles prepares them better for challenges that would cripple
their native counterparts.”

Back to the Berkeley experience. Fortunately, the International House on the
Berkeley Campus (I-House) resembles the network hub of entrepreneurial angels. A
large, highly competitive, socially oriented and well-meaning-minded group of
graduate foreign students mostly residing in, or associated with, I-House is the
pool of human and social capital for a newly arrived student in need of assistance.
It only takes the mere news of a fellow student’s pending arrival to spring the
volunteer network into action: They may pick up the student from San Francisco
Airport, put him up for a few days before accommodation is arranged, take the
newcomer to a bank, rental office, etc., and in short, act as the guide to a blind to
avoid early crippling and punishing stumbles.

Along the same lines, and after a few days, or weeks, most foreign students find
their way to the Office of Foreign Student Adviser, then conveniently located in the
I-House. This office would bridge between the newly arrived foreign student and the
rich, humane, voluntary and supportive network of graduate foreign students.'® As a
direct result, the foreign student would soon be on his way tackling the difficult task
of starting his dream by taking courses, unaware of the fast-paced nature of such
courses and high competition with bright fellow students in graduate courses that
have no mercy—one needs to prepare to run fast from the start to avoid falling
behind precipitously and to avoid eventually sinking and drowning beneath the
course materials. For graduate students, the grace period is only one-term probation
before the student is kicked out, regardless of his language deficiencies, financial
difficulties and so on. Such termination in graduate studies in the US system of post-
secondary education then would effectively bar the student from further studies in
similarly ranked institutions of higher education. Most graduate students try very
hard to avoid such prospects at all costs, which in entrepreneurial terms resembles a
lifetime blacklisting of a once-failed entrepreneur for his misfortunes due to mis-
reading of complexities facing him at the time. Similar to migrant entrepreneurs
striving to avoid insolvency or bankruptcy at all costs, the rewards of hard work and
deep sacrifices await the mat graduation. In contrast, those who had underestimated
the difficult processes and failed to revise their plans to overcome obstacles join the
statistics.

8Literature refers to the difficulties associated with change in embeddedness. Foreign students, or
migrant entrepreneurs, experience such changes and need to adapt relatively quickly.

These early learning and adjustment processes, due to unperceived adversities faced by a migrant
entrepreneur in a new environment, are a potential explanation as to why entrepreneurial start-ups
by migrant entrepreneurs achieve a higher rate of success than those of native counterparts.

'0This informal and voluntary group would receive limited support from the I-House, Foreign
Student Advisor and UC Berkeley.
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The noteworthy point is that most initial study plans change as the mirage of easy-
to-reach success moves exceedingly farther. Initial plans are continuously revised to
become more realistic; the ever-present probability of facing fatal obstacles moti-
vates increasingly harder work and higher sacrifices as the risks of failure become
clearer and the rewards of attaining success loom nearer and larger. This is not very
different from the case of unsuspecting migrant entrepreneurs facing a highly
competitive environment in their newly adopted country. Stated differently, foreign
graduate students entering reputed institutions of higher learning experience diffi-
culties similar to those of migrant entrepreneurs facing highly competitive forces,
and possibly hostile environment, while bearing disadvantages associated with an
alien striving to compete and succeed in harsh conditions.

In closing, I hope that my retrospective account of a typical foreign graduate
student characterizing academic entrepreneurship in a foreign land facing upward
battles, paralleling the experience of migrant entrepreneurs fighting to succeed in an
unfamiliar and different environment in his newly adopted country, will further
motivate you to read every page of this volume in your hands, for it offers more
in-depth and richer experience of migrant and diasporic entrepreneurs in highly
varied conditions. I further hope that you, the reader, reach back to the authors,
co-authors and the editors of this volume, as well as to this contributor, to establish a
lasting conversation not only on topics related to migrant entrepreneurs and their
needs and challenges but also to extend the powers of your scholarly intellects to
address the broader emerging issues in the field of entrepreneurial internationaliza-
tion, or international entrepreneurship, to which I have become a pious convert.
Many scholarly researchers of the field will enthusiastically embrace your helping
hands for overcoming the current obstacles they face and intellectual challenges that
lie ahead.

McGill University, Montreal, Canada Hamid Etemad
March 2018



Preface

International migration and diaspora have become concepts that directly influence
many of us and our families. Global phenomena such as historical migration waves
and their results and the internationalization of careers and connected work life have
provided more and more international diversity and networks. Furthermore, our
increasingly global social context affects us on multiple levels. The requirements
on academic mobility are also pushing scholars to migrate, becoming part of a global
scholarly family. All these developments provide a personal reference point to the
editors, authors and reviewers of the present body of work that migration and
diaspora do matter.

Beyond the personal level, we see the importance of the phenomenon growing,
regardless of the emerging signs of de-globalization. As elements of international
and local business, economy and society, diaspora networks have been established
as permanent features of the global playing field. Diaspora networks, broadly
speaking, are here to stay.

This book is an outcome of several projects, in a way an example of global diaspora
networks and their workings. First, at Turku School of Economics, Maria Elo set up a
research platform and project called Diaspora Networks in International Business. Since
then, we organized numerous international workshops and conferences, amongst others
with Interdisciplinary-Net in Oxford and Prof. Ram Vemuri, with the University of
Bremen and Prof. Jorg Freiling and Aki Harima and with Universidade Catolica
Portuguese and Prof. Susana Costa e Silva. This platform was instrumental in creating
the partnership between the editors of this collection. We also generated a Nordic
cooperation on transnational diaspora entrepreneurship with the University of Southern
Denmark and Linnaeus University in Odense and Kalmar with Prof. Per Servais and
Assistant Professor Susanne Sandberg and established a series of new workshops. On
the American and Caribbean side, numerous events have taken place too (e.g. https://
www.mona.uwi.edu/msbm/uwi-research-days-2017-joint-presentation-journal-special-
issue-launch). Second, we as multiple teams dealing with parts of the same phenomenon
have participated in various international conferences and seminars presenting our work
and motivating others in their work. Societally, we have attempted to publish broadly
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and participate in events, such as the Global Entrepreneurship Week in Geneva http://
unctad.org/en/pages/MeetingDetails.aspx ?meetingid=1180, occasions of Chambers of
Commerce and of other actors and associations, e.g. the Society for the Study of Ethnic
Relations and International Migration (ETMU). As such, we have sought not only to
influence academic discourse and research but also to engage the wider society (http://
jamaica-gleaner.com/gleaner/20150121/lead/lead3.html) and influence policy develop-
ments, with Indianna Minto-Coy having drafted the main text of the Jamaica Diaspora
Policy document. Moreover, this work has influenced teaching materials, course con-
tents and syllabi, and it contributed to PhD studies with new insights (e.g. http://uib.kz/
en/uib-successfully-hosted-uib-finland-science-and-research-week/). With the book, we
wish this research stream to diffuse and progress further.

Importantly, the experience of diaspora networks in international business and
entrepreneurship spans various contexts. As such, we have packed together the
viewpoints ranging from developing to emerging and developed countries in our
cooperation. The global relevance of diaspora networks is amply evidenced through-
out the collection of these contributions. Particularly, we have provided opportunities
for diverse disciplinary views and voices to participate in the debate. Collectively, we
and our reviewers perceive these as notable contributions to the development of the
research field.

Therefore, we would like to cordially acknowledge the stellar contributions of our
authors and collaborators: Elie Chrysostome, Jean-Marie Nkongolo-Bakenda, Julie
Emontspool, Per Servais, Dillon Alleyne, Ikhalfani Solan, Manuel Orozco, Julia
Yansura, Silvia Garcia Delahaye, Gabriela Tejada, Rondy de Silva, Susana Costa e
Silva, Vilmante¢ Kumpikaiteé-Valitiniené, Arla Juntunen, Leo-Paul Dana, Markku
Virtanen, Wilhelm Barner-Rasmussen, Luis Zarate-Montero, Rosalina Torres-
Ortega, Ye Liu, Thomas Schgtt, Sanya Ojo, Sonya Sahradyan, Jorg Freiling, Jan
Brzozowski, Satu Aaltonen, Elisa Akola, Cilin Guriu, Erez Katz Volovelsky, Aki
Harima, William Y. Degbey, Kimberly M. Ellis, Daniela Bolzani, Alberta Andreotti,
Giacomo Solano, Allan Discua Cruz, Pedro Marcial Cerrato Sabillon, Hugues
Séraphin, Imelda M. Nicolas, Joanna Lyn S. Rodriguez, Mohammad B. Rana, Foujia
Sultana Nipa, Iris KoleSa, Diasmer Panna Bloe, Stella Opoku-Owusu and Marianthe
Stavridou.

At the same time, we would like to warmly thank and acknowledge the work of our
reviewers and other supporters who have done an amazing work in co-creating this
book. Our review team have been gracious with their time and knowledge, providing
feedback on chapters throughout each stage of development. Many of them have
discussed ideas, provided viewpoints, contested extant assumptions and suggested
ways forward, separately and in addition to their review work. Many of them have
supported us via other projects and have cooperated with us in developing related
themes further directly or indirectly. You have provided us important viewpoints and
motivation to develop this book. Therefore, we thank you cordially: Pidivi Jokela,
Ram Vemuri, Elli Heikkild, Leo-Paul Dana, Lies]l Riddle, Nicole Coviello, Hafix
Mirza, Florian Tdube, Xiaotian Zhang, Daniela Bolzani, Christina Boari, Marco
Visentin, Satu Aaltonen, Magdalena Kmak, Jan Brzozowski, Hanneleena Hieta,
Iris Kolesa, Marianthe Stavridou, Jorma Larimo, Niina Nummela, Lasse Torkkeli,
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1 Introduction

This book is a collective effort. It aims to broaden the understanding and perspec-
tives on diaspora and diaspora networks in international business and economy.
Explicitly, it seeks to address phenomena related to diaspora and diaspora networks
as they relate to economy, trade and entrepreneurship. In so doing, it attempts not
only to explore and discuss such mechanisms and forces, but also the type of actors
and their embeddedness, while building on the current understandings (cf. Cohen
2008; Brinkerhoff 2009; Tsolidis 2013; Sahoo and Pattanaik 2013). If a generic
question is needed, it could be “How migration and diaspora with the resulting
networks shape and influence the business landscapes that we operate in?” In
particular, aspects such as migration flows, transnationalism, business networks
and networking, resources and skills, and opportunity exploration and exploitation
are central in understanding the contemporary world and its workings.

The purpose of the book project is to create a broad and deep understanding of the
phenomenon by presenting a collection of different viewpoints from various con-
texts illustrating real-life empirical cases and studies. The idea behind this book
stems from the heated debates and notable gaps in our understanding of diaspora
networks and the perceptions that shift from a dichotomist superpower rebooting the
homeland economy to the evil organization for transnational crime. There are more
nuances and subtle mechanisms than many debates consider, thus it makes sense
taking a closer look. We address the call for interdisciplinary and non-biased global
research by selecting a purposefully diverse and multifaceted team of authors who
can provide better insights that assist in making the puzzle more complete.

We have constructed six thematic parts in developing this co-edited work. Each
part provides a discussion on particular foci, level of interest, empirical phenomena
and theory development. It starts with this introduction and concludes with a
discussion:

Part -—An Overview to Diaspora Networks in International Business
Part II—Positive and Negative Economic Activities in Diaspora Networks
Part ITII—Diaspora and Socio-cultural Influences on Business

Part IV—Diaspora Entrepreneurship and International Business

Part V—Organization of Diaspora Capitals in International Business

Part VI—Governance of Diaspora Resources and Policy-Making

The book serves students and scholars, diaspora organizations, entrepreneurs and
managers, as well as policy makers, institutions and multi-national businesses by
presenting a multitude of approaches; from theoretical considerations to in-depth
case studies.

The following part of the chapter provides views on definitions and types of
diaspora. It introduces economic activities and behaviours, and the social and
economic mechanisms that are inherent in this phenomenon. Critical and analytical
discussions on the concept of diaspora are rarely presented and mainly focus on a
particular discipline or viewpoint, such as identity or acculturation (cf. Brubaker
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2005; Bhatia and Ram 2009). Therefore, the chapter brings up the distinction
between the economic vs. other perspectives on diasporas, suggesting that economic
integration, including entrepreneurial and business activities in addition to labour,
are central in the post-migration life for the majority of migrants. This side of the
migrant existence has often been out of focus, since the migrant-individual is
approached as a subject of policies and programs, and less as the carrier of economic
agency (cf. Baruch et al. 2016; Cranston 2017). The final section introduces the
chapters in each part and how they frame the phenomenon.

2 The Concept of Diaspora

The focus on diaspora and diaspora networks as a lens to address economic activity
and international business is timely and relevant. Previously, the concept of diaspora
resulting from international migration has remained more on the outskirts of studies
regarding international business and economy and has attracted more attention in other
fields, such as anthropological, cultural, ethnic and sociological studies. However, in
the contemporary world the magnitude of this phenomenon and the mobility turn are
making migration and diaspora existence the “new normal”. That is, part of the
mainstream and a significant challenge and contributor regarding the United Nations’
Sustainable Development Goals (cf. Faist 2013; World Bank 2016). The number of
international migrants worldwide—people residing in a country other than their
country of birth—was the highest ever recorded in 2015, having reached 244 million
while the migrant share of the world population represent about 3% (International
Organization for Migration 2015). Two particularities shaping the migratory and
diasporic formations appeared; first, the migration flows across developing countries
(South-South) grew compared to the flows from developing to developed countries
(South-North) and South-South migrants exceeded the number of South-North
migrants by 4.9 million in 2015; and second, the year 2015 experienced the highest
levels of recorded forced displacement globally since World War II (International
Organization for Migration 2015). In some settings, the size of the home population is
closely matched or outstripped by that of the diaspora population, with the latter
possessing network depth, strength and influence rivalling those of the home country
(Minto-Coy 2018). These developments, together with the expert estimations on
climate change impacts, illustrate that the phenomenon of migration and diaspora
formation is likely to expand and is not limited to free movers, sojourners, expatriates
or other subgroups. Instead, they trigger new layers for global mobility by shaping pull
and push forces (cf. Sheller and Urry 2006; Kultalahti et al. 2006).

For economy, the development of financial remittances, in 2015 estimated $581
billion, and social remittances represent significant resource flows that stem from
diasporas (International Organization for Migration 2015). In 2016, remittances
represented three times the volume of official global aid flows (World Bank 2016).
These flows contribute to national GDPs, provide funds for coping with natural
disasters, poverty relief and of course, for enterprise and entrepreneurship, among
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other important economic results (Riddle 2008; Minto-Coy 2011). As a result,
several actors and organizations have found diasporans and migrants as relevant
for international trade and economic development (e.g. UN, IOM, World Bank,
UNCTAD, see also Newland and Tanaka 2010). For example, one World Bank
study asks, “Is international migration an important issue for those concerned with
international trade and the balance of payments?” and replies “The unequivocal
answer ... is yes” (Russell and Teitelbaum 1992, p. 1). The study highlights three
reasons for this view: the magnitude of international human flows, the following
financial flows, and the fact that international migration is a factor for competitive
production of manufactures for trade- and is interestingly, central to international
trade in services (Russell and Teitelbaum 1992, p. 1). Experts, such as Usher (2005)
highlight diasporas as economic actors; that diasporas may engage via professional
networks, skill matching initiatives, community initiatives, foreign direct investment
and involvement in lobbying and advocacy. In several countries, the number of
migrant entrepreneurs is proportionally higher and in several cases these businesses
have proportionally more employees than local native entrepreneurs bringing an
interesting impact that is often neglected in popular debates (see more e.g. https:/
www.kfw.de/KfW-Group/Newsroom/Aktuelles/News/News-Details_337984.html
retrieved 25.9.2017).

Among other scholars, Kuznetsov (2006), Tung (2008), Riddle (2008) and
Brinkerhoff (2009, 2016) have illustrated how migrant resources and capitals influ-
ence innovation, competitiveness, economic and institutional development. Addi-
tionally, there are other streams of research that also support the importance of these
views, for example, in network research’ (cf. Chen and Tan 2009). Thus, the
selection of this rather diffuse and holistic viewpoint to international business and
economy is grounded on pragmatic concerns and the book is designed to offer a
polymorphic presentation of the phenomenon (cf. Cohen 2008; Sonderegger and
Taube 2010; Rana and Elo 2017). In the following section, we review the debated
concept of diaspora and facilitate the inclusive discussion of it and its applications
(cf. Dahinden 2016; Cranston 2017). We underline that the majority of these
discussions come from disciplines other than international business; still, they are
valuable in explaining how the concept of diaspora can differ across approaches,
hence broadening understanding.

Conceptual discussion on diaspora, just like transnationalism, goes on. The term
diaspora is debated across disciplines, its meanings, conceptual boundaries and
defining elements shift from one perspective to another (e.g. Brubaker 2005; Cohen
2008; Brinkerhoff 2009; Riddle et al. 2010). Migration, history, sociology, ethnol-
ogy, anthropology, cultural and racial studies, even entrepreneurship studies have
addressed diaspora and its dynamics (e.g. Lie 1995; To6lolyan 1996; Faist 2000;
Sheller and Urry 2006; Cohen 2008; Riddle and Brinkerhoff 2011; Minto-Coy

'Due to limited space, we exclude the larger discussion and comparison of the findings from
different disciplines and research streams here, but suggest that a cross-disciplinary review is
particularly necessary for this topic. The chapters provide food for thought on these aspects.
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2016), but are not the only disciplines that address the phenomenon, even medicine
and pandemiology are interested in the dispersion processes and speed of diffusion in
diaspora (cf. Schenk et al. 2006). Economists, together with other scholars, tend to
address factors of productions, such as labour, capital, land and entrepreneurship and
emphasize macro-level elements including economic indicators (cf. Hatton and
Williamson 2005; Tung 2008, see also Heikkild 2017). Here diaspora is often
perceived as a factor of production or part of the competitiveness of a nation state,
not only for its role as labour but also as a source of capital, resources and entrepre-
neurship. While in globalization debates, diasporas are results of migration, in a way
they are indicators of dynamics between countries and locations, but also emerging
global players (cf. Yeung and Lin 2003; Morrison 2006; Cohen 2008; Newland and
Tanaka 2010). In international entrepreneurship, diasporas are mainly approached
rather implicitly, through their international and transnational entrepreneurial activ-
ities (cf. Jones et al. 2011; Dana 2004; Elo 2016), while in ethnic and immigrant
entrepreneurship the role and context of diasporas are more explicit and central
(cf. Zhou 2004; Dana 2007; Chand and Ghorbani 2011). In international trade and
investments, the role of diasporans has been acknowledged (e.g. Kotabe et al. 2013;
Schotter and Abdelzaher 2013; Elo and Riddle 2016), but remains of fragmented
attention and has not been systematically investigated except in development eco-
nomics (e.g. Gillespie et al. 1999; Riddle 2008; Nielsen and Riddle 2009).

This plurality of theoretical views implies a landscape of different definitions.
Indeed, diaspora is a term that does not have one definition; it has many
(cf. Brubaker 2005). Some definitions build strongly on other definitions while many
contradict other definitions, especially regarding aspects such as return intensions and
elements of belongingness as spatio-temporal constellations and contexts vary.
Tololyan (1996, p. 3) addresses the conceptual evolution debate as follows: “Even as
migration, the re-configuration of ethnicity, transnationalism and globalization have
increased the number of social formations that might sensibly be described as diasporas,
rapid and major changes in discourse have both responded to and reciprocally shaped
the impulse to re-name various forms of dispersion to attribute new ‘“diasporic”
meanings and values to them”. As Cohen (2008) points out, there are four phases of
diaspora studies and respective approaches to addressing the concept. The first, the
Diaspora with capital D and singular form was mainly confined to the Jewish Diaspora
and was later enlarged to incorporate other traumatized and victim diasporas (Cohen
2008, p. 1). The second phase broadened the use of the concept further employing a
more metaphoric designation that describes different categories of people including
expatriates, expellees, political refugees, alien residents, immigrants and ethnic and
racial minorities (see Cohen 2008; Safran 1991, see also Schnapper and Davis 1999). In
the third phase, the social constructionist theorists and postmodernist views influenced
the debates and re-conceptualization of the two major diaspora elements, homeland and
ethnic/religious community, towards more deterritorialized and constructed elements
that are shaped by complexity, but in a contextualized, flexible and situational manner
(Cohen 2008). In the fourth phase, Cohen (2008, p. 2) suggests that the “current phase
of consolidation set in” and highlights a danger of emptying the notion of diaspora of
much of its analytical and descriptive power. Indeed, in disciplines that adopt terms
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from other more distant disciplines the danger of terminological mis-conceptualization
or displacement is a viable concermn and the consolidation of concepts requires addi-
tional attention. Therefore, it is sensible to address some of the diaspora terms that are
employed in the context of entrepreneurship, business and economy.

The business related disciplines have their own framings that might differ from
those in other disciplines making it important to understand the difference. The
concept of diaspora is addressed from a more resource-oriented angle in the inter-
national context. In the seminal Special Issue of the Journal of International
Management (Kotabe et al. 2013, p. 3) the phenomenon of diaspora is seen as
“groups of emigrants who leave their countries of origin for a prolonged period of
time but still demonstrate a strong link with their migration history and a sense of
co-ethnicity with other of a similar background”. Importantly, this does not conflict
with other views: “Diasporans are migrants who settle in some places, move on, and
regroup; they may also be dispersed; and they are in a continuous state of formation
and reformation” (Cohen 2008, p. 142). Transnationalism and mobility views
highlight other notions of the concept (e.g. Faist 2000, 2013). Brubaker (2005,
p- 1) discusses the concept diaspora and proposes, “to treat diaspora not as a bounded
entity but as an idiom, stance and claim”. On the side of entrepreneurial involve-
ment, Riddle et al. (2010) perceive transnational diaspora entrepreneurs as “‘migrants
and their descendants who establish entrepreneurial activities that span the national
business environments of their countries of origin and countries of residence”.
Riddle and Brinkerhoff (2011, p. 670) suggest, “diasporans who establish new
ventures in their countries of origin comprise a special case of international ethnic
entrepreneurship”. Diasporas as social formations consist of individuals, also
referred to as members or diasporans. Diasporan and diaspora are thus two different
terms, particularly, in terms of the level of analysis. We point out that diaspora is not
some static post-migration social network, instead, it involves a multitude of actor
types, agencies and contexts. Following the embedded view, we suggest that dias-
pora is a phenomenon that transcends across the individual and the setting beyond
physical migrations, providing numerous alternatives and implications for
approaches that incorporate these dimensions in research.

3 Framing Diaspora and Diaspora Networks
in International Business

There is an increasing demand to examine diaspora and diaspora networks in
international business with wider lenses; theoretically, methodologically and onto-
logically, particularly regarding their status and role in society, investment, business
and entrepreneurship (cf. Chen and Tan 2009; Dahinden 2016; Carsrud et al. 2014;
Cranston 2017). Since these lenses, i.e. framings, produce research results that
mostly live within certain disciplinary traditions, even silos, the book is designed
to provide an inter-and multidisciplinary, multi-voice collection of views and
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findings that assist in contesting rigid approaches and facilitate future research. The
approach is intentional, since innovation and progress lies not so much in silos, but
within multi- even trans-disciplinary approaches. Thus, the different parts of the
book purposefully present diverse theoretical viewpoints, empirical studies, and
geographical, social, cultural and political settings. These may engender critical
reflection and trigger alternative and novel ideas for future approaches.

Naturally, we acknowledge that one book can only provide fragments of under-
standing and each chapter is a subject to its own limitations and framings. Still, each
chapter is a piece of the puzzle, and we believe that there is lot of room for improving
the big picture of these mechanisms and forces, for developing grand theories and
novel research. Thus, these chapters are valuable contributions in this direction,
helping to advance the body of knowledge by providing more holistic understandings,
and broadening of the theory discussion. Further, the chapters present relevant and
interesting entrepreneurial, managerial and policy-making implications that are useful
for scholars and policy makers, and to diaspora organizations and economic actors.

Part [—An Overview to Diaspora Networks in International Business addresses
central concerns. Therefore, the contributions of this book start by addressing the overall
place and mechanism of diaspora networks. Elie Chrysostome and Jean-Marie
Nkongolo-Bakenda review and examine the interlinkage of diaspora and international
business with the emphasis on the context of homeland. They underline the importance
of diaspora entrepreneurs in economic and other homeland development and explain
why these entrepreneurs do not follow the Uppsala model in internationalization. Julie
Emontspool and Per Servais provide the opposite perspective and investigate the
entrepreneurial learning processes and new venture creation in a host country context.
They highlight the differences of the entrepreneur-firm level between local and incoming
entrepreneurs regarding learning. In the next chapter, a migratory model is presented.
Dillon Alleyne and Ikhalfani Solan address the migratory framing that enables the
resource employment of highly skilled migrants in economic development in the context
of the Caribbean. They propose a model that explains the mechanism from the perspec-
tive of the receiving context and suggest that the conditions and the earnings function are
central in triggering migrant flows. Finally, Manuel Orozco and Julia Yansura address
diaspora trade from the perspective of nostalgia trade and migrant economic transna-
tionalism. They illustrate the trade mechanisms and provide the examples of Salvadorian
and Albanian diasporas and their nostalgia market creations in the USA.

Part II—Positive and Negative Economic Activities in Diaspora Networks
takes the flows of migrants and the activity-implications under examination. Sylvia
Garcia Delahaye and Gabriella Tejada investigate a specific case of Tunisian dias-
pora in Switzerland and show how these migrants act transnationally to benefit
Tunisia by internationalization, accumulating skills and networks, capacity building
and by acting as motivated investors and developers, despite their constraints. Rondy
da Silva provides another positive example of transnational impact in a post-conflict
context of Sri Lanka. She examines how transnational entrepreneurs, returnee
potential and business development are intertwined in leveraging the “peace divi-
dend” of Sri Lanka and in improving the local economy. Susana Costa e Silva and
Vilmante Kumpikaite-Valitiniene continue with the study of the migration dynamics
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in the context of Portugal and address the human resources on the move. They
examine the reasons and dynamics that are rather one-sided, further, they explain
why and how Portugal suffers from a brain drain and the receiving countries benefit
from Portuguese skills employed there. In the next chapter, Vilmant¢ Kumpikait-
¢-Valitiniene presents the extreme case of Lithuania and studies the push-pull factors
in four different receiving country contexts, the UK, Norway, Germany and Ireland.
She shows a case of a post-Soviet economy where transformation has resulted in a
nation bleeding of human capital, illustrating how the situation is leading to dramatic
demographic and economic challenges that require “prevention and heeling” by new
policies. The pull effects of migration and diaspora are not limited to regular and
legal business as the next chapter points out. Arla Juntunen addresses the negative
side of economic activity, taking the lens of criminality, counterfeit and trafficking in
the diasporic context. This chapter advocates for new conceptual tools for an
improved understanding of the motivation and mechanisms also addressing the
dual and transnational context. She proposes two frameworks for analysis of these
negative implications.

In Part III—Diaspora and Socio-Cultural Influences on Business the focus turns
to the soft and implicit dimensions of diaspora and diaspora business. Leo-Paul Dana,
Markku Virtanen and Wilhelm Barner-Rasmussen start the discussion revisiting the
way minorities are approached as disadvantaged groups and addressing the context and
social capital of minorities. They provide novel perspectives analysing the Swedish-
speaking population of Finland that shake the idea of a minority, and provide evidence
on additional minority assets for international business and entrepreneurial activity.
Luis Zarate-Montero and Rosalina Torres-Ortega continue with the concept of social
capital that enables and fosters internationalization. They present four case studies of
Costa Rican software firms that employ diaspora resources to enter the US market and
find that these international new ventures were able to benefit from more inexpensive
modes of entry and bridge social capital for better performance. In the next chapter, Ye
Liu and Thomas Schgtt take a novel approach in addressing the well-being of diaspora
and transnational entrepreneurs. They examine the outcomes of diasporic networking
and exporting in relation to the life-satisfaction of entrepreneurs. Their findings illus-
trate that diasporic entrepreneurs enjoy a higher life-satisfaction than native entrepre-
neurs, especially in the first generation, suggesting that diasporans are more involved in
networking and exporting—which increases well-being. From this embeddedness, in
the next chapter Sanya Ojo goes to other explanatory concepts and investigates culture
and multiculturalism as factors influencing diaspora entrepreneurship. He focuses on
the cultural dynamics of black African groups, in particular Nigerians, and ethnic
events on the formation of entrepreneurial activity and markets versus job creation
and suggests that there are cultural constraints and lack of bridging trust that should link
diverse groups together for better opportunities. In total, the phenomenon is more
diverse than generally supposed and necessitate attention on the inclusiveness of
agendas. Finally, Sonya Sahradyan and Maria Elo turn attention to the other sides of
culture, to the linguistic resources and organization of diaspora institutions that assist
and promote diaspora resources and interaction. Linguistics and communication of the
Armenian diaspora in Finland provide a source of complication as the Armenian
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diaspora per se is subject to “superdiversity” and thus uses multilingual repertoires in
both offline and online settings. They contradict the idea of cohesive diaspora with a
common language and illustrate how diaspora organizations develop ways to cope with
the complexity.

Part IV—Diaspora Entrepreneurship and International Business focuses on
the theories explaining diaspora entrepreneurship, its leadership, and presents experi-
ences of diaspora entrepreneurs abroad. Jorg Freiling starts by questioning what
management and organization theory offer to the concepts of leadership for diaspora
entrepreneurs. He discusses and questions the validity of the established constructs in
these different settings and points out the need to address both content and context. The
author finds that three leadership concepts, effectuation, bricolage and strategic real
option thinking consider directly the specific nature of diaspora entrepreneurs. He
suggests that the debate on the particularity of diaspora entrepreneurship should shift
from ‘either-or’ to ‘as well as’ thinking and proposes the difference per se as a challenge
to future research. In the next chapter, Jan Brzozowski focuses on the very pragmatic
concern of economic integration of migrants by investigating how diaspora entrepre-
neurship of diverse cohorts of immigrants facilitates their economic integration. He
examines 200 immigrants from culturally distant origins with entrepreneurial activities
in Southern Poland and their transnational activity. The findings illustrate that their
entrepreneurial activities contribute to their economic integration, and the study pre-
sents a multi-layered view on their transnationalism and related dynamism pointing out
the need for suitable policies to leverage the potential. After Poland as the host context,
the next chapter by Satu Aaltonen and Elisa Akola takes a look at Finland as the host
context for an immigrant entrepreneur from Estonia, the neighbouring country. This
chapter presents a case of notable ethnic similarity that despite the proximity reveals
several liabilities. Trust building and bridging social capital are found to be helpful in
coping with the lack of business opportunities. Cdlin Gurdu, Erez Katz Volovelsky and
Leo-Paul Dana advance the understanding of the mobility dimension and the inten-
tionality in migrant entrepreneurship. They present a view of sojourning entrepreneur-
ship with the example of an Israeli entrepreneur in China who shifts and evolves
professionally to a successful entrepreneur in a distant host context setting up new
ventures. Beyond the concept of sojourning entrepreneurs, they also address trust of the
expat-preneurs and the transnational parts of life that connect the entrepreneur to the
country of origin highlighting how this type of choice form a novel type of an
international career. The case points out limitations regarding the matching on previous
framings of migrant entrepreneurs. Finally, Aki Harima presents three similarly unusual
cases of Japanese entrepreneurs who migrate from more favourable economic and
political conditions of Japan to less favourable conditions in emerging countries, such
as Argentina, Philippines and Guatemala. She examines and compares their motiva-
tions and resources and the role of ethnic-diasporic resources that they employ in their
businesses. Here she illustrates an idiosyncratic manner of resource utilization also in
terms of diaspora networks and markets, and finds various motivations and business
models including social motivation for entrepreneurship.

Part V—Organization of Diaspora Capitals in International Business
addresses how diaspora capital happens, how financial decisions, investments,
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technology, knowledge and markets are approached for international business and
the ways and tools for accomplishing this. The part starts with a view on the
influence of diaspora on cross-border M&As. Not only may diasporans invest in
their homeland, but their networks may have broader meanings for the investment
landscape in the corporate world. William Y. Degbey and Kimberly M. Ellis take
African M&As under scrutiny and build a model and testable propositions. They
draw on the extant research and propose that diaspora’s time spent outside Africa,
tribal ties with government and management, as well as, shared colonial heritage
moderate the effects of diaspora networks on the post-M&A performance. The next
chapter by Daniela Bolzani dives into the intentions to internationalize in 140 new
technology-based firms. She examines behaviour and decision-making, comparing
immigrant and non-immigrant entrepreneurs in the Italian outward context. She
approaches the cognitive determinants of entrepreneurs’ intentions to international-
ize, in particular their perceptions of the feasibility and desirability of international
opportunities. Her study finds that indeed there are differences. Namely, foreign-
born entrepreneurs have a stronger belief in the feasibility of internationalization
than native entrepreneurs and they also perceive the external support lower. Both
groups find internationalization as desirable. Another comparative study by Alberta
Andreotti and Giacomo Solano continues by investigating the use of new technol-
ogies in migrant and transnational entrepreneurship of Moroccan entrepreneurs in
two different host contexts, Amsterdam, the Netherlands, and Milan, Italy. The role
of ICT is found to be particularly significant for migrants with transnational busi-
nesses as ICT makes operations easier, reduce costs and time gaps, and foster
communication. They found the facilitating role of ICT in communication to differ
according to purpose. Further, the study suggests that despite ICTs transnational
entrepreneurs still need constant physical mobility to nurture their business relations.
In the next chapter, Alan Discua Cruz and Pedro Marcial Cerrato Sabillon explain
how diasporic success is related to business relations and networks and how in these
networks knowledge and information is transferred and used. They presents
Honduras Global, a diaspora knowledge network that brings together diverse talent,
human resources and capital for development and prosperity generation. The study
examines the types of knowledge transfers around entrepreneurship and interna-
tional business. The key dimensions found are inclusive membership, relationship
development and international coordination. The final chapter of this part brings
tourism as a form of international business into the focus. Hugues Séraphin
addresses diaspora as a marketing target for tourism and discusses instruments for
attracting inward diaspora tourism. Destination marketing and gamification are
concepts that can be applied for such marketing and he discusses their implementa-
tion and role in visual online learning materials that target the Haitian diaspora, in
particular the “new generation”. Thus, this chapter addresses the challenges not only
of diaspora tourism, but also of the descendants that do not necessarily have the
emotional and historical bond that could be activated, contrary to the case of
nostalgia products. He suggests that the descendants require updated approaches,
for example, apps and multimedia instruments for experiencing and initiating the
heritage awareness and value that is lacking.
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Part VI—Governance of Diaspora Resources and Policy-Making is the last
part of the book and emphasizing the organization of resources, institutions in which
the resources are employed, remittance dynamics, industry-diaspora settings and
diaspora organizations. Imelda M. Nicolas and Joanna Lyn S. Rodriguez open the
discussion by addressing diaspora resources and diaspora engagement. They analyse
and discuss the overseas diaspora of the Philippines and the respective policies and
initiatives that foster the contribution of diaspora towards the homeland. This chapter
presents policies and programs and provides an example of a theoretically interesting
sending country of human capital and how it copes with the challenges of resource
inflows and economic development. The next chapter by Mohammad B. Rana and
Foujia Sultana Nipa take the institutional settings under investigation and present
seven cases of Bangladeshi diaspora entrepreneurs in Denmark. They analyse the
difficulties that relate to the distant institutional context from state roles to socio-
cultural aspects, language and mind-set. They study the cases and construct a “House
Model” that addresses the motivation, venture creation and management and the
impact of institutional context on entrepreneurial behaviour. They find, for example,
that sports can form an instrumental institution for socializing among other dimen-
sions for opportunity development. Iris Kolesa also traces diaspora engagement and
institutions; she explores emigration from eight West Balkan countries and the impact
of these migrations on the region. Her study illustrates positive aspects such as
foreign direct investment, remittances and migrant entrepreneurship, but underlines
the limited impact due to incomplete transitions and privatization in several countries
in the region, poor institutional and legislative frameworks, inadequate infrastructure,
political instability, unwelcoming communities and unfavourable business context.
The next chapter by Diasmer Panna Bloe and Stella Opoku-Owusu provides a unique
view to diaspora capital and the organizations working as intermediates in organiz-
ing, coordinating and developing diaspora capital and networks. They present and
analyse a landscape of diaspora investment patterns, platforms, and networks in the
UK that are linked with Sub-Saharan African diasporas. They discuss seven organi-
zations and then propose frameworks for understanding diaspora investment and
decision-making. Further, they highlight the importance of intrapreneurship in devel-
oping impactful investments as they find that there is an overemphasis of expectations
on altruistic motivation. The last chapter by Marianthe Stavridou narrates a link
between local industry and Tibetan diaspora in Switzerland and how it evolved
over time. She provides an example of real-life societal-industrial interaction with a
complex landscape of actors and diverse interests on different levels from political to
religious. The author shows how a small village embeds incoming Tibetan refugees
as human capital and how this intertwined local evolution of the economy and society
takes place. She discusses human rights and ethics and concludes that a proactive,
flexible and entrepreneurial approach may foster corporate and societal resilience,
advance society to cope better with challenges and points out the need for shared
common values in this process.

Finally, in the last section of the book we conclude the discussion with remarks
reflecting theories, findings and contributions of the book and discuss future research
needs and agendas.
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If summarized, diasporans and diaspora networks prove to be relevant actors on
the macro-, meso-, and micro-level of economy and international business. They act
in numerous roles from human capital units and international entrepreneurs to
institutional change agents and aggregate development makers connecting diverse
contexts. Clearly, the role of migrants and diasporas has become central for devel-
opment and economy, a part of the new mainstream, that many initiatives are
addressing already (e.g. IOM-UNDP Joint Global Programme on Mainstreaming
Migration into Development Strategies; International Organization for Migration,
IOM 2010). Such mainstreaming has untapped potential also in broader sense.

References

Baruch Y, Altman Y, Tung RL (2016) Career mobility in a global era: advances in managing
expatriation and repatriation. Acad Manag Ann 10(1):841-889

Bhatia S, Ram A (2009) Theorizing identity in transnational and diaspora cultures: a critical
approach to acculturation. Int J Intercult Relat 33(2):140-149

Brinkerhoff JM (2009) Digital diasporas: identity and transnational engagement. Cambridge
University Press, New York

Brinkerhoff JM (2016) Institutional reform and diaspora entrepreneurs: the in-between advantage.
Oxford University Press, New York

Brubaker R (2005) The ‘diaspora’ diaspora. Ethn Racial Stud 28(1):1-19

Carsrud A, Briannback M, Harrison RT (2014) Research in entrepreneurship: an introduction to the
research challenges for the twenty-first century. In: Handbook of research methods and applications
in entrepreneurship and small business. Edward Elgar, Cheltenham, pp 1-9

Chand M, Ghorbani M (2011) National culture, networks and ethnic entrepreneurship: a comparison
of the Indian and Chinese immigrants in the US. Int Bus Rev 20(6):593-606

Chen W, Tan J (2009) Understanding transnational entrepreneurship through a network lens:
theoretical and methodological considerations. Entrep Theory Pract 2009:1079-1091

Cohen R (2008) Global diasporas: an introduction. Routledge, London

Cranston S (2017) Expatriate as a ‘Good’ migrant: thinking through skilled international migrant
categories. Popul Space Place 23(6):1-12

Dahinden J (2016) A plea for the ‘de-migranticization’ of research on migration and integration.
Ethn Racial Stud 39(13):2207-2225

Dana LP (ed) (2004) Handbook of research on international entrepreneurship. Edward Elgar,
Cheltenham

Dana LP (ed) (2007) Handbook of research on ethnic minority entrepreneurship: a co-evolutionary
view on resource management. Edward Elgar, Cheltenham

Elo M (2016) Typology of diaspora entrepreneurship: case studies in Uzbekistan. J Int Entrep 14
(1):121-155

Elo M, Riddle L (eds) (2016) Diaspora business. Inter-Disciplinary Press, Oxford

Faist T (2000) Transnationalization in international migration: implications for the study of
citizenship and culture. Ethn Racial Stud 23(2):189-222

Faist T (2013) The mobility turn: a new paradigm for the social sciences? Ethn Racial Stud 36
(11):1637-1646

Gillespie K, Riddle L, Sayre E, Sturges D (1999) Diaspora interest in homeland investment. J Int
Bus Stud 30(3):623-634

Hatton TJ, Williamson JG (2005) Global migration and the world economy. MIT Press, Cambridge,
MA, p 289



The Concept of Diaspora from the Perspective of International Business. . . 13

Heikkild E. (ed) (2017) Immigrants and the labour markets. Experiences from abroad and Finland.
Migration Institute of Finland, Turku. ISBN: 978-952-7167-39-7 (printed)

International Organization for Migration (2015) http://gmdac.iom.int/global-migration-trends-
factsheet retrieved 24.9.2017

International Organization for Migration (IOM) (2010) Mainstreaming migration into development
planning. A handbook for policy-makers and practitioners. International Organization for
Migration, Global Migration Group, Geneva

IOM-UNDP. Joint Programme on Mainstreaming Migration into Development Strategies. http:/www.
undp.org/content/iom-undp-migration/en/home.html. Accessed 26 Feb 2018

Jones MV, Coviello N, Tang YK (2011) International entrepreneurship research (1989-2009): a
domain ontology and thematic analysis. J Bus Ventur 26(6):632-659

Kotabe M, Riddle L, Sonderegger P, Tdaube FA (2013) Diaspora investment and entrepreneurship:
the role of people, their movements, and capital in the international economy. J Int Manag 19
(1):3-5

Kultalahti O, Karppi I, Rantala H (2006) Europe in flux, transitions and migration pressures.
Institute of Migration, Migration Studies C16, Turku

Kuznetsov Y (2006) Diaspora networks and the international migration of skills. World Bank
Institute, Washington, DC, pp 3-20

Lie J (1995) From international migration to transnational diaspora. Contemp Sociol 24(4):303-306

Minto-Coy ID (2011) Beyond remittancing: an investigation of the role of telecoms in facilitating
and extending the Diaspora’s contribution to the Caribbean. Can Foreign Policy J 17
(2):129-141

Minto-Coy ID (2016) Diaspora engagement for development in the Caribbean. In: Diasporas,
development and governance. Springer, New York, pp 121-139

Minto-Coy ID (2018) Marshalling transnational partners for Caribbean development: the role of the
Diaspora. In: Caribbean realities and endogenous sustainability. University of the West Indies
Press, Jamaica

Morrison J (2006) The international business environment, global and local marketplaces in a
changing world. Palgrave Macmillan, Basingstoke

Newland K, Tanaka H (2010) Mobilizing diaspora entrepreneurship for development. Migration
Policy Institute, Washington, DC

Nielsen TM, Riddle L (2009) Investing in peace: the motivational dynamics of diaspora investment
in post-conflict economies. J Bus Ethics 89:435-448

Rana MB, Elo M (2017) Transnational diaspora and civil society actors driving MNE
internationalisation: the case of Grameenphone in Bangladesh. J Int Manag 23(1):87-106

Riddle L (2008) Diasporas: exploring their development potential. ESR Rev 10(2):28

Riddle L, Brinkerhoff J (2011) Diaspora entrepreneurs as institutional change agents: the case of
Thamel.com. Int Bus Rev 20(6):670-680

Riddle L, Hrivnak GA, Nielsen TM (2010) Transnational diaspora entrepreneurship in emerging
markets: bridging institutional divides. J Int Manag 16(4):398—411

Russell SS, Teitelbaum MS (1992) International migration and international trade. World Bank,
Washington, DC

Safran W (1991) Diasporas in modern societies: myths of homeland and return. Diaspora 1
(1):83-99

Sahoo S, Pattanaik BK (eds) (2013) Global diasporas and development: socioeconomic, cultural,
and policy perspectives. Springer, New Delhi

Schenk L, Bau AM, Borde T, Butler J, Lampert T, Neuhauser H (2006) A basic set of indicators for
mapping migrant status. Recommendations for epidemiological practice. Bundesgesundheitsblatt,
Gesundheitsforschung, Gesundheitsschutz 49(9):853-860

Schnapper D, Davis DL (1999) From the nation-state to the transnational world: on the meaning and
usefulness of diaspora as a concept. Diaspora 8(3):225-254


http://gmdac.iom.int/global-migration-trends-factsheet%20retrieved%2024.9.2017
http://gmdac.iom.int/global-migration-trends-factsheet%20retrieved%2024.9.2017
http://www.undp.org/content/iom-undp-migration/en/home.html
http://www.undp.org/content/iom-undp-migration/en/home.html

14 M. Elo and I. Minto-Coy

Schotter A, Abdelzaher D (2013) The boundary spanning effects of the Muslim diaspora on the
internationalization processes of firms from organization of Islamic conference countries. J Int
Manag 19(1):82-98

Sheller M, Urry J (2006) The new mobilities paradigm. Environ Plan A 38(2):207-226

Sonderegger P, Tdube F (2010) Cluster life cycle and diaspora effects: evidence from the Indian IT
cluster in Bangalore. J Int Manag 16(4):383-397

Tololyan K (1996) Rethinking diaspora(s): stateless power in the transnational moment. Diaspora 5
(1):3-36

Tsolidis G (ed) (2013) Migration, diaspora and identity: cross-national experiences, vol 6. Springer,
New York

Tung RL (2008) Brain circulation, diaspora, and international competitiveness. Eur Manag J 26
(5):298-304

Usher E (2005) The evolving role of diasporas. Refug Surv Q 24(4):47-49

World Bank (2016) Migration and remittances factbook 2016, 3rd edn. International Bank for
Reconstruction and Development. The World Bank, Washington, DC

Yeung HWC, Lin GC (2003) Theorizing economic geographies of Asia. Econ Geogr 79
(2):107-128

Zhou M (2004) Revisiting ethnic entrepreneurship: convergencies, controversies, and conceptual
advancements. Int Migr Rev 38(3):1040-1074



Part 1
An Overview to Diaspora Networks
in International Business



Diaspora and International Business )
in the Homeland: From Impact Crechae
of Remittances to Determinants

of Entrepreneurship and Research Agenda

Elie Chrysostome and Jean-Marie Nkongolo-Bakenda

Abstract Migrations and international business have always been part of human
history for many centuries. Migrations have continued today for various reasons
including wars, but most importantly poverty. However, with the changing nature of
the global economy and the development of technologies, the migration and inter-
national business has allowed a new category of migrants characterized by their
socio-cultural embeddedness and engagement in at least two environments. Although
this phenomenon called “brain drain” can be very bad for developing countries, as it
stifles the effort of economic development of these countries by empting them of their
skilled workforce and intellectual elites, it can also have a positive impact on the
economies of developing countries and achieve what has been called “brain gain”.
Although previous studies have helped for a better understanding of diaspora impact
on home country in the areas such as poverty alleviation through remittances,
entrepreneurship, and institutional transformation and innovation, several important
issues related to diaspora still need the attention of researchers. The purpose of this
research is to address some of these issues. So the research analyzes the determinants
and challenges of diaspora entrepreneurship, the relevance and the limits of the
concept of liability of foreignness in diaspora entrepreneurship. It also discusses the
particularities of the performance of diaspora entrepreneurs and limits of the existing
international business theories to explain diaspora entrepreneurship.
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1 Introduction

Migrations and international business have always been part of human history for
many centuries. It was among others the case of the migrations related to silk
international trade that started at least at the second century B.C. and for many
centuries between the Mediterranean World and China through Europe and that is
known as “Silk Road” (Foltz 2013; Mark 2014). It was also the case of migrations
related to the international trade of Venetian and other Italian merchants of Pise and
Genes that took place in middle age between the current Italy and the South of
Mediterranean Sea and beyond (Jacoby 1999). Migrations have continued today for
various reasons including wars, but most importantly poverty. However, with the
changing nature of the global economy and the development of technologies, the
migration and international business has allowed a new category of migrants char-
acterized by their socio-cultural embeddedness and engagement in at least two envi-
ronments where they “maintain critical global relations that enhance their ability to
creatively, dynamically, and logistically maximize their resource base” (Drori et al.
2009: 1001). It is still probable that this phenomenon is still accompanied by the
movement of many highly skilled workers leaving their developing home countries
in the search of better living standards in developed countries. According to Eckstein
(2013a: XIII), many of today’s immigrants who live in the so-called Global North,
the rich countries, come from the Global South, the poor countries of Africa, Latin
America, Asia, the Middle East, and North Africa”. Although this phenomenon
called “brain drain” can be very bad for developing countries, as it stifles the effort
of economic development of these countries by empting them of their skilled
workforce and intellectual elites, it can also have a positive impact on the economies
of developing countries and achieve what has been called “brain gain” (Tung and
Lazarova 2007; Rahman 2010; Beine et al. 2011).

In fact, many diaspora members—immigrants who left their home countries to
settle in developed countries—are concerned about the economic disadvantage of
their developing home countries and have been involved in various initiatives to
alleviate poverty and promote international business and economic development in
these countries. The impact of such involvement in the homeland economic devel-
opment has been recognized by many experts, international institutions of develop-
ment and governments of developing countries that have considered it as an
important tool of economic development (Merz et al. 2007; Brinkerhoff 2008a,
2016; Newland 2010; Eckstein and Najam 2013; Sahoo and Pattanaik 2014). Some
of the very successful cases of diaspora involvement in the development of home
country are the cases of South Korea, India and China (Saxenian 2005). In fact, in
years 1970, the involvement of Korean diaspora—settled in the United States—in
their home country development with the support of South Korea government has
resulted in a sustainable international trade between the US and South Korea, an
international trade that has significantly contributed to the economic transformation
that has propelled South Korea to its current status of one of the important global
economic players (Kim 1983; Chin et al. 1996; Lee 2005). A similar economic
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transformation has been observed recently with the Chinese diaspora (Bolt 1996;
Lever-Tracy et al. 1996; Smart and Hsu 2007) and Indian diaspora (Singh 2012;
Hercog and Siegel 2013). Today, the positive contributions of diaspora involvement
to their developing countries are largely recognized (Eckstein 2013a). The amount of
diaspora remittances to some developing countries has exceeded the amount of the
international assistance for development or investment by multinational companies
(Eckstein 2013b). As mentioned earlier, more and more researchers have focused
their works on diaspora involvement in homeland development. For example, Gil-
lespie et al. (1999), Riddle (2008a, b), Riddle et al. (2008), Eckstein and Najam
(2013); and Elo and Riddle (2016) studied the role of diaspora in the investments and
development of the homeland. Nkongolo and Chrysostome (2013) studied the deter-
minants of diaspora entrepreneurship in developing countries. In Eckstein and Najam
(2013), different authors examined how developing countries from different parts of
the world are affected positively or negatively by the exodus of their people in
different areas such as in their macro-economic, social, and cultural aspects.
Chrysostome (2014) Newland and Tanaka (2010) and Minto-Coy (2016) studied
how diaspora entrepreneurship can positively affect the development of the home
country. Elo (2015, 2016) also analyzed among others the influence of diaspora
networks on international business in the home country and proposed a typology of
diaspora entrepreneurship. Brinkerhoff (2016) examined the advantage of diasporas
to promote institutional reforms in their countries of origin.

The works of these researchers have helped for a better understanding of diaspora
impact on home country in the areas such as poverty alleviation through remittances,
entrepreneurship, and institutional transformation and innovation. However, there are
several important issues that have not been addressed or deepened yet. For example,
the positive and negative impacts of immigrants on home and host countries are now
well documented, but little is known about how and under what conditions the
positive impacts of immigrants on the countries they left might be increased and
how the negative impacts could be avoided. The purpose of this research is, first, to
lean on extant studies and address some neglected aspects of these issues and, second,
to draw the attention of researchers on several other issues that deserve their attention.
Therefore, in addition to this introduction, the first section of the research focuses on
diaspora remittances and its impact on the home country development and the second
section focuses on the determinants and challenges of diaspora entrepreneurship. The
third and fourth sections respectively discuss the liability of foreignness in diaspora
entrepreneurship and the particularities of performance of diaspora entrepreneurs.
The fifth section analyzes the limits of existing theories to explain diaspora entre-
preneurship and the sixth section points out some important unexplored topics that
deserve the attention of researchers.
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2 Diaspora Flows of Remittances and Their Impact
on the Home Country Development

The term diaspora refers to the migrants or their descendants who maintain a rela-
tionships with their home countries (Safran 1991; Gillespie et al. 1999; Riddle et al.
2008; Riddle and Brinkerhoff 2011). As such, it’s not all the immigrants settled in
foreign countries that can be considered as diasporans. The immigrants who have not
kept relationships with their home country or have interrupted them are not
diasporans. Also the immigrants who have returned to their home country to settle
and who are referred to in general as immigrant returnees cannot be considered as
diasporans (Drori et al. 2009).

For various reasons including poverty, political unrest, search of better living
conditions, globalization, the number of diasporans in the world has greatly
increased for the last few decades (Eckstein 2013a, b). In particular, the increase
of the number of diaspora members from developing countries living in developed
countries has been very significant. For instance, the number of Sub-Saharan African
diasporans is estimated at 16 million of which more than 10 million live in Western
countries and outside Africa (Kaba 2011). The number of diasporan from Caricom
region is estimated at eight million in 2013, compared to four million in 2002
(Minto-Coy 2016). Also, it’s believed that 12.8 million of Asia immigrants live in
the USA in 2014 compared to 460,000 in 1960 and representing approximately 30%
of immigrants living in the USA today (Zong and Batalova 2016). These facts speak
by themselves, but most importantly point out the great potential of the contribution
of diaporans to the development of their home countries.

Many experts have explored the important role that diasporans can play in the
development of their home countries and have come to the conclusion that the
governments of developing nations which are the home countries of many diasporans
as well as the governments of their host countries, the developed nations in general,
and international institutions of development should give a special attention to
diasporans in order to harness their resources to the development effort of their
home countries (Newland 2010). The phenomenon of diaspora as result of migrations
that was called brain drain and considered as very bad for the development of home
countries, in particular developing nations, has changed into another phenomenon
called brain gain or brain circulation which is considered as good for the develop-
ment of the home countries (Saxenian 2005; Wescott and Brinkerhoff 2006;
Benedict and Ukpere 2012; Kamoche 2011).

In fact, there are various economic and non-economic benefits of diasporans
involvement in their home country including remittances, skills and technology
transfer, promoting entrepreneurship and creating SMEs and new jobs, stimulation
of international trade, promoting democracy and good governance, community
development. Many scholars have particularly stressed the importance of remittances
(Vaaler 2011). Some of them suggested that the amount of diaspora remittances to
developing countries has been more than the double of amount of foreign inter-
national assistance for development (Riddle 2008a; Gayle et al. 2013). In fact, the
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amount of global remittances including those to high income country was estimated at
$581.6 Billion in 2015 compared to $592 Billion in 2014. From that amount, $431.6
Billion went to developing nations 2015 compared $430 Billion in 2014, a very slight
increase of 0.4% (World Bank 2015). The Latin America and Caribbean region
received $66.7 Billion in 2015 while the Middle East and North Africa and the
Sub-Saharan Africa received respectively $50.3 Billion and $35.2 Billion. For the
Asian continent, the amounts of remittances received in 2015 was $127 Billion for
East Asia and Pacific and $117.9 Billion for South Asia. Some experts consider these
numbers as significantly underestimated as they are only the results of formal
channels of money transfers and don’t include the remittances that used informal
channels of money transfers. For instance, Bodomo (2015) suggested that the amount
of remittances of African diasporans to Sub-Saharan Africa in 2015 was between
$120 Billion and $160 Billion, at least four times higher than the amount suggested by
the World Bank.

The diaspora remittances represent a significant percentage of the GDP of some
developing countries and have a critical impact on the social and economic condi-
tions of these countries. For instance, in 2014, the amount of remittances reached
52% of the GDP in Tajikistan, 31% in Kyrgyzistan, 25% in Nepal and Moldova and
was over 20% in Samoa, Lesotho, Armenia, Haiti and Liberia (World Bank 2016).
However, these numbers don’t mean that diaspora remittances translate automati-
cally in considerable changes to the economic development of the home countries.

Diaspora remittances can be productive or non-productive. If the remittances serve
to face the social and financial needs of diasporans loved ones in the home country,
they don’t result in productive activities and wealth creation although they contribute
to consumption and poverty alleviation in the home country. Also, if the remittances
serve to support political activities either in favor or against the home country govern-
ment they don’t directly generate any productive activities (Brinkerhoff 2008b;
Kapur 2007). In these cases, remittances represent a weak source of productive
investments (Nyberg-Sorensen et al. 2002; Mercer et al. 2008; Lin 2010). Some
scholars also suggest that remittances can have adverse effects on the economy of the
home country as they can be source of inflation (Kapur 2007) or create an economic
dependency (Lubambu 2014). Unlike non-productive remittances, productive remit-
tances can contribute to economic growth in the home country through productive
activities such as entrepreneurial activities which results in job and wealth creation,
development of international trade which may results in the improvement of the
balance sheet, attracting new technologies and managerial expertise, etc. For exam-
ple, in Morroco, the government has creatively used the banking system to transform
remittances into an instrument of development (Iskander 2013). It has also been
shown that remittances can contribute to improve the country’s creditworthiness and
access to capital markets (World Bank 2006).

The analysis just proposed above focuses on financial remittances, but the remit-
tances can be non-financial or non-economic. In fact, diaspora members can signifi-
cantly contribute to the development of their homeland through non-financial
remittances. Although the existing literature has remained very poor about the
importance of non-financial remittances, it has started to be a topic of interest for
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some scholars who use different terms such as non-economic remittances (Kshetri
et al. 2015) or social remittances (Levitt 1996; Levitt and Lamba-Nieves 2011;
Lacroix et al. 2016) to refer to them. Hence Eckstein and Najam (2013) have
dedicated some chapters of their edited book to the impact of immigrants on socio-
cultural values in the immigrant home countries. As well, Kshetri et al. (2015)
explored how the diaspora non-economic remittances can influence entrepreneurship
development in the home country. They proposed a typology of three major
non-economic remittances which are the followings: social remittances which refer
to ideas, behaviors, identities and social capital that flow from receiving to sending-
country communities (Levitt 1996). An example of social remittance that they
provided is the diaspora effort in promoting the image of their home country abroad.
Another example related to the diaspora involvement in various activities in the host
country with the purpose to promote: (i) corporate social responsibility in the home
country (See Forman et al. 2007); (ii) technical remittances which refer to the flow of
knowledge, skills and technology related to migrations (Nichols 2002); and (iii)
political remittances which refer to positive diaspora-induced changes in political
practices in the home country. Goldring (1992) and Moctezuma (2000) refer to these
non-financial impacts as migration-led transformation in political identities, dis-
courses and practices.

Kshetri et al. (2015) also suggested that the nature of the host country as well as
the diaspora’s general education, experience and skills and the measures taken by the
home country are the key determinants of the flows of non-economic remittances.
Minto-Coy (2011) focused on the Telecom-Mediated Diasporic Engagement
(TMDE) and explored the different ways in which telecoms can facilitate and
advance the relationships between Caribbean diaspora and the region. She stressed
the technology, skills and knowledge transfer resulting from such relationship.
Diaspora remittances can promote diaspora entrepreneurship.

3 Diaspora and Entrepreneurship in Developing Countries:
From Determinants of Success to Challenges

Diaspora entrepreneurship refers to the entrepreneurial initiatives undertaken by an
immigrant in his or her home country while residing in the host country. As such
diaspora entrepreneurship is not synonym of transnational entrepreneurship
(Sequeira et al. 2009) as a transnational entrepreneur doesn’t have to be a diaspora
member. The use of the term “transnational” for this category of entrepreneurs has
been discussed in Portes (2001) and Nkongolo-Bakenda and Chrysostome (2013).
Although this term can legitimately be used by scholars to stress the transnationalism
and socio-cultural embeddedness of these entrepreneurs in at least two nations, it
brings confusion with its meaning in international field where it represents a category
of multinationals different from global and multi-domestic categories on the basis of
organizational design, local responsiveness and interdependence among country
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divisions (Harzing 2000). Therefore some diaspora international enterprises, but not
all, might be transnational in the international business context. Furthermore, as
specified by Drori et al. (2009), diaspora international entrepreneurship should not
be confused with ethnic entrepreneurship, entrepreneurship of immigrant returnees
nor with international new ventures from which they differ either by their motives to
go in business, the location their activities and embeddedness in at least two nations,
or by their approach and domain of activities.

Several scholars studied recently various aspects of diaspora entrepreneurship.
Some of the aspects that they focused on are the characteristics and motivations of the
diaspora entrepreneur, the factors facilitating the beginning of diaspora entrepreneur-
ial activities or their success, and the impact of diaspora involvement in the develop-
ment of their home country (Nkongolo-Bakenda and Chrysostome 2013). For
instance Riddle and Brinkerhoff (2011) suggested that the institutional acculturation
of diasporans in their host country can help them to contribute to important insti-
tutional changes in their home country when they are involved in entrepreneurial
activities in that home country. Newland and Tanaka (2010) suggested that the
diasporans that are opportunity immigrant entrepreneurs are more likely to contribute
to the development of their home country if they are well organized and get the
support of their home country. They pointed out the challenges that diaspora entre-
preneurs face in general. In the same vein, Plaza and Ratha (2011) focused their study
on African diaspora and suggested that African diaspora investments can represent a
more stable source of funds for the development than other foreign funds because of
the diasporans familiarity with their home country. They insisted on various actions
that can be undertaken to encourage diaspora involvement—through investments and
transfer of skills and technology—in their home country, including dual citizenship,
active support of government institutions abroad, etc... Elo and Riddle (2016)
analyzed importance of diaspora investments in development of the home country
and proposed an analytical typology of diaspora investments. Moreover, Elo and
Volovelski (2016) explore the influence of religion on diaspora entrepreneurship.
Also Gillespie et al. (1999), Sequiera et al. (2009) and Nkongolo and Chrysostome
(2013) explored the determinants of diaspora entrepreneurship.

It’s very interesting to notice through these works that the profile diaspora
entrepreneur is not totally consistent with the usual profile of the traditional entre-
preneur mainly in search of profit. The factors influencing the emergence of diaspora
entrepreneurship go beyond the usual profit oriented factors known to favor entre-
preneurship. For instance, sometimes the motivations behind the entrepreneurial
initiatives of the diaspora entrepreneurs don’t reflect any economic rationality.
Altruism (Gillespie et al. 1999; Nielsen and Riddle 2009; Newland and Taylor
2010; Nkongolo and Chrysostome 2013) and in particular the diaspora’s feeling of
moral responsibility to contribute to the development of the home country, the need of
social recognition or the search to reconquer a social status lost after moving to a
foreign country (Sana 2005; Nkongolo and Chrysostome 2013), patriotism, the need
to be close to family (Lin and Tao 2012) are sometimes among the motivations of
entrepreneurial activities of the diaspora entrepreneur in the home country. Also the
receptivity of the home country and the host country governments through various
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specific programs targeting diaspora entrepreneurs can play an important role in the
emergence of the diaspora entrepreneurship in the home country (Nkongolo and
Chrysostome 2013). Another important factor playing a critical role in diaspora
entrepreneurship and often examined by scholars is the network of the diaspora
entrepreneur in the home and host country (Patel and Conklin 2010; Brzozowski
et al. 2017). It is surprising to notice that studies on the characteristics of diaspora
international entrepreneur (e.g., Lin and Tao 2012; Zolin and Schlosser 2013) have
limited their attention to demographic characteristics without examining the psycho-
logical dimensions while those interested to the motivations have focused often on the
search of profit. Also, very little attention has been given to strategies leading
diaspora international entrepreneurs to success. Yet, the choice of strategies and
actions to balance discrepancies between the dual environments have been consid-
ered as essential to the success of diaspora international entrepreneurship (Drori et al.
2009; Patel and Conklin 2010).

Some of the challenges that the diaspora entrepreneur faces in his or her develop-
ing home country are the following: (a) ethical challenges, namely endemic corrup-
tion (Mauro 1995; Sheifer and Vishny 1993), weak corporate social responsibility;
mistrust of the business environment (Chrysostome 2014); (b) administrative and
legal challenges, namely red tape (Guriev 2004; Ciccone and Papaioannou 2007) that
results in long delays in starting business, a situation that increases operations costs
and affects the competitiveness of the diaspora entrepreneur, tax uncertainty, cloudy
regulatory system, currency fluctuations, dysfunctional institutions, sparse informa-
tion, ineffective legal system and political instability (Anyaeche 2012), unreli-
able and ineffective judicial system (Gray 1997); (c) sociological challenges that
may take the form of interpersonal mistrust (Nun and Wantchekon 2010),
family encumbrance (Yang 2010), megalomania of the home country partner
(Mukenge 1974).

The phenomenon of diaspora entrepreneurship raises various issues that are still
subject of debates. Some of them are related to liability of foreignness, the per-
formance of diaspora entrepreneurs and the limits of some well-known theories to
explain diaspora entrepreneurship.

4 Liability of Foreignness and Diaspora Entrepreneurs

The liability of foreignness refers to the costs related to doing business in a foreign
country (Hymer 1976). It’s a concept that captured the attention of several
researchers who examined it from different angles (See Zaheer 1995; Zaheer and
Mosakowski 1997; Rugman and Verbeke 2004, 2007; Johanson and Vahlne 2009).
It’s believed that the diaspora entrepreneur doesn’t face the liability of foreignness
and has a great deal of networks in the home country while conducting entre-
preneurial activities in the home country. The argument justifying such position is
that the diaspora entrepreneur shares the culture of his or her home country and is aware
of the business environment and practices of the home country, and as such doesn’t
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have to face any psychic distance that will need social adjustments. But this view
suggests that the concept of diaspora is homogeneous and that all diaspora members
keep connection with their home country while residing in foreign countries.

The community of diasporas is heterogeneous with different groups with regard
to the reasons of immigration (refugee immigrants, economic immigrants, student
immigrants, investor immigrants etc.). With regard to their level of connection to the
home countries, we can group them in three categories depending on their level of
sensitivity to liability of foreignness in their home country: (i) the diaspora members
who keep a well nurtured connection with their home country through frequent visits
and continuous communication with their home country and who keep their culture
in the host country; (ii) the diaspora members who keep infrequent relationships with
their home country and (iii) the descendants of the diaspora members and the
diaspora members who start or resume relationships with their home country after
a long period of time. It’s accurate to think that the first category of diaspora
members don’t face a significant liability of foreignness when they are involved in
entrepreneurial activities in the home country. However, the diaspora members of
the second and the third categories face a significant liability of foreignness when
they are involved in entrepreneurial activities in their home country. Not keeping or
not having a continuous connection with their home country or resuming this
connection after many years posits the diaspora member as a foreign entrepreneur
when he or she starts a business in the home country. In particular, for the descen-
dants of diaspora members who never had in the past any serious relationships with
the home country of their parents, the short connection that they may establish with
this home country before starting business may not be enough to avoid them the
liability of foreignness. They may have a significant cultural myopia as they don’t
share to a great extent the values of the home country, do not understand the
mentalities of the home country and don’t speak the languages of the home country.
Therefore, they may need the same social adjustments that the usual foreign entre-
preneurs need to succeed in business in the home country.

As well, considering that diaspora international entrepreneurs have automatically
a great deal of networks in the home countries suggests that they keep and trust in the
family and friends they left behind to involve them in their businesses. But this
assumption neglects the fact on the one hand, that the business undertaken might
require competences that networks in the home country, if they are kept, might not
possess and, on the other hand, that diaspora life in the host country could have
brought some level of acculturation that has reduced the traditional kinship burden.
Therefore, although diaspora international entrepreneurs might have more facilities
to reduce foreign liability and access more easily to networks in the home country
than other international categories of entrepreneurs, these facilities have some
limitations.
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5 Performance of Diaspora Entrepreneurship Versus
Immigrant Entrepreneurs

Entrepreneurs are often divided in two categories with regard to the motives that
drove them to business: those driven by necessity and others driven by opportunity
(Chrysostome 2010). For Drori et al. (2009: 1004), “in contrast to the EE [ethnic
entrepreneur| paradigm, the locus of reference for TE [transnational entrepreneur] is
the international theater, where it focuses explicitly on the significance and oppor-
tunity of cross-border business activities”. This statement suggests that diaspora
international entrepreneurship can be considered as an opportunity entrepreneurship
in opposition to necessity entrepreneurship. One of the important issues that can be
raised here is about the assessment of the performance of the diaspora international
entrepreneur. In other words, should the performance of a business of a diaspora
entrepreneur be assessed with the usual performance indicators of SMEs. Answering
this question calls for some nuance. First of all, it’s important to mention that the
assessment of the performance of an organization should always be based on the
goals pursued by the organization. Therefore, the usual financial indicators of SMEs’
performance may not be always relevant. For instance, for the necessity immigrant
entrepreneur for whom the goal for starting business is to survive in the host country
where he or she faces a blockage on the job market, the usual financial performance
indicators may very quickly become irrelevant as the goal here is not in priority to
increase the profit, the size of the business, the sales of the return on investments.
The most relevant indicator in this case is the survival of the business of the
immigrant entrepreneur (Chrysostome 2010). Unlike the necessity immigrant entre-
preneur who is driven by the necessity of survival in the host country, the diaspora
entrepreneur may be driven by the identification of a business opportunity in the
home country although sometimes he or she can also be driven by non for profit
motivations (Riddle and Brinkerhoff 2011; Rana and Elo 2017). In fact, when the
behavior of the diaspora entrepreneur in the home country follows the pathway of
the typical entrepreneur with traditional financial goals, the usual financial indicators
of performance of SMEs should apply. Some researchers have found that sometimes
the motivations behind the entrepreneurial initiatives of some diaspora entrepreneur
in the home country are also non-economic motivations, such as altruism, patriotism,
search of social recognition, etc. (Gillespie et al. 1999; Nielsen and Riddle 2009;
Newland and Taylor 2010; Nkongolo and Chrysostome 2013). In these cases, given
the goals pursued by the diaspora entrepreneurs are not the typical goals of the usual
entrepreneurs, the usual financial indicators cannot be considered. The performance
of the diaspora entrepreneur should be assessed in relation with the non-economic
goals pursued. A subjective indicator of performance such as the level of satisfaction
of the diaspora entrepreneur can be considered. The level of satisfaction of partners
has been used to assess the performance of joint ventures in which the partners are
pursuing different goals.
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6 The Limits of Existing Theories to Fully Explain
the Diaspora International Entrepreneurship
Phenomenon

Diaspora entrepreneurship swims through the mesh of most of existing theories in
international business. According to the Uppsala model (Johansson and Vahlne
1977), the firm internationalization is a gradual process of different steps through
which the firm should cautiously go, taking time at each step to learn about the host
country market in order to avoid failure. But the traditional diaspora entrepreneur, in
general, doesn’t need to follow this process. In fact, the diaspora entrepreneur that has
continuously kept an active connection with his or her home country doesn’t need to
go through different steps in order to learn about his or her home country’s market or
to develop an international experience with that home country before undertaking
entrepreneurial activities in the home country. There is no significant psychic distance
that he or she should overcome to avoid failure. Therefore the Uppsala model fails to
explain the diaspora entrepreneurship. The born global theory suggests that the
international entrepreneur should have a unique or innovative product in order to
enter several foreign markets at the same time (Oviatt and McDouglas 1995; Knight
and Cavusgil 1996; Madsen and Servais 1997). But many diaspora entrepreneurs
doing business in their home country don’t need to have any innovative nor unique
products. It’s the case of diaspora entrepreneurs involved in the business of used cars,
used clothes or used electronic devices. Also, it might be interesting to mention the
situation of bringing to developing or emerging economy countries products/services
that are already outdated in developed countries, but still needed in developing
countries due to the development gap between the two environments. Thus, the
born global theory doesn’t capture the dynamic of diaspora entrepreneurship. As to
the network theory of internationalization, it suggests that developing business
networks in foreign countries will help the firm to internationalize its activities
(Johanson and Mattson 1988). Although, developing business networks in the
home country will certainly be beneficial for the diaspora entrepreneur, in many
cases, the diaspora entrepreneur doesn’t absolutely need these networks to operate his
or her business in the home country. The business started in the home country can just
be an extension or a wholly owned subsidiary of the diaspora business in the host
country. As well the born global theory suggests the acquisition of the experience
from previous business activities by the entrepreneur. For the diaspora international
entrepreneur, the previous experience is not necessarily acquired in business, but just
through previous knowledge of needs and opportunities in the country he or she left
and the discovery of the potential means and opportunities in the host country to fulfil
these needs.

As it can be seen, the existing theories in international business can explain only
partially the phenomenon of diaspora international business and they need either to
be modified partially or entirely to give a satisfying explanation.

Although diaspora entrepreneurship has been recently subject of many research
works, there are still several important issues that have not been explored.
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7 Avenues for Future Research

The topic of diaspora has drawn the attention of many researchers for the last decade.
Experts in sociology, anthropology, economics, international business, management
and entrepreneurship have explored various aspects of diaspora. As one can see in the
previous sections, some important aspects that have been addressed are: the identifi-
cation of the object and particularities of this new field of research, the importance of
diaspora remittances, the potential of diaspora investments and its social and eco-
nomic impact on poverty and development of the home country, the influence of
networks in diaspora entrepreneurial initiatives, the determinants and challenges of
diaspora entrepreneurship. Although this effort of research on diaspora, there are
some aspects of diaspora that are not explored yet or that have not been sufficiently
highlighted by the current works. Some of these aspects relate to the characteristics of
the entrepreneur, others to the organizing and strategic behavior of the diaspora
international entrepreneur, and others to the dual environment that characterize this
field of research (Nkongolo-Bakenda and Chrysostome 2013). With regard to the
characteristics of the entrepreneur, extant studies missed to look at the psychological
characteristics and were limited to the demographics ones. When examining the
organizing and strategic management, scholars have often focused on the importance
of networks for the success of diaspora international entrepreneurs. But very little
attention has been paid to the competitive strategies used, the modes of entry, the
organizational structures (design, interdependence, and product responsiveness)
adopted with regard to the dispersion of international activities, etc. Finally, with
regard the dual environment, studies use to stress the particular advantage of diaspora
international entrepreneurs for their embeddedness in dual environments. But little is
said about how this duality is managed given the fact that the entrepreneur is certainly
acculturated by the new system he or she has embraced while keeping some aspects of
the one he or she has left behind. In addition to these aspects, it is also worth to
mention the necessity to examine the influence of the characteristics of the residence
location of the diaspora in the host country on his or her business in the home country,
the collaboration between diaspora members in order to promote various entre-
preneurial and non-entrepreneurial projects, the motivations and facilitation of
non-economic remittances to developing countries, the diaspora contribution in
strengthening institutions in developing countries and the assessment of the impact
of diaspora entrepreneurship in developing countries and lessons to learn from
Chinese and Indians diaspora involvement in the development of their home country.

7.1 Influence of the Characteristics of the Diaspora
Residence and the Home Country

The literature has shown that not all immigrants have a great predisposition for
entrepreneurship. Some immigrants have pre-migration talents or preparation for
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entrepreneurship in the host country and therefore a better chance to succeed with
their entrepreneurial activities while others don’t. In other words, some character-
istics of the home country of the immigrants can influence their entrepreneurship
predisposition in the host country. For instance, Fairlie and Lofstrom (2013) found
that in the US Korean, Italian, Iranian and Brazilian immigrants represent 20% of
immigrant businesses compared to 8% for Philippines, Jamaican and Mexican
immigrants. Also Saxenian (2002) reported that Indian and China represent the
highest percentage immigrant entrepreneurs in Silicon Valley. The countries that
have a higher rate of immigrant entrepreneurs are more likely to have a higher of
diaspora entrepreneurs. In fact, the ethnic origin, the level of economic development
as well as the level of urbanization of the home country and the culture of the
immigrant are some of the home country characteristics that can affect immigrant
entrepreneurship. But we don’t know much about the characteristics of the host
country that may influence diaspora entrepreneurship. Nkongolo and Chrysostome
(2013) stressed the receptivity of the host country. It may be useful to examine if the
size and the economic power of the host country influence the propensity to diaspora
entrepreneurship in the home country. Also, given developed countries are in
general high level income environment and exposed their immigrant to various
advanced technologies, it would be great to examine if the income level and the
level of technological development of the host country influence diaspora entre-
preneurship in developing countries.

7.2  Building Trust and Promoting Collaboration Between
Diaspora Members

Trust is very important for business involvements. In the particular case of diaspora
members, the importance of the role of trust in building their social and business
networks has been underlined among others by Chrysostome (2014), Chand and
Tung (2011) and Adogame (2013). Unfortunately, in many diaspora communities in
the host countries, trust is still an important ingredient missing in the relationships
between diaspora members (Chrysostome 2014). In these communities, the diaspora
members don’t trust each other and don’t trust either their associations which are the
organizations that represent them in the host countries. Moreover, the diaspora
members don’t always trust the members of their home country government that
sees them sometimes as a threat for their political influence in the home country. This
suspicion of the home country government members towards diaspora members can
becomes very serious when some of the diaspora members are openly opponents of
the home country government. The lack of trust within diaspora communities and
between them and their home country government doesn’t allow them to pool their
resources and talents in order to contribute to the development of their home country
at their full potential. Therefore, investigating the factors that cause a lack of trust
within diaspora communities, exploring how to build trust and reliable network with
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other diaspora members of the same ethnic community will be of a great interest for
research. Furthermore, investigating how to promote collaboration between dias-
pora members on the one hand, and between diaspora members of the government of
their home countries on the other hand will certainly be good avenues to consider for
future research. Given the diaspora member is involved in entrepreneurial activities
in the home country while he or she has his or her principal residence in the host
country, it would be interesting to explore how to build trustful relationships with the
local partner and develop a stable win-win business collaboration. In particular, it
would be interesting to explore if there is any specific entry mode that will help to
develop such a trustful collaboration in the home country, in general a developing
country, where the local partner may easily misrepresents the financial status of the
diaspora member and mishandle the financial resources of the business jointly
created.

7.3 Facilitation of Non-economic Remittances and Reduction
of Remittances Costs

The non-economic remittances of diaspora members have not been thoroughly
explored even if some researchers insisted on the necessity to identify them. Kshetri
et al. (2015) identified very recently three types of non-economic remittances,
namely the social remittances, technical remittances and political remittances and
they analyzed some measures that some Latin American countries took to stimulate
their flows. It would be great to study how to increase the flows of non-economic
remittances and how they influence diaspora entrepreneurship, in particular in
Africa where many countries are in the low income category.

The diaspora remittances to their home countries has become today the most
important source of funding in developing countries and as such it has significantly
contributed to poverty alleviation and investments in entrepreneurial activities.
(Newland and Tanaka 2010; Riddle and Brinkerhoff 2011; Plaza and Ratha 2011).
However the costs of remittances still represent important concerns to many diaspora
members. Although World Bank (2015) suggests that the costs of remittances have
fallen to a global average of 7.53%, it still costs in average 9.53% for Sub-African
diaspora members, a rate that has remained high obliging many of them to use
informal channels of money transfer. According to Bodomo (2015) the number
suggested by World Bank about remittances is by far underestimated as about
75% of remittances to developing countries use informal channels of money transfer.
Hence, it would be interesting to explore the factors that can contribute to reduce the
cost of remittances to developing countries.
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7.4 Diaspora Contribution in Strengthening
and Transforming Institutions in Developing Countries

“Africa doesn’t need strong men, it needs strong institutions”, this is the laconic
statement of President Obama before the parliament of Ghana during his visit to this
country in 2009, a statement that has quickly become very famous given the extent to
which it underlines one of the biggest obstacles to development in developing
countries. Indeed, institutions play a key role in the development of a country and
their quality influences its development (Acemoglu et al. 2002; Esfahani and Ramirez
2003; Glaser et al. 2004; Pande and Urdy 2005; Rodrik 2000). Casson et al. (2009)
even suggest that there is a circular relationship between institutions and develop-
ment. Thus, the weakness of institutions has been one of the most important charac-
teristics of developing countries. The literature has shown that the weakness of
institutions in developing countries is not limited to a very specific area, but can be
observed at various levels in all the different spheres of political, social and economic
life. Diasporans living in developed countries have been exposed to environments
characterized by strong institutions and have observed it benefits. There is no doubt
that they can contribute to strengthen the institutions or help to reduce the institutional
void in their home countries. Therefore it would be very interesting that researchers
explore how diaspora members of developing countries residing in Western countries
can contribute to strengthen the institutions or reduce the institutional void in their
home countries. More specifically some of the issues that can be explored are the
followings: (a) what mechanisms can they use to contribute to reinforce the institu-
tions in their home countries? How can diaspora members help their home country to
develop a business friendly environment that can promote diaspora entrepreneurship
and attract foreign investments? A business friendly environment means among
others an effective legal system that can make the business environment and business
transactions safe and reliable, an effective and accessible financial system, speedy
procedures of starting business, business friendly infrastructures (electricity, roads,
communications, etc.); (b) how can diaspora members contribute to the establish-
ment of an effective governance and accountability in their home countries? A poor
governance often results in corruption and the collapse of public and private insti-
tutions which hinder the development; (¢c) what can diaspora members do to rein-
force the respect of law and in particular, the respect of constitution, human right and
freedom of speech in their home countries? The lack of respect of constitution and
human right is the cause of conflicts and social and economic instability in many
developing countries; (d) how can diaspora members contribute to establish an
effective fiscal policy? An effective fiscal policy can be used to attract investments,
promote businesses and create jobs or to leverage financial resources to support social
programs. It can also help to reduce income inequality which in return can support the
consumption and support business activities. The contribution of diaspora residing in
Western countries to strengthening institutions in their homeland should not be
limited to the formal institutions, but should be extended to informal institutions
with the purpose of transforming the informal institutions that represent obstacles for
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development in the home country. The term informal institutions refers to customs,
moral values, traditions, religious beliefs and social norms (Pejovich 1999). The
informal institutions also affect the social and economic activity of the home country
and therefore its economic development (Elbialy and Gouda 2011). Hence, a question
that may be of interest for future research is the following: (e) exploring diaspora’s
effort to strengthening institutions through a change of poverty perpetuating tradi-
tions in developing countries. Another question that it may interesting for researchers
to explore can be formulated as follows: (f) how diaspora members can contribute to
transform the informal institutions in order to build a development supportive
institutional framework in their home countries.

7.5 Measuring the Impact of Diaspora Dispersion
and Diaspora Entrepreneurship in Developing Countries

The impact of diaspora involvement in the economic development of their home
country has received a great attention of many researchers for the last decade. It’s well
established today that diaspora involvement in the home country can improve the
development of the country by fueling investments through remittances, increasing
the flows of international trade, facilitating the transfer of technologies and promoting
diaspora entrepreneurship (Boly et al. 2014; Riddle 2008b; Newland and Tanaka
2010; Nkongolo and Chrysostome 2013). However there are still several aspects of
the diaspora impact that are not studied yet or understudied. One of them that
Gervokyan (2015) pointed out is the effect of the dispersion of the diaspora members.
Given the degree of diaspora dispersion is not the same for the different developing
countries, it may be interesting to explore how the level of dispersion of diaspora
residing in Western countries affects diaspora entrepreneurship in their home coun-
tries. Another aspect that may deserves the attention of researchers is the assessment
of the socio-economic impact of diaspora entrepreneurship. Although several
scholars have examined various aspects of diaspora entrepreneurship, it seems that
an objective measurement of its impact on the development of the home country is
still needed. Therefore, it would be good to develop a grid of indicators to measure
the contribution of diaspora entrepreneurship in the socio-economic development of
the home country and in particular in the poverty alleviation. Finally, given the
increasing support of some international institutions to promote diaspora entre-
preneurship in developing countries, it’s really worth measuring the success of the
support of these institutions to diaspora entrepreneurship in developing countries.
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7.6  What to Learn from China, India and South Korea
Diaspora Economic Involvement

China, India and South Korea are incontestably among the countries where the
contribution of diaspora residing in Western countries in the socio-economic devel-
opment are the most visible and inspiring. In fact, in late 1980s with the effort of
Chinese government to promote an economic collaboration with Western countries,
the late Chinese president Deng Xiaoping lifted the restrictions preventing Chinese
people to travel to foreign countries and supported many Chinese students to travel
to Western countries and the United States in particular, in order to study. As results
of this initiative, many Chinese students have settled in Western countries after
studying and have acquired in various areas (high tech and business in particular) an
expertise that they have brought to their home country. Such Chinese brain gain and
its impact on the Chinese economic rise has been underlined by several scholars
(Patterson 2006). Likewise, India took various initiatives to encourage its diaspora in
Western countries to invest in the homeland. The Indian diaspora was receptive to
these initiatives and the involvement of Indian diaspora in the economic develop-
ment of India has been remarkable today. Like China and India, the government of
South Korea also took some initiatives to promote the formation of Korean business
diaspora in Western countries. It established a program which encouraged Korean
business people to settle in Western countries for business and the program provides
various supports including financial supports and training. As results of this pro-
gram, many Koreans who became successful business diaspora engaged in inter-
national trade with their home country. Such international trade has contributed to
economic changes in South Korea (Patterson 2006). These experiences of diaspora
with their developing home countries can be very inspiring to other developing
countries, but most importantly to the researchers working on diaspora business
initiatives. Therefore one of the important questions that can be considered for future
research is: what lessons can developing countries learn from the experience of
Chinese, Indian and Korean diaspora economic involvement in their home coun-
tries? In particular, in the case of Africa which is a continent of 1.2 Billion people
where the economic rise has been sustainable for the last few years, can this
experience of China, India and South Korea inspire African governments? For
instance, it’s known that some African countries like Democratic Republic of
Congo are very rich in mineral reserves, therefore it may be interesting to consider
the following research question: exploring the impact of the formation of Congolese
diaspora in mining business on the economic development of their home country.



34 E. Chrysostome and J.-M. Nkongolo-Bakenda

8 Conclusion

Diaspora members, and in particular, diaspora members from developing countries
have become critical players in the socio-economic development of their home
countries. This research has provided an overview of the impact of diaspora involve-
ment in the development of their home and has discussed various important business
concepts and international business theories that are relevant to diaspora entre-
preneurial initiatives. More specifically, it has provided some critical facts about
the overwhelming importance of diaspora financial and non-financial remittances
and their impact on the home country socio-economic development. It has also
discussed the determinants of success of diaspora entrepreneurship in developing
countries and has pointed out its uniqueness and the challenges it has been facing.
Some important concepts of international entrepreneurship that deserve a specific
interpretation when it comes to diaspora entrepreneurship have been addressed.
Thus, the research explained the caution that should be used with liability of
foreignness and performance in diaspora entrepreneurship as diaspora entrepreneur-
ship is not similar to usual entrepreneurship. The research also discussed why some
very influential theories in international business like the Uppasala model, the born
global theory and the networks theory have failed to convincingly explain diaspora
entrepreneurship. Finally the research has discussed some important issues related to
diaspora entrepreneurship that need to be addressed by researchers. Few of these
issues are the following: exploring models of diaspora’s collaboration for develop-
ment initiatives in the homeland, strategies for promoting diaspora non-financial
remittances in their home counties, economic impact of diaspora dispersion on the
homeland development, contribution of diaspora in strengthening institution in the
home country, lessons to learn from Korean, Chinese and Indian successful experi-
ence of diaspora involvement in the home country development.
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Learning in Various Types of New )
Ventures: The Role of “Incoming” L
Entrepreneurs

Julie Emontspool and Per Servais

Abstract This chapter investigates different learning process in some specific types
of international new ventures according to the founder’s previous experience and
background, especially those of foreign outset (migrant, transnational) compared to
domestic entrepreneurs. After a brief review of existing literature about entrepre-
neurial learning in the international context, this chapter proposes a framework
where differences between the entrepreneurs’ and firms background and interna-
tional experience shed further light on entrepreneurial learning. By identifying
different types of founders with various backgrounds, the chapter thus offers the
possibility for future research on the need for learning and the learning styles
according to the different categories of new ventures.

1 Introduction

Learning is crucial for organizations, constituting the basis of their development
(Huber 1991). Knowledge and network ties play a major role because they provide
firms going international with information about clients and markets (Sharma and
Blomstermo 2003). Firms that operate in an international network may therefore
enjoy a “learning advantage” and find going abroad less challenging than firms
whose exchange partners are domestic firms (Sharma and Blomstermo 2003). Riddle
and Brinkerhoff (2011) stresses that diasporans can be circular migrant entrepre-
neurs as they may return to the homeland to live for limited periods of time and/or
maintain businesses in both the country of origin and the newly adopted country.
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They may act as entities that link together the country of origin and the country of
settlement (Riddle and Brinkerhoff 2011, 671) as they often possess unique market
and operational knowledge, transnational social ties, and identification with the
homeland (Riddle et al. 2008), hence learning to make use of this knowledge
becomes important to transnational new ventures.

Over the last two decades, several studies have focused on Born Globals or
International New Ventures (INV), i.e. smaller, entrepreneurial firms that tend to
adopt a global focus from the beginning and operate in international markets from the
earliest day of their establishment (e.g. Knight and Cavusgil 1996; Madsen and
Servais 1997; Moen and Servais 2002; Oviatt and McDougall 1994). Their compet-
itive advantage comes from “close network alliances in multiple countries” (Oviatt
and McDougall 1994, 60), that allow knowledge sharing and directly influence a
firm’s internationalization (Harris and Wheeler 2005). The company Logitech for
instance was established globally by two returnee entrepreneurs and an immigrant
entrepreneur. The company had no natural domestic market, the product is thus not
first marketed on a national market and then sold internationally. One of the success
factors of the company is its ability to share knowledge across cultures and continents
and learn from it (Jolly et al. 1992). The founders’ ability to communicate their global
vision across cultural differences within the organization is crucial (Jolly et al. 1992),
and can serve a better understanding of entrepreneurial learning in international
business settings. While multiple factors play a role in this knowledge sharing, little
information exists about the influence of the entrepreneurs’ migratory background
and consequent international experience on the learning processes in international
new ventures.

In order to investigate these learning processes, this chapter reviews extant
research on how learning in international new ventures arises, with special emphasis
on the founder’s previous experience and background—especially those of foreign
heritage albeit not local entrepreneurs. After a brief review of existing literature
about entrepreneurial learning in the international context, this chapter proposes a
framework where differences between the entrepreneurs’ and firms background and
their international experience shed further light on entrepreneurial learning. By
identifying different types of founders with various backgrounds, the chapter thus
offers the possibility for future research on the need for learning and the learning
styles according to the different categories of new ventures.

2 Internationalization and Learning

The heart and soul in International Business and research on firms’ internationaliza-
tion is learning, and how to overcome the potential liability of foreignness, that is, the
lack of knowledge firms that intend to go abroad suffer about how to conduct a
business in foreign markets. The Uppsala Model deals with this problem of knowl-
edge acquisition and learning, studying how business organizations learn and how
their learning affects their investment behaviour (Johanson and Vahlne 1977, 2009).
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It results that “because of the tacit character of market knowledge, its main source
becomes the firm itself through experimental learning” (Johanson and Vahlne 1990,
12). Hence getting knowledge of foreign markets is firstly a question of being active
in those markets rather than collecting and analysing information. In a sense, the firm
is thus more driven by effectuation, the choosing of which effect they aim for given a
set of means (Sarasvathy 2001, 2008). By being active in those markets, the firm not
only acquires information about foreign markets, but also becomes closely commit-
ted to those markets in such a way that it is difficult for the firm to retract from the
markets and use resources elsewhere. Secondly, firms need to make decisions and
implementations about foreign investments in an incremental fashion due to market
uncertainty. Thereby, ‘learning by doing’ becomes the basic logic of stepwise
commitment to foreign markets during the management learning process (Johanson
and Vahlne 1977). Thirdly, the transferability of knowledge between contexts is
difficult as it is specific to an individual (Johanson and Vahlne 1977). Problems and
opportunities will thus arise in particular for managers and employees active within
the market in question, sales people or purchasers often being the first ones to identify
them. For them, the adaptation and extension of the present operations will be the
natural solution to a problem or the reaction to an opportunity (Johanson and Vahlne
1977). Therefore, “experience generates business opportunities and is supposed to
work as a driving force in the internationalization process (Johanson and Vahlne
1990, 11).

Forsgren (2002) questions the generalizability of the learning process, arguing that
the Uppsala Model employs a reactive rather than proactive perspective of experien-
tial learning that is acquiring more knowledge about the already identified solutions,
while proactive learning focuses on the search for new solutions, hence being more
risk seeking and entrepreneurial. Forsgren (2002) further acknowledge that by taking
‘grafting’ into account (Huber 1991) e.g. by acquiring other units that already possess
the necessary market knowledge, the internationalization process will have another
appearance, where “the high degree of foreign acquisition in firms’ internationaliza-
tion behaviour is often motivated by the need for market-specific knowledge, often
manifested by the networks of customers controlled by the acquired firm” (Forsgren
2002, 263). Hence neither the risk-taking nature of manager’s behaviour nor the
speed of the process is fully explained by the Uppsala Model. There are several
examples of learning from other organizations where the learning is done through the
existing business relationships. It has been shown that access to a network of business
relationships creates the opportunity to learn from other firms (Andersson et al. 2001).
Market-specific and somewhat tacit knowledge can be acquired through the interac-
tion with other organizations, which means that the characterization of internation-
alization as a slow process may not always hold true. However the Uppsala Model
also reveals that one extremely important, underlying assumption is the crucial role of
the people who are involved in the foreign operations. Especially in the context of
newly founded firms it is their learning and their decision-making that drives the
internationalization process, and not a headquarters or some other group in the firm.
In this chapter, we adopt this perspective focused on the individuals involved in
foreign operations, specifically the founder’s role, as we will explain below.
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3 Learning in International New Ventures

In contrast to the traditional view of learning in the Uppsala theory learning and
knowledge building in International new ventures research takes a different approach.
Much of the interest departures in work of Knight and Cavusgil (2005) and Knight
et al. (2004), who examine the entrepreneurial capabilities that International new
ventures leverage for achieving performance in international markets. Specifically,
they found evidence for entrepreneurial and marketing orientations for developing
technological competence, innovative products and quality, which in turn lead to
improved international performance. However Zhou (2007) underlines that this is
more about innovative organizational capabilities that enables international new
ventures to develop unique products and technology-based competitive advantages
rather than creating a new market knowledge base for born global firms. Zhou (2007)
uses Matsuno et al.’s (2002) framework of entrepreneurial learning to research “born
globalness” viewed as a firm’s predisposition to the three underlying dimensions;
innovativeness, risk taking and proactiveness, which is expected to affect the level of
market knowledge. Zhou (2007) highlights the acquisition of knowledge through
market scanning and information utilization, whereas the risk taking dimension
provides a base of knowledge from “trial and error”. Proactiveness, referred to as a
forward-looking perspective, is the tendency of taking initiative to anticipate rising
opportunities in the marketplace, results in an increased level of market knowledge by
pursuing new market opportunities (Matsuno et al. 2002).

Beyond entrepreneurial capabilities, two levels of learning coexist: individual
learning and organizational learning, existing research studying the necessary condi-
tions for knowledge acquired by the individuals of an organization to be transformed
into new, organizational knowledge (Casillas et al. 2009). Elaborating on the dilemma
of learning of internationalization process theory and International Entrepreneurship
using the work by Cohen and Levinthal (1990), Casillas et al. (2009) propose a model
that links the process of generating, absorbing, disseminating and applying knowledge
to the internationalization decisions e.g. how to launch into new foreign markets,
which country to choose and at what speed to enter that market. More concretely,
Casillas et al. (2009) focus on the (1) possession of previous knowledge; (2) decision
and process of searching for new knowledge; (3) absorption of new knowledge and its
combination with prior knowledge in order to forge new actions. What is of particular
interest in their model is that a network approach suggests that individuals and
organizations access knowledge via their interaction with other individuals and orga-
nizations. According to Casillas et al. (2007), firms belonging to international net-
works—through their relations with customers, suppliers, consultants, associations,
etc.—will have access to knowledge that is relevant to their identifying opportunities
abroad and therefore also their internationalization process.

Yet traditional internationalization process theory remains mostly silent about the
process’s start (Oviatt and McDougall 1994), “beyond noting that firms typically
start the process as going concerns, often by reacting to unsolicited export orders”
(Autio 2005, 11). This leads existing research to stress the resource “fungibility”” and
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the fact that both the internationalization process theories and the IE theory make
“assumptions about the resource base on which the firms builds to create value”
(Autio 2005, 14). In the internationalization process theories (Johanson and Vahlne
1990), the home base centralizes a firm’s resources (Autio 2005): “The firm then uses
these resources to generate the value-added outputs that can be exported and,
eventually, manufactured in foreign locations. Hence this mode of internationaliza-
tion resembles the ‘home-base leveraging’ mode of internationalization as defined
by Kuemmerle (2002). All or most of the value-creating elements of the firm’s
product or service offering are generated in the firm’s home market, and the
international dimension of the firm’s activities is concerned mainly with the inter-
national diffusion of its offering: “his the firm does by discovering and subsequently
satisfying customer needs in overseas markets” (Autio 2005, 14). Autio therefore
calls upon “a more detailed examination of the transferability, nature, and types of
internationalization, experiences and competence that appears necessary in the
context of international new ventures” (Autio 2005, 11). Furthermore the often-
cited enabling effect of individual-level (pre-firm) internationalization experience for
early and rapid internationalization (Oviatt and McDougall 2005), raises the ques-
tion of “whether some types of pre-firm internationalization experience and compe-
tences are more amenable than others to supporting early internationalization. Do
different firm and industry settings call for different types of initial endowment of
internationalization experience? What are the relevant organizational and individual-
level competences for internationalization?” (Autio 2005, 11). Beyond answering
these questions, there remains however a need to look deeper into types of pre-firm
internationalization experience and also the background of the founder (Autio and
Fu 2015), a framework for which we propose in this chapter.

4 The Founders’ Experience and Background

Over the last two decades, international entrepreneurship (IE) research has increas-
ingly moved from its early emphasis on international new ventures towards studying a
wider variety of international entrepreneurial behaviours. One observation by (Rialp
et al. 2005) was that international entrepreneurship research usually relies on a single
theoretical framework, that of the Uppsala internationalization process models or other
similar export stage (behavioural-oriented). One exception to this was Zahra and
George (2002) that developed a theoretical model on international entrepreneurship.
Their model connects the international entrepreneurship antecedents with several
types of activities and outcomes, together with other strategic and environmental
issues. In the same vein, Madsen and Servais (1997) looks at the founder (individual),
the firm (organization) and the network (environment) as propensity variables to the
international new venture. Building on pre-export behaviour theories (Caughey and
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Chetty 1994), they stress that it is important to explore the history of founder even
beyond the establishment of the firm.

Firms like INVs may be started by young and industry unexperienced entrepre-
neurs or by very industry experienced persons. Often, these persons have extensive
international experience (including a personal network) and do not perceive their
native country as the nucleus of their lives. Madsen and Servais (1997) questions
whether international experience is a necessary condition for their international
expansion, but may nonetheless create the motivation and ambition to become
INV, among others because it changes the perception of distance to other countries.
Indeed, Jones and Casulli (2014) found that many of the individual factors influences
on internationalization is connected to the founders personal experience and despite
of a growing attention to experience in IE. In a study of how young technology firms
from Germany learn about foreign markets when venturing abroad for the very first
time, Schwens and Kabst (2011) draws on learning theory to test the performance of
the INVs. Their empirical results show that “prior foreign market analysis leads firms
to postpone the first international entry, but network learning and imitation lead to
earlier international venturing. Further, our results show that the earlier technology
firms venture enter into foreign markets, the higher the foreign-venture performance
of the firm” (Schwens and Kabst 2011, 308). This finding underlines the importance
of network ties as also indicated by Sharma and Blomstermo (2003).

De Clercq et al. (2012, p. 143) summarizes the achievements on learning aspects
as “an evaluative overview of international entrepreneurship literature, in which the
issues of learning and knowledge feature as central components underlying the
causes, processes, and outcomes of early internationalization”. They conduct the
literature review according to a sequential continuum: (a) when and why do ventures
engage in first foreign entry? (b) What are the processes of early internationaliza-
tion? and (c) What are the performance outcomes of early internationalization? For
each of these three phases they rely on Huber’s (1991) distinction of five knowledge
acquisition (KA) types; (1)experiential learning, (2) vicarious learning, (3) searching,
(4) grafting, and (5) congenital learning. In the following we will use this as a
guiding framework for identifying future research opportunities using entrepreneurs’
migratory background.

4.1 Experimental Learning

Huber (1991) sees experiential learning as the most pervasive type of learning in
organizations, and international experience is the central mechanism in driving the
internationalization process models by Johanson and Vahlne’s (1977). However, the
internationalization process framework does not predict early internationalization
(Johanson and Vahlne 1990), and by definition, ventures cannot learn from direct
international experiences before they operate internationally. However as stated earlier
individuals might have experience from international activities elsewhere and in other
organizations. Weerawardena et al. (2007) sparked an expanding interest in research
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on learning and knowledge acquisition in the internationalization process
(e.g. Fletcher and Harris 2012). Along with the suggestions by Forsgren (2002)
these studies have shown that firms not necessarily need to learn from their own
experience in the internationalization process as assumed by traditional models
(e.g. Sharma and Blomstermo 2003; Johanson and Vahlne 1977). Instead research
has shown that internationalizing firms may develop alternative strategies for acqui-
sition of experiential knowledge. Yli-Renko and Clarysse (2010) found that inter-
organizational learning from key partners’ fuel the internationalization of young firms.
Fletcher and Harris (2012) found that small firms rely on recruitments as a source of
internationalization knowledge for international expansion. Furthermore one should
not exclude “learning-by-doing” theory (Anzai and Simon 1979) that is the processes
that enable a firm to learn while engaged in solving a problem. It gives a firm an
account of learning in a specific situation which can be used in internationalization
purposes.

4.2 Vicarious Learning

Vicarious learning is learning that is derived from indirect sources such as hearing or
observation, rather than direct, hands-on, instruction. Observational learning is
likewise learning that occurs through observing the behaviour of others. It is a form
of social learning which takes various forms, based on various processes. These
concepts are used more specifically in certain psychological theories (e.g. Bandura
1977), but it appears to be that both concepts address the same basic phenomenon.
According to De Clercq et al. (2012) only a few articles explicitly use the term
“vicarious” (Fernhaber et al. 2009), many clearly indicate learning from observing
others as a mechanism that influences early internationalization decisions, whether
through imitation or working alongside others. The most common type of vicarious
learning involved learning from network partners and a central argument could be
that the presence or development of foreign contacts fuels opportunities for early
internationalization (e.g., Casillas et al. 2009).

4.3 Search

De Clercq et al. (2012) highlight lack of attention to the search behaviour by
entrepreneurs and they stresses that it might may be a simple assumption on the part
of researchers that search implies a decision has already been made and therefore is not
an interesting predictor of early internationalization. Chandra et al. (2009) found that
ventures with an entrepreneurial orientation are more likely to internationalize early. In
their conception, this entrepreneurial orientation includes innovativeness and openness
to international opportunity but may not require deliberate search for such opportuni-
ties. They also showed that five ventures “discovered” international opportunities as a
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precursor to early internationalization, but only two ventures deliberately searched for
and found such international opportunities.

4.4 Congenital Learning

One of the most important difference between Johanson and Vahlne’s (1977) classic
internationalization process theory and McDougall and Oviatt’s (1994, 2000) theory
of international new ventures lies in their assumptions about the role of international
experience of founders or managers prior to internationalization. In the former, all
that matters to the internationalization process is the experiences of the venture after
operations begin, whereas the latter posits that founders’ prior background and
experiences, even before the venture exists, have an effect on the timing and pace
of internationalization. De Clercq et al. (2012) found several articles that argue that
ventures whose managers have prior international experience are more likely to
internationalize early than are those without such experience (Casillas et al. 2009;
Johanson and Vahlne 2009; Oviatt and McDougall 2005; Weerawardena et al.
2007). The primary argument is that founders with prior international experience
are more alert to international opportunities, more capable of assessing such oppor-
tunities, and more favourably disposed to pursuing such opportunities.

4.5 Grafting

De Clercq et al. (2012) points to a few studies that explores how grafting of external
knowledge onto the venture e.g. through hiring outside personnel, can speed-up the
pace of early internationalization. Loane et al. (2007) conclude from interviews that
hiring new managers brings newer technical expertise, more knowledge of foreign
markets, and better introductions to foreign business networks that promote more
rapid expansion of the international scope of the venture than would otherwise be
possible. From their case research on eight SMEs in Finland, Greece, Italy, and
Norway, Gabrielsson et al. (2008) observe that hiring an export manager, especially
from a country that a focal firm wishes to enter, ensures customer closeness and
prompts more rapid commitment to that market.

As stated in the previous section, much of the research on international entrepre-
neurship has been focused on the “outgoing” new ventures, which is firm that are
established in a country by entrepreneurs from the very same country and then
embarks a rapid internationalization process. Peiris et al. (2012) critique the over-
emphasis on entrepreneurial orientation in IE research and the ignored importance of
the opportunity recognition aspect of the INV process. Also, they highlight the
implicit limitation of the current IE research in primarily dealing with the entrepre-
neur and to a lesser extent with the firms that cross national border e.g. a new venture
that moves from one country to another country shortly after the establishment and
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continues its operations in this new country in order to better exploit the opportuni-
ties there.

5 Entrepreneurial Learning and Migratory Background

How does entrepreneurial learning develop when the origin of founder is not so
closely related to the origin of firm and/or when the founder has spent significant
amounts of time in a different country? We have previously demonstrated the
benefits of jointly considering international entrepreneurship and immigrant entre-
preneurship research (Emontspool and Servais 2017). To do so, we differentiate
between “outgoing” and “incoming” entrepreneurs, respectively international and
immigrant entrepreneurs, arguing that both concepts refer to cross-border entrepre-
neurial activity, which mostly differ in their directionality across borders. In a global
world, such a differentiation might lose its validity given the diversity of founders’
and firms’ origins, and the complexity of their migrations (Demangeot et al. 2015).
As an alternative, we propose contrasting cross-border entrepreneurial activities
along the lines of the country of their location (country of residence vs Foreign
Country) on the one hand and their focus on opportunity identification vs exploita-
tion on the other (Emontspool and Servais 2017).

Continuing in the line of our previous argumentation, we consider three types of
cross-border entrepreneurs (international, returnee and immigrant) as parallel yet
mutually informative/informing case, where the study of entrepreneurial learning in
one may lead to insights about the other. As illustrated in Table 1, we can identify
two types of “incoming” entrepreneurs; entrepreneurs who have the same origin as
the firm but who have a substantial international experience (returnee entrepreneurs;
Drori et al. 2009) and entrepreneurs who have another origin as the origin of the firm
due to immigration to a different country (immigrant entrepreneurs; Smans et al.
2014; Zolin and Schlosser 2013). In contrast, “outgoing” entrepreneurs, which are
studied under the label of international entrepreneurship, are usually seen to possess
the same national origin as the company they establish (Jones et al. 2011). Unlike the
two other types of entrepreneurs, they however often possess a migratory

Table 1 Firm/founder differentiations

International Returnee

entrepreneurship entrepreneurship Immigrant entrepreneurship
Founder/firm | Entrepreneur and Entrepreneur and Entrepreneur and (new) firm
origin (new) firm have same | (new) firm have same | have different origins

origin origin
Migratory No Yes Yes
background
Experience Experience in coun- | Experience in For- Experience in country of origin
(if existing) try of origin eign Country (distinct from country of

residence)
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Table 2 Future research opportunities using entrepreneurs’ migratory background

International Immigrant
entrepreneur Returnee entrepreneur | entrepreneur

Founder/firm origin | Entrepreneur and Entrepreneur and Entrepreneur and
(new) firm have same | (new) firm have same | (new) firm have differ-
origin origin ent origins

Research question: How does entrepreneurial learning differ in cases where (1) firm and founder
have the same origin or (2) firm and founder have different origins?

Origin of innovation | Country of origin/ Foreign country Country of origin
residence

Research question: How does entrepreneurial learning take place when innovative ideas from the
country of origin need to be translated into different contexts?

Direction of busi- Country of origin/res- | Foreign country — Country of origin —
ness adaptation idence — Foreign Country of origin/ Country of residence
country residence
Type of knowledge acquisition
Experimental Country of origin/res- | Foreign country — Country of origin —
learning idence — Foreign Country of origin/ Country of residence
Vicarious country residence
learning
Search
Congenital
learning
Grafting

Research question: Which form of knowledge acquisition does entrepreneurs use when to adapt
business practices from country of origin to foreign country and vice versa?

background. If these three types of entrepreneurs have gained experience in business
development, such experience can have been acquired either in the founder’s
country of origin, or in a foreign country. While the first case constitutes an
advantage for business development in the local context, the second may provide a
first expertise in cross-border business activity and thereby serve future cross-border
business development.

Comparing three types of characteristics of the cross-border business develop-
ment process (founder/firm origin, origin of innovation, direction of business adap-
tation), Table 2 summarises three avenues for future research in entrepreneurial
learning.

When contrasting the situations in Table 2 whether founder and firm have a same
national origin, we find that international and returnee entrepreneurs possess the
same characteristics, but differ from immigrant entrepreneurs. To better understand
the impact of the founder’s background on cross-border business creation, future
research should therefore compare the three cases. Given the differences between
them regarding roots and international experience (Table 1), this comparison can
answer the question of how entrepreneurial learning differs in cases where (1) firm
and founder have the same origin or (2) firm and founder have different roots. Such
insights may be beneficial for instance to evaluate the role of cultural capital gained
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through education in a different country, as well as the challenges this lack of
knowledge about the firm’s context of origin may represent. Future research might
shear light on how knowledge acquisitions take place in the three different types of
INV firms and which form (Experimental learning, Vicarious learning, Search,
Congenital learning or Grafting) that are the most prevalent form of learning by
International entrepreneurs, Returnee entrepreneurs and Immigrant entrepreneurs
respectively.

Secondly, future research should investigate the influence of the source of
innovation, its origin. As argued previously (Emontspool and Servais 2017), oppor-
tunity recognition as well as exploitation can take place in the country where the
entrepreneur is established or in a foreign country. A novel product, service or
business practice, discovered in either country of origin, of residence or a foreign
country, may thereby serve as basis for cross-border business development. As an
example reports Elo (2017) of a Cypriot new venture in Finland that became a
multimillion business in ethnic food import, export and wholesale and which built on
the capacity of the founder to learn, adapt and teach the Finns to prepare new foods.

Rendering this novel element prosperous across the borders might constitute a
challenge in itself, requiring extensive learning on the side of the entrepreneur.
Future research should therefore study how entrepreneurial learning takes place
when innovative ideas from the country of origin need to be translated into different
contexts. Such insights have potential applications in developing course offers for
incoming entrepreneurs that enable them to better adapt to the local marketplace
(Pefialoza and Gilly 1999).

Thirdly, opportunities for future research abound about the directionality of busi-
ness adaptation across borders. Elo (2015) stresses highlights that diaspora knowledge
is a well-recognized type of knowledge, which often has a central role in the interac-
tion of diaspora communities. Diaspora knowledge relates not only to the immigrant
effect and the different position of diasporans to view and perceive things, but also to
issues related to cultural heritage and social mechanisms. Diaspora knowledge is being
possessed, transferred, developed, and re-defined in various contexts of business and
social life, and it can also become a kind of membership benefit within a certain
context. Elo (2015) further gives examples of illustrating how diaspora knowledge
disseminates innovation via entrepreneurial activity e.g. Influence the entrepreneur-
ship as antecedents conveying information and knowledge. Such diaspora networks
have similar characteristics and functions as business networks as they form channels
and pools of knowledge and learning.

Differences in familiarity with the country of residence and the foreign country in
which the business will be established (which may or may not be the entrepreneur’s
current country of residence) have the potential to influence the business develop-
ment process. The entrepreneur may therefore have to adapt the business accord-
ingly. This has as consequence for entrepreneurial learning that further insights are
needed about how entrepreneurs learn how to adapt business practices from country
of origin to foreign country and vice versa. The answers to these questions can for
instance enable entrepreneurs to evaluate the relevance of compensating for lacking
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knowledge of the foreign context through education or collaboration with local
partners.

6 Conclusion

This chapter has provided an overview of existing literature about learning in cross-
border business development. It highlights the importance of further research
concerning entrepreneurial learning in cross-border contexts. Arguing for research
projects comparing outgoing and incoming entrepreneurs and their learning, the
chapter proposes three directions for future research, which can contribute in
advancing the subject of entrepreneurial learning. We hope that this perspective
may serve as inspiration for entrepreneurs and academics alike. Building on the
provided conceptual reflection to develop empirical studies regarding entrepreneur-
ial learning, future research has the potential to refine and extend the proposed
framework. A future research theme would most likely be centred on the motives
for the movement of transnational entrepreneurs e.g. are they driven only by
opportunities in the host country? Can the movement be enhanced by establishing
favourable institutional settings? From various economic organizations the lack of
mobility among entrepreneurs has been raised as an issue. For example, OECD
(2012) has classified the lack of skilled immigration to Denmark as an impediment to
entrepreneurship. Hence Danish Ministry of Business and Growth initiated the
“LaunchPad” program to attract talented entrepreneurs with world class business
ideas to Denmark with the intent of using Denmark as their launch pad into the
European market while accelerating their business using the accelerator principles.

With the start-up of 30 international new ventures one might label the program as
successful; however some of foreign entrepreneurs later in the progress reported
some problems getting contacts to local firms. One interpretation of this is that new
ventures need to be integrated into networks before launch and that cluster organi-
zation or similar might be more appropriate contact grounds than a random place to
start the firm.
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Leveraging the Caribbean Diaspora )
for Development: The Role of Network <
Effects

Dillon Alleyne and Ikhalfani Solan

Abstract This paper argues that it is likely that skilled migration will continue to be
encouraged by the OECD countries and developing countries like those of the
Caribbean must seek to benefit from such migration. This paper builds on a formal
model developed by Dos Santos and Postel-Vinay (J Popul Econ 16(1):161-175,
2003) assuming free migration from the Caribbean to countries abroad and examines
the impact of diaspora network effects on future migration flows. Their model assumes
that there is a sending and a receiving country for migrants and that the sending
country has a lower level of development relative to the receiving country (possibly an
advanced developing country). Because the receiving country is technologically
advanced, migrants who locate there acquire advanced skills by participating in that
economy. However because migrants continue to interact with the sending country,
they can help to improve conditions there through a variety of interactions and this also
affects the rate of emigration as the sending country becomes more developed. Dos
Santos and Postel-Vinay (J Popul Econ 16(1):161-175, 2003) capture such effects
through return migration. We add to this model the effect of diaspora networks as an
additional mechanism and critical layer of interaction between sending and receiving
country.

We conclude that diaspora network effects can help to stem the long run migra-
tion of highly skilled persons, by way of closing the technological gap between the
Caribbean and a typically advanced migrant receiving economy, but this will depend
on improving local conditions for those at home and those who may wish to return or
collaborate through networks. If it is true that migrants do transfer advanced skills to
their country of origin then returning migrants in the local labour market should be
paid above what is received by local residents, a so called wage premium. We
specified and tested an earnings function to determine if returning migrants, who are
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employed in the local labour market, receive such a premium. The results suggest
that returning migrants in Jamaica do receive a premium of 15%. It is reasonable to
infer that this may be due to their superior labour market skills.

1 Introduction

The impact of migration on the economic development of sending countries has
again emerged as an important issue due to the significant outflow of educated
emigrants from developed to developing countries. This is particularly the case for
several Caribbean' member countries of the Caribbean Community and Common
Market (CARICOM) that have had intense skilled migration to the OECD countries.
(See Thomas-Hope 2002; Docquier and Marfouk 2006b).” It is important to note
however, that among Caribbean countries, periods of significant migration have
been associated with deteriorating economic conditions.>

Many Caribbean countries are island economies with relatively small populations
(See Table 1). Table 2 shows rates of emigration in the range of over 80% for
Jamaica, Haiti, Guyana and Grenada for individuals with post-secondary education®
(Docquier and Marfouk 2006a). These rates have remained persistent as is observed
by Cansin et al. (2016) in Table A6 for Haiti and Jamaica.

In the 1970 and 1980s emphasis was on the “brain drain” or negative impact of
migration on sending countries an implication of which was that ways had to be
found to stop the flow of emigration or to compensate for such losses (Grubel and
Scott 1966; Bhagwati and Hamada 1974; Miyagiwa 1991). The general argument
was that the emigration of skilled individuals imposed costs on those left behind due
to a lowering of the returns on capital and other services that were complements to
labour. As a result, the decline in output was larger than what the emigrants would be
paid. As Lucas (2001) points out however, even in this simple scenario some stayers
can gain through lessening of competition with those left behind. At the same time
the overall costs of migration should be modified to account for lack of opportunities

'This paper focuses largely on the countries in the Caribbean Community and Common Market
(CARICOM) which comprises 15 members, two of which, Haiti and Suriname are non-English
speaking. The other members except Montserrat represent the independent states of the English-
speaking Caribbean: Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada,
Guyana, Haiti, Jamaica, Suriname, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines,
and Trinidad and Tobago. There are also five associate members which are Anguilla, Bermuda,
British Virgin Islands the Cayman Islands and the Turks and Caicos islands.

This must be related to the relatively small population size of these countries. For example,
CARICOM has a population of just over 15.8 million with Haiti, Jamaica and Trinidad and Tobago
accounting for a large percentage of the population.

3Alleyne (2017). The Migration of Skilled Workers: How to optimise the benefits for sending and
receiving countries? (Unpublished).

“The selection rates which disaggregate the education level show the highest proportions of
emigrants in the two highest education categories.
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Table 1 Geographic size and population of selected Caribbean countries and per capita GDP

Population,
Area 2016
% of % of GDP per capita, PPP, 2013
Country km? total (000s) | total (current international $)
Antigua and 442 0.07 93 0.23 20,999.00
Barbuda
The Bahamas 13,864 [2.23 393 0.98 23,469.60
Barbados 431 0.07 285 0.71 15,870.50
Belize 22,966 |3.69 367 0.92 8184.10
Cuba 110,992 |17.85 |11,393 |28.45 |20,645.90
Dominica 750 0.12 73 0.18 10,414.00
Dominican Republic | 48,730 |7.84 10,649 |26.59 12,302.00
Grenada 345 0.06 107 0.27 11,656.20
Guyana 214,970 |34.57 |771 1.93 6889.30
Haiti 27,7150 |4.46 10,848 |27.09 |1686.30
Jamaica 10,991 1.77 2803 7.00 8725.80
St. Kitts/Nevis 269 0.04 56 0.14 22,696.90
St. Lucia 616 0.10 186 0.46 10,498.80
St. Vincent and the | 389 0.06 110 0.27 10,548.00
Grenadines
Suriname 163,270 |26.25 |548 1.37 16,273.90
Trinidad & Tobago |5128 0.82 1365 341 33,039.20
Total 621,903 | 100 40,047 | 100 145,172

Source: United Nations, Department of Economic and Social Affairs, Population Division (2015).
World Population Prospects: The 2015 Revision; World Bank World Development Indicators
Database

for some individuals in local labour markets and the stimulus to acquire training due
to the prospects of migration.’

The evidence suggests that despite a significant wage premium paid for skilled
workers in many Caribbean countries, this may not be enough to adjust for unstable
incomes due to macroeconomic fluctuations and rising expectations by those who
are most able to migrate.® The question then is how countries can continue to benefit

SSignificant outflows occurred in the 1980s under a period of structural adjustment and retrench-
ment of workers in the public sector in several Caribbean countries. Tied to this was the
undermining of the public contribution to the national system of innovation and a decline in the
manufacturing sector. In fact, Caribbean economies that have experienced low economic growth
and high unemployment have also experience high rates of migration.

5The World Bank (2005, p. 146) reports that returns to university education was some 21% for
Trinidad and Tobago, 22% for St Lucia, 10% for Guyana and Barbados, 15% for the Dominican
Republic. For post-secondary education it ranges between 10% and 21%. Thomas-Hope (2002)
suggests that the development of transnational family networks also explain the flow of migrants
abroad.
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Table 2 Rates of emigration from Caribbean to OECD member countries by level of education and
the selection rate

Rate of emigration (%) Selection rate (%)

Low |Medium |High |Total |Low |Medium |High | Total
Antigua and Barbuda 9.5 |64.3 66.8 |37.6 |[12.6 |39.1 48.3 | 100
Bahamas, The 2.6 | 104 61.3 |12.0 9.9 |37.7 524 | 100
Barbados 17.7 |28.0 63.5 [323 |18.6 |38.2 433 | 100
Cuba 5.1 |10.1 28.7 |10.5 [20.9 |40.6 38.6 | 100
Dominica 18.7 | 66.7 64.2 |40.8 |[24.1 |38.1 37.8 | 100
Dominican Republic 6.0 |329 21.6 |13.1 [30.8 |42.7 26.5 | 100
Grenada 24.6 |71.1 85.1 |53.7 [20.7 |38.4 40.9 | 100
Haiti 29 304 83.6 |[11.5 |19.7 413 39.0 | 100
Jamaica 155 |35.2 85.1 [353 |195 378 42.8 | 100
Saint Kitts and Nevis 32.3 1425 78.5 494 [20.1 |35.5 44.4 | 100
Saint Lucia 12.1 |21.2 71.1 |23.1 [23.7 |395 36.8 | 100
Saint Vincent and the 18.2 |32.8 84.5 [36.5 [199 |374 42.7 | 100
Grenadines
Trinidad and Tobago 7.7 |21.7 79.3 |252 |12.8 |36.2 51.0 | 100
Belize 7.3 | 582 65.5 [29.0 |[15.1 |435 41.3 | 100
Guyana 17.8 |43.4 89.0 |42.1 |17.8 |379 44.2 | 100
Suriname 39.0 |73.8 479 474 |51.3 |304 18.4 | 100

Source: Frédéric Docquier and Abdeslam Marfouk, March 2005

from this migration process which for small states is considerbale especially since
governments spend a sizable share on eduation (Fig. 1).

The debate over the impact of skilled migration on economic development has
been spurred on by the endogenous growth literature which argues that the presence
of talented individuals creates positive externalities for stayers.” Mishra (2006) has
calculated the losses due to skilled migration relative to remittance inflows using a
methodology which accounts for externalities of skilled emigrant workers. She
concluded that for most Caribbean countries, such losses were significant. The
analysis however, is static and fails to consider the fact that not all migrants are
lost to the economy as many return with enhanced skills acquired elsewhere. There is
also a vast network of unrecorded activity between migrants and their home country
driven by business interests, future relocations plans and more generally circular
forms of migration. Minto-Coy (2011), for example, has examined such relation-
ships within the context of telecommunications-mediated diasporic engagement
(TMDE).

In the recent literature there is an alternative view that the prospect of migration
stimulates individuals to invest in education and training which in turn raises the

"These spillover effects increase with the greater concentration of skilled individuals. James (2006)
and Ricketts (2007) have found significant social returns to education in examining the labour
market in Jamaica.
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Fig. 1 Average education expenditure, 2005-2012 (percent of GNI). Source: World Bank, World
Development Indicators Database

level of local skills (Clemens 2007). Others argue however, that there might be some
threshold level of migration that is beneficial but beyond that the impact may be
harmful since the sending country would be losing skills at a rate beyond which it
can 1replenish8 (Schiff 2006; Stark 2002). The loss of trained nurses and the signif-
icant outflow of trained teachers over time does raise concern about the negative
impact of migration on the performance of the health and educations sectors,
however as ECLAC (2006) shows, some of these factors arise from challenges in
the domestic economy. Nurse (2004) points out that some Caribbean countries are
filling some gaps in the health sector by way of recruiting Cuban health professionals
a phenomenon which has been in practice for some years.

Periods of intense emigration in the Caribbean tend to occur when local conditions
of work and returns to labour deteriorate significantly,” thus the need to create better
local conditions to retain well qualified individuals cannot be underestimated.'® But
there are other factors such as the role of transnational family relationships, circular
migration and the fact that expectations of trained individuals are usually high. Thus,
bilateral policies to help finance local training and explicit arrangements to benefit

8In the case of Guyana there is no doubt that the intensity of migration has impacted negatively on
the quality of governance and economic policy making in general since many older and experienced
individuals have left both the private and public sectors due to migration.

°Alleyne (2017) shows that there is a negative correlation between percapita real income and
migration in the Caribbean.

19This is reinforced when the policies of receiving countries favor immigration.
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from the stock of extra-regional migrants that have formed diaspora communities are
essential not just as a response to migration but as part of a development strategy. The
aim of such a strategy can be to upgrade local skills and expertise and raise the level of
domestic capital in the migrant sending economy."'

In line with this approach, greater emphasis needs to be placed on ways to
leverage the diaspora which constitutes a reservoir of skills, expertise and financial
resources (Marks 2004; Seguin et al. 2006). The so-called diaspora option it is
argued has to be pursued within the framework of local skills creation, institution
building and maintenance in order to benefit from diaspora network effects (Riddle
et al. 2010; Minto-Coy 2016a; Tdube et al. 2013; Brinkerhoff 2016). The paper is
divided into six sections. Section 2 discusses network effects; Sect. 3 examines
relevant theoretical models of migration and development; Sect. 4 develops the
model of migration and network effects while Sect. 5 develops a number of
simulations and carries out a preliminary test of the impact of return migration on
earnings. Section 6 concludes.

2 What Are Network Effects?

Networks are defined as a regular set of contacts or similar connections among
individual actors or groups and networks of highly skilled expatriates are often
called expatriate knowledge networks. Such networks can become an important
means of leveraging the skills, financial resource and reputation of skilled migrants
through connections between expatriates and their countries of origin. Most net-
works have a data base to store members’ data and also serve as a place where
members can look for potential partners in their area of expertise and location. New
forms of network arrangements and activities are also emerging in relation to product
exports from the home country to diaspora communities (Minto-Coy 2016b). These
diaspora networks help to promote and diffuse products faster than the traditional
approaches to entering new markets (Elo et al. 2017). This paper advances the
argument that diaspora network effects can assist in raising the level of domestic
capital, through knowledge exchange flowing from purposeful interaction between
network members'? and their countries of origin.

""Domestic capital is defined as the means of production created within a society (James 2006). This
includes supporting institutions (for example education financial and technical) that expand the
production capabilities of Caribbean society. This is differentiated from imported equipment and
tools which represent capital created elsewhere.

2Meyer and Brown (1999) have identified several types of networks and these are, Student/Scholar
networks, Local associations of skilled expatriates, the transfer of knowledge through expatriate
programs (TOKEN) and developing intellectual/scientific diaspora networks.
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Meyer and Brown (1999) in their study of some 41 networks found that not all
networks were wholly confined to expatriates nationals and in addition members of
networks were widely dispersed in terms of where they were located."?

A great deal of emphasis has been placed on highlighting scientific and business
diaspora networks which seems to be influenced by the Asian-American and Indian
experiences. In the Asian-American example, it was shown that the success of
Taiwan’s information technology sector in the 1980s and 1990s could be attributed
to those communities linking the economies of Silicon Valley and Hsinchu Park
(Saxenian 1999a, b). Meyer and Brown (1999) have done a study of scientific
Diaspora Knowledge Networks (DGNs) and again these are examples of S&T com-
munities developed by expatriate scientists through professional contacts, conferences
and seminars and to their knowledge sharing strategies with counterparts in the
sending country. According to Meyer et al. (2001) such networks have conceptually
subverted the traditional “brain drain” migration outflow into a “brain gain” skills
circulation as they convert the loss of human resources into a remote, although
accessible asset of expanded networks. This shifted the usual thinking about knowl-
edge through returnees in a human capital approach (return option) to a connectionist
approach where social capital, including technical and institutional links become
important (Meyer 2001).

It is unclear whether these specific examples can be replicated in other countries,
but the types of diaspora communities that emerge may reflect the needs of the
countries of origin.'* Thus Brown (2002) reports that while most diasporas operate
in the field of science and technology, the South African Network of Skills Abroad
(SANSA) and the Philippines Brain Gain Network (BGN) are multidisciplinary.'’
The publications by Kuznetsov (2006) and Solimano (2008) have explored complex
ways in which countries have benefited from the talent of emigrants through a
variety of country experiences. The literature suggests that formal network arrange-
ments require a platform through which interaction can occur and often public policy
in the home country can help to facilitate networks and provide the incentives in
priority sectors allowing opportunities for interaction and engagement.

Meyer and Brown report that all the networks had some connection to a govern-
ment institution and that some level of institutional support is necessary to generate
action and concrete activities so that the objectives of the networks can be met.

'3Seguin et al. (2006) have pointed out that while skilled immigrants play a crucial role in fostering
innovation and progress in developed countries their role in contributing to their own countries of
origin is less understood.

'4As an example, professional groups can assist in improving medical and other services by being
offered sabbaticals in their home country. There are also opportunities to provide consultative
services, technology know-how through licensing agreements, the mentoring of startup business
managers and the pursuing of joint business ventures.

130ther well-known networks are the Chinese Scholars Abroad (CHISA), the Colombian network
of scientists and research professionals (Red Caldas) and the Arab Scientists Technologists Abroad
(ASTA).
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Clearly it would be difficult for networks to be effective in a hostile environment in
which the home government is unresponsive.

Among Caribbean member states there has been a great deal more emphasis on
developing arrangements to facilitate the easy entry of members of the diaspora who
wish to return permanently Most of the countries have a department to help facilitate
the entry of returning migrants through their Ministry of Foreign Affairs and Foreign
trade or through Customs. Jamaica has the Returning Residents Facilitation Unit and
as early as 1993 there was the development of a Returning Residents Charter. In
1996 Barbados established the Facilitation Unit for returning nationals within the
Ministry of Foreign Affairs. Guyana has a similar unit and they, apart from
processing applications from returning residents, provide information on duty free
importation for household and other personal effects with stipulations. St. Kitts and
Nevis has a secretariat for returning nationals. This may be a limited strategy
however, since many migrants may prefer the flexibility of movement back and
forth between sending and receiving countries.

In recent years the role of the diaspora in national development has been a
prominent feature of national discussion.'® Several conferences and engagements
have emerged including a regional conference on the diaspora, however, much of the
early activity took place through the Ministries of foreign affairs.'” To date there has
been a broader national approach to embrace the important Ministries of health,
labour or the higher education institutions.'®

The experience among Caribbean countries has so far been mixed in relation to
integrating the role of the diaspora in development. There is some evidence that there
are developing networks in the Caribbean many of which focus largely on philan-
thropic assistance and respond in instances of natural disasters.' The countries that
have significant diasporas have sought to engage them in a variety of ways. For
example, in 2001 several members of the diaspora in Dominica met in New York for

'®Caribbean countries exhibit different levels of awareness of the diaspora. As early as 1995 Haiti
established a Ministry of Diaspora Affairs. The Dominican Republic has a General Migration
Division and publishes monthly migration data. Antigua has a Diaspora Bureau and St Kitts and
Nevis has a Secretariat for Returning Nationals. St Vincent and the Grenadines has allowed its
diaspora to participate in the local National Insurance Scheme.

7In 2007, the “Caribbean Conference on the Diaspora: A 2020 Vision” marked the beginning of a
regional effort to address the diaspora’s role in regional development and to discuss how regional
action could address the flow of skills out of the Caribbean.

"®nterestingly while the CSME has emerged as a response to meeting the challenges set out above,
at the moment there is only limited movement of persons with certain skills but no attempt to
embrace the movement of the diaspora regionally. Most of the initiatives have been at the national
level and this may reflect different perceptions of the importance of the diaspora to national
development (Michael Reis 2007).

!9The Caribbean diaspora has been active in sending remittances. They have also assisted at times
of natural disasters and in rendering philanthropic assistance through hometown associations and
associations of nurses and doctors. In a study of such associations for Guyana, Orozco (2004) noted
that there were about 200 such associations.
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the first “Dominica Diaspora in Development” (DAAS) conference. Two years later
another conference was held in Dominica. This came on the heels of the setting up of
the DAAS Dominica Academy of Arts and Sciences and a skills directory, plus an on
line magazine. The Regional Integration and Diaspora Unit of the Office of the
Prime Minister, in collaboration with the Ministry of Employment, Trade, Industry
and Diaspora in 2013 hosted the second Dominica Diaspora Entrepreneurship
Forum. One of the main objectives of this forum is to encourage overseas based
nationals to invest locally in priority areas.

Haiti launched in 2016, the Diaspora Challenge Initiative aims at leveraging ideas
about potential development concepts among members of the Haitian Diaspora looking
for opportunities to contribute to Haiti’s development. The initiative is carried out by
The National Alliance for the Advancement of Haitian Professionals (NAAHP) in
collaboration with the EDEM Foundation, GRAHN-USA, and the Society for Haitian
Research. This is funded by United States Agency for International Development
(USAID), and is part of the broader Leveraging Effective Application of Direct
Investments program (LEAD) implemented by the Pan American Development Foun-
dation (PADF).

Countries such as Jamaica and Guyana have made significant efforts to engage
with their diasporas (Minto-Coy and Elo 2017).

Jamaica has set up the Diaspora and Consular Affairs Department in the Ministry
of Foreign Affairs which meets every 6 months and this resulted in the first biennial
conference on the diaspora in 2004, with the third held in 2008. An outcome of the
conference was the creation of a national diaspora website, the designation of June
16th as National Diaspora day and the creation of a national Diaspora Advisory
Board and later a Foundation. The Jamaica Diaspora Foundation is housed at the
Mona School of Business on the UWI campus and functions as a research institute
and a coordinating center for diaspora resources. This foundation will maintain
nonprofit non-government status. Since then there have been four other conferences
with the latest in 2017.

Guyana has pursued a similar focus with the so called “presidential summit” on
private sector development held in 2006 in Guyana, in which the role of the diaspora
was highlighted. Some of the concrete programs to be pursued were the development
of development of joint business councils between local and diaspora business
community, the mobilisation of professional associations and the establishment of
a joint public and private sector committee to explore links with the diaspora. The
emphasis was also on trust which looms large in a multi-racial society. In 2017
another major conference was held in Georgetown, sponsored by the University of
Guyana, to engage the diaspora. The conference covered a range of issues including
diaspora investment and there was a commitment from the University of Guyana to
set up a Diaspora Engagement Centre.”"

20Some of the objectives of the Centre including a data bank was an objective of the 2006
conference.


http://dci.naahpusa.org/
http://naahpusa.org/
http://leadinvestmentshaiti.info/
http://leadinvestmentshaiti.info/
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The other extreme is Trinidad and Tobago which is a petroleum based economy
that has experienced the most robust growth in the region and has a relatively large
diaspora.”' However, Trinidad and Tobago has encouraged immigration to meet the
demand for critical skills and there is no explicit diaspora policy.*

The renewed enthusiasm in the region towards the diaspora must be tempered by
first consideration of what the diaspora can deliver and secondly what changes are
necessary to augment such engagement. It is also important to recognize that there are
vast networks of informal relationships, driven by familial, religious, business and
other ties, which help to deliver goods, services and investment to the Caribbean but
are usually not properly addressed through official channels. Indianna Minto-Coy
(2016a) has posited the case of networks which help to establish local businesses
abroad and cite the case of the Jamaica National Building Society that offers financial
services to local communities abroad. While this is not the central focus of this
presentation the role of networks in this regard can be very powerful for developing
local firms export capacity. The next section examines how the formal literature treats
the benefits of migration and proposes an approach that incorporates diaspora network
effects.

3 The Review of the Formal Migration Modelling
Literature

This paper presents a formal model that shows how diaspora network effects can
raise the level of domestic capital. While in the literature emphasis is placed on
‘scientific diaspora’, we argue that scientific communities offer only one aspect of
knowledge transfer. For this reason we employ the concept of ‘network effects’ as
the transmission mechanism for ideas, entrepreneurship, information and resource
transfer to the domestic economy. Strong networks help to create greater opportu-
nities for such transfers and in our analysis, we assume that network effects are a
quasi-public good that could be strengthened by complementary local and regional
policies.”® The paper does not follow the technology diffusion literature along the
lines developed by Lodigiani (2008), rather the emphasis is on how network effects
help to build domestic capital and what are the effects on migration. We also differ
from the work of Stark et al. (1997), Dustmann and Weiss (2007) and Dos Santos
and Postel-Vinay (2003) who attempt to deal with improving local domestic capital

2! According to Michael Reis (2007) some 300,000 migrated between 1945 and 1990.

2Trinidad and Tobago has also made tertiary education relatively free in order to generate the
required skills and has developed many technical institutions to meet the needs of the booming
petroleum sector.

2 Examples of how strong network arrangements can be effective are the coordination of special
bond issues for infrastructural projects, the coordination of efforts with international donor agencies
to use experts of domestic origin in place of foreign consultants to reduce costs in domestic
development and strengthening ties with home communities where this is possible.
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through return migration. We argue that return migration is just a special case of a
much broader set of benefits that can accrue from migration if account is taken of
network effects.

Stark et al. (1997) sets out a two period model in which there are two sets of
migrants, those that have low skill levels and those that are highly skilled. Migrants
discount foreign income and employers abroad through screening mechanisms take
some time to distinguish between the two groups so both types of individuals receive
the same average rewards initially. However, over time the potential of both groups
is discovered and low skilled workers are paid less than high skilled workers. High
skilled workers will remain abroad if the discounted wage in the second period is
greater than wages at home. Stark assumed than low skilled workers will return and
augment local domestic capital but are the worst of the best in terms of skill levels. In
effect, they have not done well abroad. The reason is that the average wage of low
skilled workers abroad may be lower than the expected returns in the home country
and this prompts return. This is a highly restrictive assumption since low skilled
workers may have multiple jobs and in some cases may still be better off** relatively
to having less than full employment in their country of origin.

Dustmann and Weiss (2007) pursue a different line of enquiry. In their model
migrants have a taste for local consumption and thus the location of consumption is
important. At a certain point the migrant may return to the sending country because
the migrant can consume more locally where the migrant has a higher marginal
utility in the home country and consumption costs less. Dustmann and Weiss (2007)
thus introduce an additional basis for return migration which again helps to augment
local domestic capital.

They further introduced heterogeneity of skills into the analysis to show that
some migrants may have skills more appropriate to their country of origin and thus
return to deploy those skills there and receive higher returns than in the receiving
country.25

Dos Santos and Postel-Vinay (2003) also developed a model of temporary
migration as a means of improving the domestic capital base (the technology gap)
between sending and receiving country. Temporary migrants help to improve local
domestic capital and raise the returns to labour. One prediction of the model is that as
the technology gap between sending and receiving countries closes, the share of
permanent migrants in the population should decline. We argue that the emphasis on
return migration is just one consideration in small economies with limited capacity to
absorb the range of skills which migrants may have. Such models also fail to exploit
the myriad ways in which migrants can engage the local economy to transfer skills.*

24Such a restriction can be relaxed in subsequent analysis.

ZInterestingly, they also account for remigration of individuals who may return to the local
economy.

26 At the level of investment there could be joint ventures between migrants abroad and local
partners without the issue to return migration being the trigger. In addition, scientific collaboration
can be pursued successfully without the trigger of return migration. Migrants abroad can also lobby
for home country benefits in their own jurisdictions and they can be important as reputation
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This paper modifies the Dos Santos and Postel-Vinay (2003) framework to account
for diaspora network effects and shows that their result represents a special case, thus
only the key features of the model are identified. More importantly, while there is a
rich literature discussing the importance and impact of network effects (Tung 2008;
Kuznetsov 2006; Kuznetsov and Sabel 2006; Solimano 2008) to sending countries,
this paper adds to that literature by examining, within a formal modeling framework,
its long term effects on various forms of migration.

4 Theoretical Model

We assume a two-country model labeled by S and U representing the sending and
receiving country respectively, with the usual assumption of an overlapping gener-
ation of two period lived individuals.?” Production is a function of two inputs, an
amount of labour L and an amount of specific stock of knowledge that will be
referred to as domestic capital. The stock of domestic capital available at time t in the
receiving country U(R) is denoted as u,(r,) and the output is simply the stock of
knowledge raised by the amount of labour.

We make the assumption as is common in the catch up and convergence literature
that country U is more advanced than country S. We follow Dos Santos and Postel-
Vinay (2003) and assume that if both countries are in autarchy then country S
remains at some initial level § while country U growth at the rate 1, . 4/rr=1+ g
where g is exogenous. To simplify the analysis the sending country is assumed to
have no growth effects of its own initially.”®

In terms of preferences, it is assumed that agents have identical preferences which
are independent of their country of origin and that there is no transference of wealth
over time, thus as in Dos Santos and Postel-Vinay Eq. (1) current consumption is
equal to current income.

In terms of migration choices, individuals can remain at home, or migrate. If they
migrate then they improve their stock of knowledge due to being in an advanced
society with a higher stock of public knowledge and opportunities for training.>” The
idea is that there is knowledge gathered through learning by doing and that

intermediaries in the development of trade relations. These multiple means of engagement presumes
that there are webs of networks either for communication or collaboration which can be organized.
>The model assumes that sending country individuals are endowed with a unit of labour L = 1 and
that preferences are identical and independent of country of origin. It is also assumed that there is no
discounting of future income so current consumption is equal current income. The utility function is
this U(cy c2) = Incy + Inc, (Dos Santos and Postel-Vinay 2003).

8This assumption though unrealistic would imply that if local growth effect were complementary
with network effects the gap between developed and developing country should close faster which
means that creating an enabling environment is important.

*In some cases migrants skills and expertise are undervalued due to lack of mechanisms to properly
evaluate their training received in their home country.
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knowledge acquired is an increasing function of the technology gap between the two
countries as defined by r, and s,. Thus, there are no more effects if the technology gap
is closed; that is there are no more knowledge effects if the developing country
overtakes the developed country over time. Thus, the migrant’s labour endowment is
augmented by 1 + h(s/r) with h(.) < 0, and h(s/r) = 0 whenever s/r > 1.

Dos Santos and Postel-Vinay (2003) introduce the idea of immigration costs ¢
through the term (1 — e)c which says that if expected incomes were the same in both
countries would be migrants would remain at home. Another interpretation is that ¢'
is a learning ability or the length of time a migrant spent learning abroad. Thus it may
reflect the quality of the migrant in terms of learning ability and thus a propensity to
migrate. Implicit in this interpretation is that the most able migrants leave first and
the least able return which is not necessarily the case.>’

We define N, as the network effect which can be augmented through explicit
policies and arrangements for collaboration between migrants abroad and individ-
uals and groups in the home country. N, is assumed to be a positive function of the
technology gap and for the moment bounds are not placed on N. The implication is
that learning effects can occur even without return migration.>’ We will show that
when we include network effects, return migration as the source of knowledge
diffusion is a special case of a much more general relationship between individuals
in the home country and migrants abroad.

4.1 The Choice of Migration

Given the choice of migration individuals can remain at home in country S in both
periods (sedentary individuals) with utility InN¢s;, In N; ; 18 1 1. Those who remain
however are affected positively by network effects N depending on the strength and
nature of the effects. Alternatively, agents can migrate in the first period and return in
the second or alternatively, migrate permanently in either of the two periods. Thus,
the instantaneous utility of a second period migrant is In[(1 — €'). r, . 1] while that of
a temporary migrant is In[(1 + h(w,)). Nis;] and that of a permanent migrant is In
[(1 — e'). (1 + h(wy). 1], where w, = s/r, the inverse of the technological gap.

These conditions on preference and technology now allow for the setting out of
the lifetime utility of individuals. Thus Egs. (1-4) set out the lifetime utility of
sedentary individuals (those that do not migrate), second period migrants, temporary
migrants and permanent migrants.

30J0hn Small (2006) point out that in the Caribbean context, there are many reasons why migrants
return. Among the reasons are those who have retired, some who have failed, those who desire to
contribute to development, some who have achieved their objective abroad and those who are
multiple returnees as part of circular migration.

3IThe way N, is modeled, in this study, the effect only flows from developed to developing country,
however this need not be the case as it could be bidirectional and endogenous.
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For persons who do not migrate, sedentary individuals (SI), the utility at t is
U (') =InN,s, +InN;j1841 (1)
While the utility of the second period migrant (O) is
UL (e') = InNys, +In [(1 — €)1 (2)
And that of a temporary migrant is
UtT(ei) =1In [(1 - ei).r,] +1In[(1 4+ A(w))Npi18e41] (3)
Finally, the utility of a permanent migrant is
Utp (ei) =In [(1 — ei).r[] +1In [(1 — ei).(l + h(W[)>rt+1} (4)

Of the equations set out above only Eq. (4) for permanent migrants is similar to
that of Dos Santos and Postel-Vinay (2003), all the others have been augmented by
the network effects. Where individuals finally reside will depend on a comparison of
the choices above and points of indifference taken pair wise.

The cutoff types can be defined below as follows:

Sedentary individuals SI and temporary migrants:

wiN;

UM =0 (e7) & 57 _1—m (5)
Temporary permanent migration:
Ul(elf) =Uf(elf) & eli =1 Nyawin (6)
Sedentariness and second period migration:
USS =U2(e3P) & e3P =1 — Nyawia (7)

And finally, second period and permanent migration:

SP_q_ WilNiwi 1N1

UtsP = UtP(etSP) < & 1+ h(w,) (8)

In each instance, the points of indifference have been augmented by the network
effects. In addition, the threshold values depend on the income gap and the network
effect and thus may change over time in response to both.

The results in Egs. (5)—(7) are interesting since by augmenting the respective
values by the network effects the migration propensities are much smaller than in the
original values without the network. These equations are the threshold types of
agents and show the indifference between different types of choices.
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Comparing the various turning points the most interesting result occurs when
1 + h(w) > w¢w, , 1. Under these conditions within the interval [0 1] there are
several rankings of migration states. For example when “P>T>SI”, this means that
agents within the interval [0, etTP} prefer permanent over temporary and sedentary
migration. Temporary migrants fall within the interval 3T — e:rpl and finally agents
in the interval 1 — e or those having the lowest propensity to migrate will be
sedentary. While it is probably true that migrants with high learning abilities might
have a higher propensity to migrate relative to others, the network effect implies that
local skills may be raised through networks and in addition migration propensities
may be lowered.

4.2 Knowledge Spillovers and Networks

We argue that knowledge spillovers occur as a result of multiple processes of which
return migration is just a special case in the migratory process. Information technol-
ogies allow information flows and learning by doing can take place even without
significant flows of return migration. The argument here is that N, captures these
additional effects. Under the conditions of the model, N, is assumed to be bounded
such that 1 < N, < %

The process of knowledge diffusion assumes that next period knowledge stock is
equal to the current period percapita output and thus additional output is attributed to
return migration and network effects. This is not the only way to write this relation-
ship but to maintain comparison with Dos Santos and Postel-Vinay (2003) we
employ a similar setup as follows:

N (1 —e’T) + (1 —e3T)} + [+ h(wiq)]. (e — )
(1 o elSIT) 4 (1 _ etTP)

©)

Tl = Ty

In the long run when the variables are growing at the same rate the steady state
equation can be shown to be as follows: (This is derived in Appendix)

2(N — 1) + h(w)?

2 +h(w) (10)

g:

When N = 1 the results by Dos Santos and Postel-Vinay (2003) are a special case
and when N > 1 network effects become very important as N can be large. The
solution to Eq. (10) is a quadratic equation which solves for

1
h(w) =3 (g+ V2 +8(g— (N— 1))), where g > N — 1 by assumption.*” If

this condition holds then the function is maximized at a higher point relative to an

32The issue of model stability is not investigated.
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economy relying wholly on return migration for knowledge spillovers under which
N = 1. Under the long run condition w, the technology gap is a declining function of
the growth rate of g, thus there is still some technology gap but it is rendered much
smaller under conditions of network effects.

5 Simulations and Preliminary Testing

The model was then simulated to compare the special case of return migration
relative to additional impact arising from diaspora network effects.* If we assume
that the growth rate in the foreign country is 3% and that h(w,) = — .5 In (w)), a
numerical simulation of the model yields the patterns given on Fig. 2. The panel on
the top left of figure two shows that the cumulative effect of return migration plus
network effects, helps to close the technology gap through knowledge transfer. This
causes workers to emigrate less and less, (top right and bottom left panels) and the
share of permanent migration in the total mass of migration falls (bottom right)
panel. The results are shown with and without network effects.

The greatest impact of the diaspora effect is the decline in permanent migration.
These results raise a number of issues and present a number of testable hypotheses.
The first is whether diaspora effects are motivated by the technological gap or
whether improved local conditions encourage migrants abroad to participate in
raising the level of local domestic capital. Secondly, is it realistic to expect signif-
icant return migration in small open economies, especially among the most gifted
individuals, without significant improvement in local conditions? In addition, given
the returns in receiving countries it may be difficult to create the incentives necessary
to attract those individuals that can have the most impact on local development.*

We are not aware of any aggregate data sets available at the moment to test the
network hypothesis for the Caribbean, however, if we can show that return migrants
receive a wage premium in local labour markets this would be prima facie evidence
that migrants have superior transferable skills. A test of the impact of return migrants
in the local labour market was examined for Jamaica using the 2001 census data. The
model used was a hierarchical earnings function(accounting for individual and
occupation effects) with a dummy variable representing marginal labour market
returns with respect to migrants returning to Jamaica (Hox 2002). If the dummy
variable is positive and significant it means that returning migrants are paid a

*3The simulated function w, is slightly different from that developed by Dos Santos and Postel-
Vinay (2003) but the basic results are the same. The growth rate of g is 3% and the network effect is
7%. The actual parameters used and the model set up can be gotten from the authors on request.
3*The evidence is unclear as to whether improved conditions in China have helped to generate
interest in investments from the Chinese diaspora. Kristian Thorn and Lauritz Holm-Nelson (2008)
have argued that it is no surprise that the most successful cases of return policies are found in
countries such as Singapore, South Korea and Taiwan, countries with S&T and advanced industrial
sectors.
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Fig. 2 Simulation results

premium above that of others in the domestic labour market, presumably due to
superior skill. This would imply that migrants are likely to transfer superior skills
through interaction with individuals in their country of origin. The variable of
interest is called “migrant” in the regression equation.

The model is defined in Eq. (11) as follows:

Yij = Boj + ) Bikije + (HljZJ+H0j+Sij) (11)

Where Yj; is the natural log wage of individual i in occupation j; Xjj, kth
explanatory variables, including the dummy variable for the returned migrants,
which varies between individual i (hierarchy 1) in occupation j (hierarchy 2). The
Variable Z; captures the random impact of returned migrants on earnings at the
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occupational level. The last two terms are the occupational and individual level
residuals respectively.

The hierarchical framework helps to disaggregate the variance and nests catego-
ries that are natural clusters.>> Thus, individuals are clustered within occupations and
firms. The results suggest that returning migrants receive additional returns of 15%°
for their skills and there is some small impact due to the random distribution of such
individuals (Table 3). The overall variance attributed to the random effects of
returned migrants was 6%. This is not surprising given that for the census the
percentage of individuals with university education and other tertiary education, in
the Jamaica population was 2.6% and 5.31% respectively, while for returning
migrants it was 12.09% and 10.39% respectively.’’ In terms of the labour force
while the national averages were 5% and 9% for university and other tertiary
educated individuals respectively, for the returning migrants they were 22% and
15%. Examples of higher returns for returning migrants were also found in other
countries. For example, Co et al. (1998) using the Hungarian Household Panel
Survey, found large differences in the human capital returns to foreign experience
across gender and among host countries in which the human capital was acquired.
Barret and O’Connell (2000) with respect for Ireland, found that male returning
migrants received a premium of between 10 and 15% but they did not find any
premium for women.

6 Conclusion

This paper argues that it is likely that skilled migration will continue to be encour-
aged by the OECD countries and developing countries like those of the Caribbean
must seek to benefit from such migration. Since migration is an integral aspect of the
experience of small island economies policies must be developed to benefit from the
skills and expertise, which migrants acquire in receiving countries. While there is a
great benefit in encouraging return migration the vast majority of migrants may
remain abroad. For this reason, programs and policies that encourage the continual
engagement of Caribbean migrants with their countries of origin through diaspora
networks, will help to raise the levels of local skills and expertise.

This implies that policies towards migration must be addressed as part of develop-
ment policy. Such policies would imply two strategies. The first is making significant
domestic changes that would allow for greater interaction between migrants abroad
and the domestic economy. That means encouraging and deepening existing diaspora

Mo

3The formula for the desegregation for the variance is pzi =5
R Uil o o

The random occupations

contribute some .224%.
*This variable has as statistically significant value of 4.96 in the Z column.

3"When asked what they returned to Jamaica 18.68 said retirement and 48.6% said that Jamaica was
home. Some 30% of migrants were from the UK and 44.25% from England and 8% from Canada.
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networks. Secondly, sending countries should pursue such arrangements that address
the low returns migrants receive, due to failure of employers in receiving countries, to
properly evaluate the quality of skills and expertise they possess. This constitutes a less
than optimal return on investment for migrants or sending countries if part of that
investment is publicly funded (Alleyne 2009; Batalova et al. 2016). While this is not a
direct implication of the model, strategies that improve the welfare of migrants will
result in greater benefits to sending countries.

The model results also suggest that diaspora network effects can help to stem the
long run migration of highly skilled persons, by way of closing the technological
gap, but this will depend on improving local conditions for those who may wish to
return or collaborate through networks. While we were not able to test for the
aggregate impact of network effects on the economic development of sending
countries, we determined that migrants do possess superior skills that are transfer-
rable. The empirical evidence for Jamaica suggests that return migrants are paid a
premium of 15% above the average wage in the labour market. In this case it is
reasonable to infer that this is because of their superior skills.

Appendix

Equation (9) can be expanded to get
(14 g)wer
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A Taste of Home: The Nostalgia Trade )
and Migrant Economic Transnationalism | @&

Manuel Orozco and Julia Yansura

Abstract This chapter offers an analysis of economic diasporas by presenting a case
study of the nostalgic trade. The chapter shows that migrants consume home country
goods in ways that represent a substantive form of transnational engagement, with
economic and business benefits for home and host countries. In doing so, they
contribute to further integrating the global economy. This chapter considers the
cases of the Albanian and Salvadoran diasporas in the United States, which offer
different perspectives on the opportunities and challenges related to the nostalgia trade.

1 Introduction: Migration, Trade, and Transnationalism

This chapter offers an analysis of economic diasporas by presenting a case study of
the nostalgic trade. The chapter shows that migrants consume home country goods in
ways that represent a substantive engagement, with economic and business benefits
to home and host countries. In doing so, they contribute to further integrating the
global economy.

This chapter considers two case studies that offer different perspectives on the
opportunities and challenges related to the nostalgia trade. The case studies shed
light on the demand for and distribution of home-country products, as well as on
economic impacts for home and host countries. One case focuses on the Salvadoran
migrant community, which is a large and well-known diaspora group residing in the
United States. The second one, lesser known, is that of the Albanian diaspora, a
smaller group mostly concentrated on the East Coast of the United States. Like the
Salvadorans, the Albanians maintain deep ties with their homeland.

In the case of the Salvadoran diaspora in the United States, survey data suggests
that 90% of Salvadorans are spending over $130 a month on goods from their home
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country. Moreover, a mapping of businesses offering these products suggests a
thriving marketplace with a fairly wide variety of products available. In many cases,
these products are distributed and sold by small businesses owned by Salvadoran or
other Central American immigrants. The economic impacts of this trade are substan-
tial, and could be further leveraged for development via specific policies or programs.

In the case of the Albanian diaspora in the United States, the demand for home-
country products is robust, but not met by a fully developed supply chain. Nearly
half of Albanians in the U.S. report difficulties in finding their favorite Albanian
products, even including very common products. Moreover, though 60% of foreign
born Albanians in the U.S. say they buy imported Albanian products, visits to local
businesses and suppliers suggest that many of the items being purchased are Balkan,
Turkish or European more broadly, and not in fact Albanian. In this sense, demand
for home-country products is limited by a weak export and distribution network that
faces numerous business and logistical challenges.

Side by side, the two cases studies offer insights into the challenges and opportu-
nities of this specific type of diaspora engagement for business, trade, and economic
development.

2 About Migrant Transnational Economic Engagement

One important facet of migration is the linkages that migrants establish through what
we call transnational economic activities.' Broadly, these activities include

¢ Money transfers (family remittances),

* Entrepreneurship,

* Capital investment,

* Philanthropy,

e Consumption of home-country products, and
* Knowledge transfer.

These activities occur in relationship to different spaces, namely, activity related
to the host country, to intermediation, and to the home country.

These activities and spaces directly relate to development insofar as they help
create or strengthen assets in both host and home country. With regards to the latter,
as Minto-Coy notes, “the diaspora (is) a key resource and route towards participation
and enhanced competitiveness in the global economy for firms originating in
countries of origin. This is particularly useful for businesses generally, but more

"For more information, see Orozco, Lowell, Bump and Fedewa, “Transnational Engagement,
Remittances and their Relationship to Development in Latin America and the Caribbean,” Institute
for the Study of International Migration, Georgetown University, 2005. Available at https://goo.gl/
j680Vn
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specifically for firms from small and developing nations who have traditionally
found it difficult to internationalize, diversify, and identify ‘new’ markets.”

Financial access and market access are critical to this process. Their efficient
performance ensures the success of the value chain. In addition, along the lines there
are various players or stakeholders that intervene to further improve or enable the
development impact of these activities by facilitating financial and market access
within the value chain. As Riddle, Hrivnak and Nielsen note, “transnational
diasporan entrepreneurs often must navigate between starkly different institutional
and business environments, particularly when the COO is in an emerging market and
the COR is a developed country. While starting any new venture is challenging,
simultaneously establishing and running operations in two locations is even more
time consuming, exhausting, and risky for the entrepreneur.”” In light of these
challenges, various forms of support can help strengthen international linkages and
can enable greater development impact.

As mentioned in the list above, the two most substantive areas of engagement are
sending remittances and purchasing home-country products, a practice which is
known as the “nostalgia trade.” These areas are substantive both in terms of their
prevalence and the scale of their economic impact (see table below).

In this chapter we take a closer look at the role of nostalgic trade in transnational
economic engagement as a way to characterize and analyze its patterns. The per-
centages shown in the table are estimates based on extensive previous research with
migrant populations in the United States (Table 1).

Within the range of transnational activities presented here, this chapter focuses
specifically on the nostalgia trade and its impacts for migrants, businesses, and
economic development. The chapter begins by defining the nostalgia trade and
elaborating on the methodologies used. It then presents two case studies, El Salvador
and Albania, considering the nostalgic trade from the perspectives of migrant
consumers, diaspora businesses, and economic development more broadly.

3 The Nostalgia Trade

The demand for home-country products reflects memory, nostalgia, and a strong
sense of transnational identity.

Migrants purchase a wide range of things from their country of origin, from
clothing and books to artwork and food, especially food. For migrants, being able to
purchase these products—be it cheese, beer, spices, candy or tea—is to have a taste

’Indianna D. Minto-Coy, “The Role of Diasporas in the Growth and Internationalisation of
Businesses in Countries of Origin” in Diaspora Business, Maria Elo & Liesl Riddle (eds.), Oxford,
UK: Interdisciplinary Press, 2016. Available at https://goo.gl/Wrlgko

*Liesl Riddle, George A. Hrivnak, and Tjai M. Nielsen, “Transnational diaspora entrepreneurship in
emerging markets: Bridging institutional divides,” Journal of International Management 16, 2010.
Available at https://goo.gl/vCvomQ


https://goo.gl/Wr1gko
https://goo.gl/vCvomQ

82

Table 1 Migrant transnational economic activities

M. Orozco and J. Yansura

Adult Host country Intermediation | Home country
Economic migrants
activity participating | Activity associated with
Family 60-80% The decision to The work of The effects of remit-
remittances remit a share of the | remittance tances on household
workers’ income service economics for the
providers recipient family
Nostalgia trade | 80-90% The consumption | The supply The production
of home-country chain of chain of home
goods, including products and | country goods
but not limited to | services
foods
Philanthropy 10-20% Fundraising, dona- | The method of | The funds received
tions for charitable | donating and projects
causes in migrants’ implemented
home towns
Entrepreneurship | 5-10% The decision to cre- | The enabling | A micro or small
ate or maintain a environment enterprise created by
migrant owned to create a an immigrant or
business business family member in
homeland
Investment 5-10% The capital for a The invest- Allocating capital for
particular invest- ment a particular asset or
ment or business environment venture in the
venture hometown
Knowledge 5% Sharing information | The institu- The methods to share
transfer and skills acquired | tions building | information, knowl-
as development skills or shar- | edge and skills that
tools ing enhance local and
knowledge national
development

Source: Orozco, Manuel. Migrant Remittances and Development in the Global Economy. Boulder:
Lynne Rienner Publishers, 2013

of home while they are living far away. When asked, migrants will say that they
purchase these products because they like the flavor, the quality, and the connection
to where they are from.

By home-country product or nostalgic product, we refer specifically to those
goods that are manufactured in the homeland, not to nostalgic products that are
manufactured in the United States. For example, migrants may buy tortillas or tea
made in the United States and in the homeland, but the question explicitly refers to
only those products that were manufactured in the home country and then imported.

Digging deeper, we find that these products are available via a network of
importers, suppliers, and small businesses that function via numerous transnational
linkages. Moreover, the economic impacts are substantive and extend all the way
from the communities where migrants live and shop to the countries and/or regions
where they are originally from.
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However, the nostalgia trade is not without its challenges. There may be issues
related to informality, quality control, international shipping, and even accurate
labeling. Diasporas that are small, or populations that are geographically remote,
may have difficulty establishing or sustaining access to supply chains. In some cases,
migrants cannot find the products they want, or have to go to great lengths to find
them, including bringing things back in their suitcases when they travel home.

4 The Nostalgia Trade: Research Methodology

Simple observations show that migrants purchase specific, imported products from
their home countries. However, in order to truly understand this phenomenon, it is
important to more precisely quantify the size, scope and impacts of the nostalgia
trade. In this sense, migrant survey data, import/export records, and business site
visits serve as important methodological tools. In our research conducted for this
chapter, we triangulate original survey data, original fieldwork with diaspora busi-
nesses, and official import/export data.

Original Survey Data Migrants often purchase and consume these products with
little thought to their economic impact or value; they are simply normal, daily foods
from the corner grocery; people like how they taste and how they remind them of
home. However, with nearly 90% of migrants each consuming over $1000 a year in
imported, home country foods, the value of this trade is significant. The following
table shows survey data from two surveys conducted, the first in 2008 and the second
in 2014. Survey data sheds light on the prevalence of this type of transnational
engagement, as well as the types of products purchased. It can also help to estimate
the dollar value of these purchases (Table 2).

Original Fieldwork with Diaspora Businesses Site visits to businesses selling
nostalgic products can offer additional insights. These nostalgic businesses have
an economic impact in the local economies of the communities where migrants are
living. Nostalgic businesses are in most cases small, family-owned businesses that
generate jobs for migrant entrepreneurs and their employees. They also generate
employment indirectly in areas such as shipping and trucking. Visits to these
establishments can help to assess how accessible, affordable, and widely available
home-country products are. They can also help to provide supply-side corroboration
of the trends identified from the consumer side in the previously-mentioned migrant
surveys.

Import/Export Records Finally, the nostalgia trade, which amounts to billions of
dollars a year in exports, also has considerable economic impacts in migrants’
countries of origin. In order to estimate the products being exported, as well as the
economic value of these exports, import-export data can be used in conjunction with
migrant survey data and business observations. There is a steady, growing demand for



84 M. Orozco and J. Yansura

Table 2 Percent of migrants consuming nostalgic goods

Consumes home-country Consumes home-country
products (U.S. Nationwide, products (Washington DC,
Characteristics 2008) 2014)
Generation | 1st generation | 89% 88%
migrant
2nd or 3rd N/A 92%
generation
migrant
Gender Female 91% 96%
Male 88% 83%
Citizenship | U.S. Citizen 90% 95%
Not a 89% 84%
U.S. Citizen

Source: Surveys of Migrants, Inter-American Dialogue, 2008 and 2014. Sample size of 1300
migrants for 2008 and 105 migrants for 2014 (For the 2008 survey, the following migrant
nationality groups were included: Bolivians, Colombians, Dominicans, Salvadorans, Ethiopians,
Ghanaians, Indians, Mexicans, Nigerians, Paraguayans, Filipinos, and Hondurans. The 2014 survey
included Central American, South American, Caribbean, Asian and African groups. Salvadorans
were the largest single nationality group represented)

specific, relatively high-quality products* that encourage economic diversification and
growth. In many cases, migrant consumers demand specific, niche goods that are not
among a country’s most common exports. As a result, the nostalgia trade encourages a
diversification of production and exportation that can have positive economic effects,
particularly for countries that are oriented around a single commodity export.

In the following cases, these sources are used to explore the nostalgia trade for
migrants from El Salvador and Albania who are living in the United States. The two
cases offer interesting similarities, but also important differences.

5 The Case of El Salvador

The Salvadoran case presents an example of a well-developed nostalgic trade, with
90% of Salvadorans each spending over $130 a month on goods from their home
country. This demand is met by a thriving network of businesses in the immigrant
community that import, distribute and sell Salvadoran and other Central American
products. This section presents the case of the Salvadoran nostalgic trade, focusing
on migrants, diaspora businesses, and opportunities for economic development.

“These products are high-quality both in the sense that quality is the first consideration of migrant
consumers, and in the sense that stringent quality controls are in place for food products entering the
U.S.
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Table 3 Migration from EI Salvador

Indicator 2010 2011 2012 2013 2014
Total Salvadoran migrant 1,015,479 | 1,047,034 |1,121,904 | 1,149,006 | 1,163,943
population (stocks)

Estimated annual border 34,619 35,694 38,247 42,435 44,676
crossings into U.S.

Source: Orozco and Yansura, “A New Strategic Approach for El Salvador’s Economic Develop-
ment Challenges,” Voces Blog, Inter-American Dialogue, February 11, 2016

5.1 The Salvadoran Diaspora in the United States

Because of poverty, transnational links and social and political tensions, many
Salvadorans have migrated in search of better opportunities abroad. Migration is
the byproduct of push factors associated with violence and limited economic oppor-
tunities in a context where jobs are mostly informal, low-paid and unskilled. Pull
factors such as transnational family networks and demands for low-paid foreign
labor (a Salvadoran in the U.S. will make 12 times more than what he or she makes
in El Salvador) also come into play (Table 3).

As a result of these pull and push factors, today an estimated 1.163 million
Salvadorans live outside of their country of origin, out of a total Salvadoran
population of 6.345 million.’

According to United States Census data, the Salvadoran diaspora population is
clustered in metropolitan areas such as Los Angeles, New York, and Washington,
DC, the latter of which is the focus of this case study. Many Salvadoran migrants
work in service occupations, such as the restaurant industry. The majority have less
than a high school diploma and speak English less than very well,® factors which
significantly constrain their economic mobility.

5.2 Migrant Demand for Home-Country Products

Among Salvadorans living in the United States, there is substantial demand for
products from El Salvador, particularly foods. Although migrants demand a wide
array of nostalgic goods, the highest-demand products can be identified from survey
data and store research. Among migrants from El Salvador, nearly one-third men-
tioned consuming cheese from their home countries. Cuajada was the most common
specific item, but other cheeses were also popular. Other foods such as beans, fruit
and rice were also mentioned. This is consistent with previous research on the topic,

STotal Salvadoran population is from World Bank Data, available at https:/data.worldbank.org/
indicator/SP.POP.TOTL. For more detail on migrant population estimates, see Table 3.

S American Community Survey, 2015. 1-year estimates. For more information, see https:/goo.gl/
0Z5uFu
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Table 4 Main products purchased, select countries of origin®

Top products
consumed, by % Respondents | % All products | Specific products of
Nationality | category” consuming® consumed® note
Salvadoran | Cheese 27 14 Cuajada, dry
cheese, other
cheeses
Beans 36 9 -
Fruit 22 8 Mango, jocote,
other fruits
Rice 38 8 -

Source: Survey of 105 Migrants, Inter-American Dialogue, 2014

“It is also important to note that demand for nostalgic goods is not limited to migrants and their
families. Many stores reported that non-migrant consumers shop for specialty, imported food items.
In some cases, travelers or Peace Corps volunteers may shop for products that remind them of their
time abroad

°For these product categories, goods were sorted into groups based on similarity and prevalence.
For example, “Bread Products” includes not only bread, but also pastries and similar items
Percentage of all respondents mentioning, by nationality

such as a 2003 survey by Batres-Marquez that found that among Salvadoran foods
consumed by the Salvadoran immigrant community in the United States, cheeses
were among the most imported products.’

Though these products were mentioned often, they represent only a small portion
of all products consumed. For example, though 38% of Salvadoran respondents
reported consuming rice from El Salvador, rice was only 8% of the total number of
different goods that Salvadorans reported buying. This suggests that migrants seek
out a diverse array of goods from their home countries, not just a handful of staples
(Table 4).

The 90% of migrants who purchase nostalgic goods spend an average of $137 a
month (or $1644 a year) on these goods. First generation migrants and non U.S.-citizens
were among those who reported spending more on nostalgic goods. Though women are
slightly more likely to consume nostalgic goods, they report spending less each month
on these products. Among selected nationalities, Salvadorans reported spending the
most on nostalgic goods (Table 5).

When asked which factors were most important when purchasing goods from
their home countries, migrants cited the quality of the product, followed by its origin.
Cost also factored into consumers’ decision-making process, but it was not as
important as quality or origin.

"The study surveyed Salvadoran migrants in Los Angeles and Houston to find out which
Salvadoran-style products they consumed. It then asked respondents whether the food was pro-
duced locally or imported from El Salvador. For more detail, see Batres-Marquez, Jensen, and
Brester, “Salvadoran Consumption of Ethnic Foods in the United States,” Iowa State University,
2003. Available at https://goo.gl/EAhgMp
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Table S Monthly expenditures on nostalgia products and % total consumption

Amount purchased Nostalgic goods as % of total

Characteristics ($/month) consumption
Generation 1st generation migrant | 132 38

2nd or 3rd generation |83 25

migrant
Gender Female 121 39

Male 132 35
Citizenship | U.S. Citizen 118 35

Not a U.S. Citizen 132 38
Country of El Salvador 137 42
origin Honduras 108 24

Guatemala 116 29

Mexico 115 37

All countries of origin | 127 37

Source: Survey of 105 Migrants, Inter-American Dialogue, 2014

Of the 89% of migrants who consume home-country goods, 40% report having
had difficulty finding certain products, which suggests that there are opportunities to
expand the supply of nostalgic goods and to include new products.

5.3 Supply Side Factors

On the supply side, these products are imported, distributed and sold by a network of
businesses, many of them owned and operated by migrants themselves. A relatively
wide variety of products are readily available, and at reasonable prices, in migrant
neighborhoods. When analyzing the robust supply of these products,® it is important
to note the size and concentration of the Salvadoran diaspora in the Washington, DC
metropolitan area. It is also important to note that Salvadoran products may be
grouped with other Central American products at Central American grocery stores,
but are generally branded as specifically Salvadoran products. This is the best of both
worlds, facilitating distribution of nostalgic products but also branding them as
uniquely Salvadoran.

In the Washington, DC metropolitan area, migrants can purchase home-country
goods at over 150 local stores, the majority of which are migrant-owned, family
businesses. These stores tend to be geographically clustered in the suburbs of

8For an additional and complimentary perspective, see Landolt, Aultler and Baires 1999, who note
that “Our field research in Washington, DC and Los Angeles (. ..) unearthed a vibrant entrepre-
neurial community embedded in a web of social relations. . . There is a thriving formal and informal
commerce of goods and services (...) sustained by micro, small and medium size transnational
enterprises.” Patricia Landolt, Lilian Autler & Sonia Baires, “From Hermano Lejano to Hermano
Mayor: the dialectics of Salvadoran transnationalism,” Ethnic and Racial Studies, 22:2, 296-297.
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Northern Maryland (Gaithersburg, Silver Spring, and Takoma Park) and Northern
Virginia (Alexandria, Arlington, and Falls Church).

Some stores cater to multiple customer groups, perhaps hoping to increase their
sales. A number of the larger grocery stores, for example, serve both Latin American
and Asian customers. There is some overlap in demand for products such as fruits,
vegetables, and rice, one store manager noted. However, serving multiple customer
groups may also present challenges. One store, which is owned by a family of Asian
immigrants and offers a wide array of products from East Asia, South Asia, the
Middle East, and Latin America, has attempted to solve this problem by organizing
the store by country of origin, rather than by type of product. “It can be hard to find
things,” the manager admitted.

These businesses typically carry dried, canned, fresh, and frozen foods along with
beverages such as fruit juice, soda, and beer or wine. Though most foods are
imported, it is not uncommon to find American products as well. Some stores
offer hot food, such as pre-made tamales. Many stores also carry imported personal
care items such as soap, toilet paper, shampoo, conditioner, and perfume or cologne.
Several stores also carry nostalgic clothing such as hats, shirts, or backpacks with a
specific flag or the logo of the local sports team.

Some stores offer additional services, such as phone services or money transfers.
Approximately 25% of these nostalgic businesses offer remittance services. The
remittance companies most commonly represented at the businesses surveyed were
MoneyGram, Western Union, Ria, and Vigo.

Finally, nostalgic businesses may serve as unofficial community centers where
information is shared. For example, many stores have bulletin boards with job
postings, services, and information in migrants’ native languages. Others have
newsstands with newspapers catering to different immigrant groups. In this sense,
nostalgic businesses both reflect the existing presence of migrant communities and
serve to strengthen these communities.

Of the 89% of migrants who consume home-country goods, 40% report that they
have had difficulty finding certain products. Some migrants in DC reported driving
to neighboring Virginia to buy their favorite home-country products, which added
time and cost to their shopping. Others commented that “the stores don’t order
enough of certain things, and then they run out.” Some of the most commonly cited
products that migrants had trouble finding were herbal teas and homeopathic med-
icines. Overall, however, there was consensus among migrants surveyed that if one
were willing to shop around, the products could be found. As one 2nd generation
Salvadoran migrant explained, “If one store doesn’t have it, another one will.”

5.4 Economic Impacts in El Salvador

The economic impacts of the nostalgia trade are particularly evident in small
countries with large diaspora populations, such as El Salvador. El Salvador’s export
market has traditionally been vulnerable in that it produces a relatively small number
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of products for a handful of countries. El Salvador’s main exports are knit T-shirts
and other clothing items, sugar, coffee and electrical capacitors.” Moreover, an
estimated 40% of the value of exports is generated by only 10 firms that trade in
only a handful of products."’

Considering survey data that suggests that 90% of Salvadorans are spending over
$130 a month on goods from their home country, the annual value of nostalgic exports
may amount to over $1.6 billion."' Moreover, the top nostalgic products mentioned by
migrants—cheese, beans, fruit, and rice'’>—are not among the country’s traditional
exports. In this sense, the nostalgia trade may serve to promote economic diversification
and resilience.

Drawing from data from the U.S. International Trade Commission, it is possible
to analyze specific products within this market in greater depth. In 2014, select
nostalgic products (only a handful of all products consumed by the diaspora)
amounted to over $37 million, as the following table shows (Table 6).

It is important to note that the growth in these exports has been closely tied to the
growth in the Salvadoran diaspora in the U.S., as the graphics below suggest (Graphs
1 and 2).

6 The Case of Albania

The case of Albania is different for a number of reasons, but it starts with the same
demand for home-country products: cheese, sausage, beverages, candy. From there,
it begins to run into a number of challenges.

A similar research methodology is used. The Albanian case study is based on over
200 interviews with members of the Albanian diaspora living in the United States."?

““Country Profile: El Salvador,” The Observatory of Economic Complexity, MIT. Available at:
http://goo.gl/atCIP7

'%“INT encourages countries to diversify exports,” Inter-American Development Bank. Available
at: http://goo.gl/HY GTNI

"I"This estimate is based on the following calculation: (1,200,000 foreign-born Salvadorans in the U.
S.) x (90% consume nostalgic goods) x (Average consumption of $1500 a year on these
goods) = $1,620,000,000. This estimate is conservative in that it does not factor in the nostalgic
consumption of second and third generation Salvadoran migrants. As a point of comparison,
remittances to El Salvador were approximately $4,000,000,000 in 2014.

12Gee Table 4.

13207 surveys were conducted among foreign born as well as second and third generation Albanians
in the United States. The surveys were conducted over the period March—April 2015, and were
completely voluntary and anonymous. The surveys were conducted in English and lasted approx-
imately 10 min. 41 surveys were conducted in the metropolitan areas of Boston, 47 in Detroit, 97 in
New York, and 22 in other cities throughout the United States, including 5 in Washington, DC. The
sample unit was selected in city streets in neighborhoods with large Albanian populations, such as
Pelham Parkway and Arthur Avenue in the Bronx. Other surveys were conducted, with the
permission of community leaders, at Balkan community centers, children’s dance classes, Albanian
language classes, religious centers, charity fundraisers, and factories. 75% of those interviewed


http://goo.gl/atClP7
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Table 6 Nostalgic products from El Salvador, 2014 ($)

Product Declared Customs value, 2014*
Cheese 1,625,040
Beans 1,839,934
Candy 538,996
Soda 7,744,744
Beer 3,061,508
Bread products and tortillas 18,189,088
Condiments and sauces 3,672,903
Rice 71,932
Fruit (bananas & plantains) 636,968
Sum of select Salvadoran food items 37,381,113

Source: U.S. ITC database, Select U.S. Imports from El Salvador, Actual Dollars in customs
declaration
“The retail value may be much higher
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Graph 1 Imported Salvadoran Cheese and Salvadoran-Born Population in the United States.
Source: U.S. ITC database, Select U.S. Imports from El Salvador, Actual dollars in customs
declaration. American Community Survey, Selected Population Profile, 1-year estimates

In addition, site-visits and in-depth interviews were conducted with Balkan busi-
nesses in New York, Boston, Detroit, and Washington, DC. These site visits shed
light on supply side dynamics, including product availability, quality, and pricing.
They also help to understand some of the challenges that local Balkan businesses
may face in supplying Albanian products to a small but diverse diaspora population.

were Albanian nationals from Albania, the rest were ethnic Albanians from Kosovo (15%),
Montenegro (7%) and other locations like Bosnia, Macedonia, Greece and Italy (3%). The surveys
sought to understand demand for Albanian products, any difficulties in finding Albanian products,
general levels of transnational engagement, and demographic characteristics of respondents.
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Graph 2 Imported Salvadoran Soda and Salvadoran-Born Population in the United States. Source:
U.S. ITC database, Select U.S. Imports from El Salvador, Actual dollars in customs declaration.
American Community Survey, Selected Population Profile, 1-year estimates

Finally, import/export records are used to confirm some of the trends found during
the surveys and site visits.

The study shows that this diaspora community is engaged with their home
country, and that a majority buy a wide array of home country commodities such
as beer and sweets. Specifically, we find that over 60% of foreign born Albanians in
the U.S. say they buy Albanian imported products consisting of more than 30 kinds
of commodities. Albanians say they spend US$1200 a year buying these goods.

A key finding in the study is that Albanians struggle to find the products they
want. Products are limited in variety and number, and stores supplying them are few
and far between. Imports have not yet caught up with demand. In fact, nearly half of
Albanians in the U.S. report difficulties in finding their favorite Albanian products.

As has been discussed in the case of El Salvador, the nostalgia trade has important
economic impacts, both for the communities where migrants live and shop, and for
the countries and regions they are from. However, in the case of Albania, the
nostalgia trade is very incipient and limited, thus also limiting the economic impacts
back in Albania. Steps could be taken to strengthen the nostalgic market through
continued market research, technical assistance, diaspora-donor partnerships, and
trade fairs in order to further tap into the development potential of this market.

This section presents the case of the Albanian nostalgic trade, focusing on
migrants, diaspora businesses, and opportunities for economic development.

6.1 The Albanian Diaspora

The number of Albanian migrants grew from just over 100,000 in 1990 to over one
million 10 years later. The majority of Albanian emigrants are male, although female
emigration has increased in recent years as women seek educational opportunities
and family reunification abroad. For example, from 2000 to 2013 the percent of
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migrants who were female increased from 40% to 46%. By 2013, there was a total of
1.25 million Albanians living abroad'* from a country of less than three million
people.'®

The Albanian diaspora is a byproduct of international migration originating both
in Albania and other places, like Kosovo, Italy and Greece. Much of contemporary
Albanian migration stems back to the post 1990 dictatorial period. Since then
Albanians have moved predominantly to Italy and Greece. Migration to the United
States and the United Kingdom also emerged after 1992 and continued from 2000
onwards. Since 2005, Albanian immigration to the United States has maintained a
steady annual inflow of 3000 people, in addition to an annual 5000 non-immigrant
visas issued every year.'®

According to figures from the 2013 American Community Survey (ACS) of the
U.S. Census Bureau, there are 81,047 foreign-born Albanian migrants in the United
States, 48,728 of whom are U.S. citizens while 32,319 are non-U.S. citizens. With an
average age of 37 years, 81.9% of Albanian immigrants in the United States are
between the ages of 18 and 64. Half of the Albanian population in the United States
has a college degree or higher, and 27.1% are employed in management or business
sectors. Other areas of employment include services, sales, construction, and trans-
portation.'” Geographically, the majority of Albanian migrants are concentrated in
New York City, Detroit, Boston, and Chicago. Compared to the Salvadoran diaspora
mentioned previously, the Albanian diaspora in the United States is much smaller,
especially when we look at the case of specific metropolitan areas.

Overall, by the year 2025 the number of Albanians in the U.S. will have reached
over 110,000 people, 93% of which will be over the age of 18, and they will occupy
44,000 households. This is significant for a number of reasons. To begin with,
Albanians constitute one of the younger emerging migrant populations in the
U.S. relative to the years of arrival and continued inflow. Second, as a market they
represent an important and crucial economic resource for Albania (Table 7).

When researching transnational engagement, it is important to note that ethnic
Albanians are geographically dispersed following multiple waves of migration and a
complex political history. For example, ethnic Albanians live in Albania, Kosovo,
Macedonia, Greece, and Montenegro, among other places. For the purposes of our
research on the nostalgic trade, migrants were asked whether they consider them-
selves to be Albanian, and those who responded affirmatively were included in the
sample, regardless of whether they were born in Albania or one of the other countries

“United Nations, Department of Economic and Social Affairs (2013). Trends in International
Migrant Stock: Migrants by Destination and Origin (United Nations database, POP/DB/MIG/Stock/
Rev.2013).

' According to World Bank Data, the current population of Albania is estimated to be 2.876
million. For more detail, see https://data.worldbank.org/indicator/SP.POP.TOTL

18USDOS, Bureau of Consular Affairs, Immigrant and Non-immigrant Visa statistics, https:/goo.
gl/7rinVs

'730201: SELECTED POPULATION PROFILE IN THE UNITED STATES 2013 American
Community Survey 1-Year Estimates.
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Table 7 Forms of home-country engagement among Albanians in the United States

Indicator %

Buys home country goods 62.0
Sends money back home 56.6
Belongs to organizations linked to Albania 54.5
Invests back home 30.6
Visits Albania 23.9

Source: Survey of 205 Albanian Migrants, Inter-American Dialogue, Spring 2015

Table 8 Percent of respondents who purchase imported Albanian products

Overall, Albanian diaspora 62.7%
Country where migrant was born® Albania 58.2%
Kosovo 86.7%
Macedonia 33.3%
Montenegro 71.4%
Generation of migrant 1st generation: Migrant 64.7%
2nd generation: Parents are Albanian 51.7%
3rd generation: Grandparents are Albanian 60.0%
Gender Female 64.2%
Male 61.3%
Citizenship Not a U.S. Citizen 63.8%
U.S. Citizen 61.7%
Current State of Residence® New York 76.8%
Michigan 57.8%
Massachusetts 51.2%
Education® High school or less 73%
Some college 57%
Income Less than US$50,000 69%
Over US$50,000 61%
Belongs to a philanthropic institution® 58%
Sends money home® 63.4%

Source: Survey of 205 Albanian Migrants, Inter-American Dialogue, Spring 2015
“Statistical significance. n = 128

previously mentioned. As is noted in Table 8, ethnic Albanians who were born in
Kosovo and Montenegro report high levels of consumption of Albanian products.
6.2 Albanian Transnational Engagement

This section explores the extent of Albanian transnationalism, and is based on the
survey of Albanian communities described in the earlier section. Albanian migrants
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were asked questions about their engagement with Albania, and particularly as it
relates to the consumption of home country goods, such as food and cultural
commodities. Previous work on international migration shows that many diasporas
seek to connect to their homeland in various ways, establishing transnational
networks and becoming transnational communities with ties to their home country.'®

The level of that engagement varies across nationalities and is influenced by an
array of factors, including the rationale for migrating. Two of the most typical forms
of transnational engagement are consuming home country goods and sending money
home. In the case of Albanians, more than half of Albanians surveyed perform at
least three transnational activities.

6.3 Understanding Albanian Nostalgic Trade in the U.S.
Within the Context of Transnational Engagement

Here we take a closer look at the main source of engagement, nostalgic trade. The
Albanian community in the U.S., formed by the first generation as well as subse-
quent generation Albanians, showed a strong demand for various home country
goods. Nearly two thirds of Albanians (62.7%) said they consume imported products
from home.

Certain subsets of the population report even higher consumption of nostalgic
goods. For example, 87% of Albanians from Kosovo reported purchasing Albanian
products and nearly 80% of those in New York buy them.

The average number of goods consumed was 3, but the total number of goods
mentioned was more than 30. Of those, the most popular products include a variety
of meats, followed by cheese, alcohol (Albanian liquor), and coffee. Moreover, the
number of goods purchased correlated to specific variables, such as belonging to a
community group, being older, and being more educated (Table 9).

The amount spent on these products is substantial, according to survey responses.
Nearly half of respondents say they spend about US$180/month, equaling an
average of US$2172 a year. This consumption of nostalgic goods is 5% of an
average annual income of US$40,000. The table below shows the range of amounts
spent monthly among Albanian migrants (Table 10).

These are the responses given by participants based on their estimate of the
products they purchase and their knowledge of the origin of these products. How-
ever, not all products purchased may be of strictly Albanian origin. In Table 9, for
example, it is unlikely that Burek, a filled pastry made of phyllo dough, is actually
imported from Albania. Rather, it is more likely that this product is made in the

'8For more detail, see Orozco, Migrant Remittances and Development in the Global Economy,
Lynne Rienner Publishers, Boulder, 2013.



A Taste of Home: The Nostalgia Trade and Migrant Economic Transnationalism 95

Table 9 Top 15 Albanian Product Top product

produc.:ts C(?nsumed py Meat 16%

Albanians in the United States
Cheese 13%
Beer 10%
Alcohol 8%
Coffee 7%
Dessert 5%
Burek 3%
Sausage 3%
Bread 2%
Clothing 2%
Music 2%
Olive oil 2%
Pickled vegetables 2%
Religious items 2%
Souvenirs 2%

Source: Survey of 205 Albanian Migrants, Inter-American Dia-
logue, Spring 2015. n = 128

Tablf1 l10 Distribution of Range Response
monthly expenses on Less than $100 56%
Albanian nostalgic goods
$100-$200 15%
Over $200 29%
Average US$181

Source: Survey of 205 Albanian Migrants, Inter-American Dia-
logue, Spring 2015. n = 104

United States in the Albanian style. As another example, when U.S. customs data on
imports of Albanian origin food products is compared with what the Albanian
diaspora reports, there are some inconsistencies (Tables 11 and 12)."

Although many Albanians cited cheese as a nostalgic good, customs data shows

no import value for that item. The Trade Commission data may suggest a few things:

Many people may have reported purchasing Albanian cheese, but they may be
referring to Albanian-style cheese from Bulgaria, Kosovo or Greece

Not all imported goods considered as Albanian may be coming from Albania but
rather from other Balkan countries, or

These products were brought informally—a typical practice when trading mar-
kets are not fully established—or

These products once at the local store were given a higher price in order to cover
distribution and retail store revenues and get higher profit.

Interviews and site observations at local Balkan grocery stores also confirm these findings. Many
grocers, for example, explained that Albanian style cheese actually comes from Bulgaria. They also
mentioned that some Albanian-style sausages are actually produced in the United States.
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Table 11 U.S. imports of Albanian commodities

2014,
Description US$
Mineral fuels, mineral oils and products of their distillation; bituminous substances; | 41,422
mineral waxes
Oil seeds and oleaginous fruits; miscellaneous grains, seeds and fruit; industrial or 13,112
medicinal plants; straw and fodder
Articles of apparel and clothing accessories, not knitted or crocheted 2862
Iron and steel 2587
Footwear, gaiters and the like; parts of such articles 2574
Coffee, tea, mate and spices 854
Articles of apparel and clothing accessories, knitted or crocheted 811
Articles of leather; saddlery and harness; travel goods, handbags and similar con- 637
tainers; articles of animal gut (other than silkworm gut)
Edible vegetables and certain roots and tubers 578
Other (aluminum, wood, electrical machinery, oils and resins) 3531
Total 68,969

Source: https://dataweb.usitc.gov/scripts/REPORT.asp

Table 12 Imports of Albanian products reported at customs

Item Declared customs value of imports from Albania, 2014 (US$)
Cheese 0
Desserts and sweets 7858
Meat 0
Coffee 46,696
Sausage® 0
Bread 0

Beer 14,336
Raki 7055
Flour and baking materials 15,048
Olives 10,354

Source: U.S. International Trade Commission Data, Declared Customs Value of Imports for

Consumption, Actual Dollars, 1996-2014, Select Products

“Stores carry a variety of sausage products that appear to be imported from Albania. The fact that
they do not appear among U.S. International Trade Commission data suggests that (a) they may be
mislabeled or mis-categorized in customs data, or (b) they may actually be produced in the United

States

6.4 Shopping for Albanian Products: The Demand Side

These commodities are supplied by a network of ethnic stores of predominantly
Balkan origin. The demand for these products, however, is met by a range of supply-
side challenges that make it difficult for Albanians to purchase these commodities on

a regular basis.
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Table 13 When shopping for ~Copsideration (% of each option)*
imported Albanian products,
. . . The cost of the product 11.3
most important considerations -
The fact that it’s from my country 46.0
The quality of the product 40.3
The uniqueness of the product 9.7
Religious reasons 1.6
Other 48.4

Source: Survey of 205 Albanian Migrants, Inter-American
Dialogue, Spring 2015
“More than one answer was possible. n = 128

Table 14 Frequency of Frequency of purchase %

purchase Two or more times a week 7.0
Once a week 25.2
Every 2 weeks 10.4
Once a month 25.2
Less than once a month 28.7
Other 35
Total 100.0

Source: Survey of 205 Albanian Migrants, Inter-American
Dialogue, Spring 2015. n = 115

Albanian migrants consider a number of factors when shopping for nostalgic goods.
The country where the product is from and the quality of the product are their most
important considerations. The majority of respondents reported shopping for Albanian
products at least once a month, as the tables below show (Tables 13 and 14).

Thirty-eight percent of all respondents shop for Albanian products at local
Albanian stores in the United States. Some respondents also shop at local Balkan
stores, as well as at other types of local stores. In surveys, respondents commented
that several large American chain stores (e.g., Walmart) carry Albanian products in
neighborhoods where many Albanians live (Table 15).

6.5 A Challenging Environment on the Supply Side

As mentioned earlier, when compared to the demand, the supply of Albanian
nostalgic products to diaspora communities in the United States is very incipient.
Imports have not yet caught up with demand. In fact, nearly half of Albanians in the
U.S. report difficulties in finding their favorite Albanian products. Suppliers are few
and far between, with limited geographic coverage and product availability.
Surveys show that the main reasons for not consuming Albanian products are
related to availability. Either consumers cannot find the desired products (33.8%), or
they have to bring them from Albania themselves (9.9%), or the stores that sell them
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Table 15 Shopping location for Albanian products

Shopping location %
Local Albanian store 38
Local Balkan store 18
Other type of local store (American store, Italian store, etc.) 23
Online 2
Other 20
Total 100

Source: Survey of 205 Albanian Migrants, Inter-American Dialogue, Spring 2015. n = 128

Table 16 Reasons for not consuming Albanian products

Reasons mentioned %

Cannot find the desired products 33.8
The stores are far away 59
Found good substitutes among products from other countries 22.1
Does not miss Albanian products 13.2
Not sure 14.7
Brings products from Albania 11.8
Other reasons 17.6

Source: Survey of 205 Albanian Migrants, Inter-American Dialogue, Spring 2015. n = 128

are too far away (5.9%). These responses point to a variety of issues with supply. “If
I could find Albanian things, I would buy them,” many respondents reported
(Table 16).

The limited availability of Albanian products was further confirmed through
visits to local stores in Michigan, New York and Boston. In some cases, Balkan
groceries did not carry a single Albanian product, even though the main customers
were Albanian. Moreover, even Albanian groceries owned by Albanian families
carry only 1-5 Albanian products, as the table below shows. Product supply varied a
great deal by location, and only two stores provided the largest supply of Albanian
products. The Detroit, Michigan metropolitan area has limited availability of a few
products. Boston, Massachusetts has almost no Albanian products, according to
surveys and interviews. What comes across is that even though the demand for
products extends to more than a handful of products, suppliers only carry a few of
them (Table 17).

Nearly half of Albanians in the U.S. report difficulties in finding their favorite
Albanian products. Respondents in Massachusetts and Michigan reported having
more difficulty than those living in New York, which has greater availability of
products. What is important to note is that people are having difficulty finding even
those most common Albanian products (Table 18).
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Table 17 Supply of Albanian products by local stores

99

# Albanian Products from
Albanian | products Specific Albanian other Balkan
products | available products of note countries
Detroit and vicinities
Euro Mini Mart Yes 1-5 Fig jam, pickled Yes
vegetables
European Beverages Yes 1-5 Wines Yes
La Grusa Meat and Fruit Yes 1-5 Wines Yes
Ranch
Max’s Retail and Imports No* Yes
Studio Malesia Yes 50+ Artwork, musical Yes
instruments, CDs,
soccer balls, flags
Zahi & Issa Mediterranean | No* Yes
Market
New York City and vicinities
Albanian-American Deli Yes 5-10 Mountain tea, herbs, Yes
fig jam, olive oil
AlbanianShopping.net Yes 50+ Sausage, gifts, books, | Yes
souvenirs
Briska Grocery No Yes
Euro Foods Scalinada No Yes
Kosovo Deli No Yes
La Cantina Wines and Yes 1-5 Wine, Raki No
Liquor
Mergimtari Yes 5-10 Fig jam, ajvar, coffee, | Yes
cookies, sausages
Stepping Out: Gym Locker | Yes 1-5 Soccer scarves, soc- No
Sports cer hoodies
Teitel Brothers No No

Source: Interviews with Albanian Businesses, Inter-American Dialogue, Spring 2015
“Only “Albanian-style” products from other Balkan countries

6.6 Opportunities for Growth

A majority (72%) of businesses said they would consider adding Albanian products
in the future, pointing to an important opportunity to expand the current supply.
Stores that do not currently offer Albanian products mentioned that their Albanian
customers have requested Albanian coffee, jarred vegetables, and cheeses. One in
three stores reported difficulty in finding the Albanian product(s) that their customers
request. One store manager, who does not currently supply Albanian products, said
that “if you could find me a manufacturer of Albanian feta cheese, I would definitely
be interested.” There also may be opportunities to expand the offering of products
through online retail. One business owner noted that online shopping can make a
wider variety of Albanian products available. It can also make Albanian products
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Table 18 Difficulty in finding products

Difficulty finding Albanian products % All responses

All respondents from cities in key states where research was done 47.8
Respondents in Massachusetts (Boston) 76.3
Respondents in Michigan (Detroit) 53.3
Respondents in New York (Manhattan, Bronx, Yonkers, etc.) 29.4

Most mentioned products that are difficult to find: Meat & Dried Meat, Desserts & Sweets,
Cheese, and others

“For products, more than one response was possible

Source: Survey of 205 Albanian Migrants, Inter-American Dialogue, Spring 2015

accessible to Albanian Americans outside of New York—namely, those living in the
Boston and Detroit metropolitan areas.

6.7 Challenges to Expanding Current Offerings

In interviews, Albanian American business leaders highlighted problems with
paperwork and “red tape” in terms of importing Albanian goods. Distrust, informal-
ity, and issues with customs inspections were mentioned as reasons why they do not
currently do business with Albania.

One import manager noted that he imports and distributes coffee from every
Balkan country except for Albania. This dates back to a failed business deal he had
with an Albanian coffee company, he explained. After months of discussion,
negotiation, and organization, the first shipment was in place. However, at the last
minute, the Albanian company tried to change the terms of their agreement and raise
the price. At this point, the U.S.-based importer walked away from the deal. He
attributed the breakdown to a lack of “longstanding business relationships” with
Albania, which has only recently engaged in global trade. Without the personal
relationships, there is no sense of trust, and deals can easily fall through.

There are also issues with informality, as another businessman explained. In his
dealings with a larger Albanian company, he found them unfamiliar with contracts,
and hesitant to develop a formal written contract. It took considerable efforts, both in
the United States and in Albania, to write and sign a contract formalizing their
business relationship. He attributed this to a “different way of doing things,” whereas
the importer, who had been in the U.S. for over a decade, had “gotten used to the
American business world.” Ultimately, the deal fell through because the Albanian
producer could not supply the product in the quantity desired on a regular basis.
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Finally, there are challenges related to customs inspections, according to several
interviews conducted. Since Albania is a small and relatively new exporter, the Food
and Drug Administration “does not look kindly” on Albanian products, according to
one businessman. They may question that the shipment contains what it says it
contains.””

U.S. customs officials may also question the quality of the product, especially if it
is a food product. In some cases, Albanian products lack English labels, or have
poorly-translated labels, which can make normal food items seem suspicious or
low-quality to inspectors, the businessman explained. Another study showed that for
the Albanian diaspora, importing Albanian goods was complicated due to obstacles
in transportation costs, reliable partners back home and product standards.”’

7 Aligning Diaspora Engagement and Best Practices

Transnational engagement faces different challenges and problems; nostalgic trade is
only one example. Addressing the challenges and opportunities provides a pathway
to promote development in a holistic way.

For countries like Albania or El Salvador, where there is significant dependence
on migrant economic activities, the urgency of acting is imperative. Home countries,
international organizations, and donors would do well to evaluate opportunities,
needs, and options with regards to diaspora engagement. The more clarity they have
about the hierarchy of needs, the more efficient and impactful the initiative will be.

Determining whether any of these migrant activities are challenged by barriers, or
present important development opportunities, is of central importance. For example,
despite the fact that more than half of Albanians in the U.S. have a demand for more
than 30 commodities, local stores usually only supply one sixth of those, and that
with difficulty.

Often the challenges and opportunities are not adequately diagnosed. Sometimes
a country takes a first step in designing policies based on untested assumptions about
migration and its economic significance. For example, governments assume that
diasporas are wealthy and would by default invest in their home country economies.
In the case of Albania, for example, there is no awareness of the size of the demand
for Albanian commodities. Both challenges and opportunities should be weighed
against the costs and benefits offered by the ways in which each policy issue can be
addressed.

20For more on Albanian criminal organizations and why Albanian shipments might be of interest to
U.S. authorities, see https://goo.gl/dWstEJ

2!'For more detail, see https://goo.gl/L7Cci5 Page 33, Figure 42.
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8 Policy Recommendations

Currently, the nostalgia trade occurs in a dynamic, if fragmented, marketplace that
functions thanks to the hard work and entrepreneurial spirit of a number of small
businesses. Unfortunately, the larger impacts of the nostalgia trade—for consumers,
for businesses, and for international development—are poorly understood and often
overlooked.

Policymakers and development practitioners would do well to take note, how-
ever. Imported, home-country products may represent more than existing official
figures. More importantly, the lack of product availability and quantity could be
addressed by pointing to some initiatives that can be sponsored by the home-country
government or the donor community:

e Conduct in-depth market research on migrant consumers and their demand for
home-country products,

 Identify businesses producing in-demand products,

* Offer business coaching (with a transnational focus),

e Educate and train small and medium sized producers on foreign market
requirements,

* Develop product branding,

* Market home-country products to a larger audience,

¢ Organize trade fairs and promotion events;

* Pilot a diaspora-donor nostalgic trade partnership.

These are recommendations that can be used to strengthen the size, functionality,
and impact of the nostalgia trade. These recommendations can be used by govern-
ments, international organizations, and the donor community to strengthen the
development impact of an existing marketplace, such as the case of El Salvador,
or to help boost a very incipient nostalgic trade, as in the case of Albania.
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Abstract This chapter is based on recent empirical data on Tunisians living in
Switzerland. It focuses on their migration pathways and experiences, and it examines
their propensity to engage in entrepreneurial and business activities in their home
country. Despite the hopes generated by the revolution of 2011, many people in
Tunisia, especially young males from disadvantaged regions, have not enjoyed the
positive changes in employment opportunities and professional prospects. This has
led to them emigrating to Europe to ensure an income for themselves and their
families back in Tunisia. An online survey accompanied by follow-up interviews
enabled us to observe the experiences of Tunisian diaspora entrepreneurs and their
current and potential future transnational business and investment activities. This
chapter shows how the internationalization and accumulation of networks and skills
by Tunisians, resulting from the multiple destinations they traversed before arriving
in Switzerland, has influenced their professional capacities and their business and
entrepreneurial projects in Tunisia. Tunisians feel a strong motivation to contribute
to the development process in their home country, and they tend to invest and open
businesses in their villages of origin. Several enablers and obstacles that influence
their actions are observed. The conclusions include a number of policy recommen-
dations based on the experiences and aspirations of these Tunisians.

1 Introduction

The current international migration context, influenced by the intensity of globalization,
innovative forms of interconnections and the power of networks, the transnationalisation
of processes (Faist et al. 2011; Portes and Yiu 2013), and continuing disparities in
opportunities for progress and development among countries and regions, has given rise
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to new actors and new dynamics in international relations. Specifically, in the area where
migration and development converge, diasporas (Cohen 1997; Sheffer 1986) or trans-
national communities (Wickramasekara 2010) have gained relevance as the result of an
increasing recognition of the actual and potential benefits that their interventions have
for both the countries of origin and those of destination.

The focus on the actions of diasporas in their different forms and effects has led to
significant growth in both the body of academic work and political discussion over
the past two decades or more. Four elements characterize the current approach.
Firstly, the paradigm of brain gain, which seeks to reduce the negative effects, and
maximize the potential benefits of the movement of the migrants’ human capital, is
reliably anchored in an understanding of the links between migration and develop-
ment. Secondly, although the “diaspora option”—understood as the capitalisation of
diaspora resources for home country development (Meyer 2001; Newland 2010;
Tejada 2012; Varzari et al. 2014) has become a central issue on national and
international cooperation agendas, the crucial challenge is to find effective ways to
move forward from administrative provisions, such as mapping studies or invento-
ries of skills, to the definition of road maps and applicable mechanisms that can
enable sustainable cooperation with diasporas (Meyer 2014; Agunias and Newland
2012). Thirdly, the alternative of a return of competences through connections and
remote collaborative interventions often complements the resurgent interest in the
physical return of human capital (Tejada et al. 2014; Siddiqui and Tejada 2014).
Lastly, since migration effects are mostly felt at a local level, local public authorities
have become important key players in the implementation of cooperation instru-
ments together with their diasporas (IOM and UNDP 2015; JMDI 2015).

Several recent examples show the determination of countries to tap into the
resources and expertise of their diasporas by establishing programmes and tangible
instruments to engage them in actions that will eventually benefit their localities of
origin. One such case is the recent creation of associations of Moldovan natives in a
number of villages and towns in Moldova, which have stimulated a powerful
“giving-back” attitude." Another example is the establishment of the Diasporas
Affairs Bureau in Ghana in 2014 to foster collaboration with the diaspora in
accordance with national strategic plans. The Mexican “Strategy of financial inclu-
sion of migrants™” promotes investments by Mexicans abroad in business or entre-
preneurial projects in rural areas of Mexico. Finally, examples in the Caribbean
region show how a number of countries are currently addressing the development
role of diasporas in their national development plans. Some have also introduced
diaspora investments programmes that provide business and mentoring support to
diaspora members; one such example is IntEnt in Surinam (Minto-Coy 2016b).

'This was implemented with the support of the Migration and Local Development Programme (MiLD)
of UNDP office in Chisinau. http://www.md.undp.org/content/moldova/en/home/operations/projects/
inclusive_growth/integrated-migration-local-development-project-/ (retrieved on 18 July 2016).

Zhttp://www.financierarural. gob.mx (retrieved on 18 July 2016).
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In the light of these considerations, this chapter is based on recent empirical data
on Tunisians living in Switzerland. It focuses on their migration trajectories (under-
stood as the mobility process that covers the different itineraries that migrants follow
and which are influenced by both personal and contextual circumstances), living
conditions, competences and resources, and it discusses their propensity to engage in
entrepreneurial and business activities in their home country. Despite the hopes
generated by the revolution of 2011 that ended the repressive rule of President Ben
Ali, the positive changes in terms of employment opportunities and professional
prospects in Tunisia have not been evident to many people, especially young men in
disadvantaged regions. This has resulted in these people emigrating to Europe in
order to ensure an income for themselves and their families back in Tunisia.

An online survey supplemented by follow-up interviews enabled us to outline the
parameters of Tunisian diaspora entrepreneurs and their current and potential future
transnational business and investment activities.” By examining their migration
routes, we saw that Tunisians follow multiple paths before they arrive in Switzerland.
At every stage, they establish social links and accumulate considerable social capital
[understood as “the ability of actors to secure benefits by virtue of membership in
social networks or other social structures” (Portes 1998: 6)], and this influences their
professional capacities and their business and entrepreneurial projects in Tunisia. We
observe how the spontaneous and individually-based nature of Tunisian diaspora
investments and business creation is mainly centred on personal determination, and
we also look at how it remains independent of the new policy framework supporting
diaspora endeavours. This is partly due to a lack of trust in public policies linked to the
Ben Ali regime, and ongoing corruption in the country.

The purpose of the original contribution of this chapter is twofold. First of all, it
provides original data on the migration trajectories and host-country experiences of
Tunisians living in Switzerland, collected during a time of political transition in
Tunisia. Secondly, it provides us with a better understanding of the mechanisms that
diasporas use to contribute to development, by looking at migrants’ investments and
the influence that their foreign-earned skills has on their motivation to start a
business in their home country, and it also examines the enablers and obstacles
that influence their endeavours.

>The data were collected during 2013 as part of a mapping study carried out for the CTRS for
Development Project commissioned by the Swiss Agency for Development and Cooperation
(SDC). The overall aim of the project is to encourage the implementation of mechanisms that can
capitalize on the social and financial resources, capacities and skills of the Tunisian community
residing in Switzerland. http://www.ctrs.ch/ (retrieved on 18 July 2016).
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2 Diaspora Home-Country Investments in the Migration
and Development Nexus

Within the migration and development nexus, the emphasis on financial remittances
as a form of migrants’ capital and savings flow has dominated the academic literature
on diaspora home-country investments (Agunias 2006; Ratha 2009; Vaaler 2011).
Elo and Riddle (2016) refer to diaspora investments as cross-border business-
directed investments flows transacted by diaspora in their home country. Diasporas
investments stretch beyond remittances and are considered as quite heterogeneous in
their forms, origins, generators and effects. Empirical studies show how both
investing capital in existing businesses and/or setting up new ventures in the regions
of origin are becoming popular as ways for diasporas to stimulate economic devel-
opment in their home countries (Portes et al. 2002, Brinkerhoff 2008; Newland and
Tanaka 2010). A new stream of research has tried to find out more about what
motivates diasporas to invest in their country of origin, either as individuals or in
groups, and to identify the elements that determine why the level of investment and
entrepreneurial commitment diverges substantially from one country to another
(Crush et al. 2013; Nielsen and Riddle 2007; Nkongolo-Bakenda and Chrysostome
2013; Elo and Riddle 2016). Studies propose focussing on contextual factors in local
contexts in the home countries as well as on the social and emotional aspects that
influence the decision-making process of migrants. For example, Elo and Riddle
(2016) see the investment drivers of individuals as involving aspects related to the
investor’s life cycle and political and sociocultural settings. In a similar vein, Galetto
(2011) concludes that it is the interaction among diverse factors that influences the
level and type of engagement by diaspora investors and entrepreneurs.

At a conceptual level, the diaspora is seen as a group united by a common ethnic
identity and a collective relationship of solidarity towards the country of origin
(Bordes Benayoun and Schnapper 2006), which is capable of simultaneously mak-
ing valuable and creative contributions to the country of origin and to the country of
destination (Cohen 1997; Sheffer 1986). The simultaneous presence or transnational
identity of the diaspora (Vertovec 2001; Portes 2001; Levitt and Glick-Schiller
2004) results in their behaviour and their entrepreneurial projects being affected by
the incentives and conditions of the multiple national contexts in which they act.
Moreover, recent studies have observed that the social capital that migrants have
accumulated through multiple migratory paths also influences their actions and
determines the risks that they face and their opportunities to invest and set up
businesses in their countries of origin (Smith 2011). As such, social capital is seen
as encompassing the individual’s obligations and expectations in the form of
resources or capital invested in someone for future use (Bourdieu 1986).

In order to understand the motivations and specific determinants that favour
investment by the diaspora, it is important to observe the differences in their nature,
in other words whether they are individual or collective (Elo and Riddle 2016). On the
one hand, the aim of the actions of individual migrant investors or those of members
of families is to create a sustainable livelihood for themselves and to improve their
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quality of life. On the other hand, the collective actions of diaspora organisations are
motivated by a common interest to contribute to the development of their communi-
ties of origin, mainly through social infrastructure projects. While the former are
spontaneous and informal on occasions, the community projects of the latter are
based on formal structures and operate as diaspora associations (Tejada 2012).

At a policy level, several countries have implemented schemes to assist diaspora
entrepreneurship and promote productive investments for the benefit of the broader
society. The Mexican Three-for-One Programme” is one example of this; the scheme
matches every dollar from a migrant Home Town Association (HTA) with one dollar
each from the federal, state, and municipal governments, channelling resources to the
execution of projects that have a social impact in the communities of origin. The case
in point of the Mexican HT As shows that a higher level of organization translates into
a greater capacity to reach institutional support (SEDESOL 2014). A similar scheme
implemented by the government of Moldova, known as the Pare 1+1 Programme,’
matches the investments of individual migrants and is intended to create jobs and
businesses in local communities that have been hard hit by emigration. In the
Caribbean region, even though several countries have started to implement policies
that facilitate diaspora engagement in various forms, the private sector has already
been involved for a long time, with diasporas acting as investors, entrepreneurs and
partners in their international businesses (Minto-Coy 2016b). These and other exam-
ples show how the organisations that support diaspora entrepreneurship play various
roles, either by providing contacts with actors linked to the businesses or else by
establishing strategic associations that offer business opportunities with a long-term
impact (Newland and Tanaka 2010; Elo and Riddle 2016). Even though governments
increasingly recognise the value of the entrepreneurial and investment actions of the
diaspora, experience has shown that both a peaceful and a stable national context with
basic infrastructure, and a series of supporting public policies are necessary elements
to promote them. As Portes and Yiu (2013) rightly point out, the socio-political
context of the countries is decisive when determining the structure of the opportuni-
ties that encourage migrants to use their talent and motivates them to contribute to the
socio-economic advancement of their place of origin.

3 Tunisian Migration and Country Policies on Migration
and Development in the Post-revolution Context

Tunisia has been a major emigration country within the Mediterranean region for
many years. According to estimates from the Office of Tunisians Abroad (OTE),
some 1.2 million Tunisians live overseas out of a total population of over 11 million.®

4http://www.ime. gob.mx/ca/programa-3x1
5 http://finantare.gov.md/ro/content/programul-de-atragere-remitentelor-economie-pare-1 1
SThe last available data are from 2012 only http://www.ote.nat.tn (retrieved 11 July 2016).
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Over the last number of decades, Tunisian emigration has primarily been dominated
by labour migration, with the traditional destinations being the countries of Western
Europe and those in the Maghreb region. Today, the main host countries in Europe
are France, Italy, Germany, Belgium-Luxembourg, and Switzerland.”

The poor performance of the domestic labour market and a deficient democratisation
process are the main reasons for the persistence of labour emigration flows from Tunisia
(Di Bartolomeo et al. 2010). The intensification of regular and irregular Tunisian
emigration in the past few years is proof that the hopes raised during the January
2011 revolution have not been sufficient to build a source of revenue and counteract
unemployment and the lack of professional opportunities. This situation mostly affects
young Tunisians in disadvantaged regions who emigrate to Europe in search of oppor-
tunities that can provide them and their families with a better livelihood (Boubakri
2013). In more recent years, rising unemployment among tertiary-educated youth has
led to new flows of students and high-skilled emigration, especially to Germany and
North America. These people leave to improve their education and their professional
prospects and they plan to eventually return to Tunisia once their migration project has
been accomplished.

With regard to Switzerland as a destination country, the most recent data from the
Swiss Federal Office for Migration (ODM) show that there were 7305 Tunisians
living in Switzerland at the end of May 2016 (2893 women and 4412 men).® In terms
of location, the vast majority of these people tend to settle in urban French-speaking
or bilingual regions. The main reasons why Tunisians emigrate to Switzerland are
professional prospects, family reunification, further education, political oppression
and a lack of opportunities in Tunisia; the emigrants hold various professional
profiles and levels of education (Tejada and Garcia Delahaye 2014).

Before the revolution, the Tunisian government established a political strategy
whose goal was to supervise the Tunisian diaspora and provide it with social
assistance while strengthening cultural ties with Tunisians abroad, and encouraging
investments and financial remittances. Furthermore, the establishment of an infor-
mation system aimed at keeping Tunisians abroad abreast of developments in
Tunisia functioned as a method of state control by the Tunisian state (Zekri 2004;
Di Bartolomeo et al. 2010). After the country’s first free elections in late 2011 and
the adoption of a new constitution in early 2014, the local authorities were faced with
new challenges to establish consequent strategies to manage emigration and promote
stable connections with Tunisians abroad as a means of channelling migration for
regional and national development. The creation of the Secretary of State for

"Other main destination countries outside Europe include Libya, the United Arab Emirates and
Algeria in the Arab and Maghreb regions; and Canada and the USA in North America. http://www.
ote.nat.tn (retrieved 11 July 2016).

8This total includes 7275 permanent residents and 30 total non-permanent residents. The total only
includes people with Tunisian nationality and excludes those with double Tunisian-Swiss nation-
ality. Swiss Federal Office for Migration; https://www.sem.admin.ch/sem/fr/home.html (data
extracted on 18 July 2016).
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Migration and Tunisians Abroad (SEMTE) in 2011° showed the special interest that
the transitional government had in promoting the impact of diaspora resources for
long-term sustainable development as a national priority. The purpose of SEMTE is
to support the initiatives of migrant associations and reinforce links among Tunisian
diaspora communities. Encouraging financial remittances [which amounts to 4.2%
of GDP (SEMTE 2013)] and promoting diaspora investments in the agriculture,
industry and services sectors'® lie at the core of this strategy.

Other recent government efforts have focused on controlling and managing
migration because of the increase in irregular migration flows. Some related policies
include encouraging and regulating the recruitment of Tunisian nationals abroad and
dissuading Tunisians from irregular migration through increased information and
awareness-raising campaigns (Boubakri 2013). Another relevant policy issue is the
Mobility Partnership signed by the Tunisian government and the European Union
(EU) in 2014. This was established in the light of EU security concerns resulting
from the Arab uprising and the potential threat of large-scale population movements
or refugee crises (Seeberg 2014; Carrera et al. 2013). This policy framework
regulates future cooperation, mainly within the area of migration with its control-
oriented component, but also in issues linked to migration and development.

Looking at how migration and development is approached from a host-country
perspective, such as that of Switzerland, is important in terms of understanding the
economic and political context that allows Tunisians to become productively
involved in their country of origin. As Hercog (2014) has indicated, the institutional
environment and policies of the migrants’ host countries may play a crucial role in
terms of migrants’ opportunities to gain relevant expertise and to mobilise.
Switzerland’s international cooperation positions the migration and development
nexus as a strategic objective of its development agenda, concretely through the
Global Programme for Migration and Development of the Swiss Agency for Devel-
opment and Cooperation (SDC), which seeks to reduce poverty in the countries of
origin. Collaboration is based on the concept of partnership, aimed at reducing
emigration pressures (Hercog 2014). Up to now, migration partnerships have been
formalised with a handful of countries, including Tunisia. In Tunisia’s case, the
focus is on improving living conditions and employment opportunities by providing
technical assistance within various areas. An important component of this coopera-
tion is advising the Tunisian government about how to include diaspora communi-
ties in its development strategies.

Both SDC and SEMTE are very recent policies, and it is too early to assess their
impact on enabling diaspora investments and business creation. Nevertheless,
Tunisians in Switzerland engage in their home country through the systematic
transfer of financial resources and the establishment of businesses there. However,

“http://bledi.gov.tn/fr/secretariat-d-etat-aux-migrations-et-aux-tunisiens-a-I-etranger (retrieved
12 July 2016).

"Ohttp://bledi.gov.tn (retrieved 12 July 2016).
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this engagement is mainly the result of individual entrepreneurial will and personal
determination with no actual public-policy backing.

4 Empirical Evidence of Tunisians in Switzerland

The rest of the chapter draws on an analysis of the migration trajectories of Tunisians,
their living experiences in Switzerland and the determinants of their contributions to
their localities of origin. The data presented here were collected during 2013 using a
primary on-line survey applied to members of the Tunisian community residing in
Switzerland (TCRS)."" Qualified Tunisians had to be at least 18 years old. Respon-
dents were asked both closed and open questions about their migration trajectories,
their life conditions and experiences in Switzerland, their associative activities and
their links with Tunisia, their future projects and their perceptions of their role in the
development of their home country. They were asked to provide specific recommen-
dations for both the Swiss and the Tunisian governments about the best ways to
encourage diaspora contributions. The data were recorded, processed and analysed
on a software platform. The survey was answered by 192 Tunisians. To complement
this, 41 qualitative semi-structured face-to-face interviews were conducted.'? The
primary results of the survey were used to select questions for the interview screening.
The main themes of the interview screening were about the following aspects:
personal migration itinerary, experiences in Switzerland, professional activity expe-
rience, ties with Tunisia and their potential impact in terms of Tunisia development
projects. All the interviews were recorded. Each retranscription was analysed by
focusing on the recurrence of the interviewees’ experiences, perceptions and aspira-
tions as potential actors of development in Tunisia and in Switzerland.

Both formal and informal channels were used to recruit the sample and these
included: email invitations sent to representatives of Tunisian Associations and the
Tunisian Embassy in Bern, who helped to distribute them; social networks
(Facebook, LinkedIn, Twitter, etc.); distributing leaflets with information about the
project at Arab cultural centres in various cities, etc. The data were collected between
July and November 2013, during a period of difficult political transition that divided
society according to political affiliations. This division was palpable in the political
and social discussions of the time, and in the confronting emotional opinions that the
members of the diaspora had about their perceptions of the role they should play in

""Based on residence status, this mainly comprised four groups: 1) people with dual Tunisian and
Swiss nationality; 2) permanently resident Tunisians; 3) non-permanently resident Tunisians; 4)
Tunisians with non-regular status and asylum seekers.

20ut of a total of 41 interviews, 27 were conducted with Tunisians who came from the first three
groups mentioned above; 5 interviews were conducted with Tunisians who held non-regular status
and/or were asylum seekers; and 9 additional interviews were conducted with representatives of
Tunisian diaspora associations, the Tunisian Embassy in Bern, and the Tunisian-Swiss Chamber of
Commerce and Industry.
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the development of their home country and the opportunities that they thought the
post-revolutionary context might bring.

We need to take some limitations of the study into consideration when
interpreting the data. Firstly, the short timeframe in which the data were collected
meant there was an unbalanced representation of the main groups of members of
Tunisian community residing in Switzerland included in our definition of target
group. Secondly, the political situation in Tunisia during the course of the study had
an emotional impact on the opinions and perceptions of Tunisians. It is therefore
important to place the study within the political context of the transition in which it
was completed. Accordingly, we need more studies in order to have a better
overview of Tunisian groups living in Switzerland and their feelings and attitudes
towards the changing context in Tunisia.

The following sections present some of the observations of the survey and some
testimonies of the Tunisians who were interviewed.

4.1 Migratory Paths

Tunisians born abroad started to arrive in Switzerland back in the 1940s. The numbers
increased during the early years of the twenty-first century, especially after 2010 with
the onset of the crisis and the end of the Ben Ali regime. Regardless of the period of
their arrival in Switzerland, the main reasons why people come are: professional
opportunities (e.g. a job with an international organisation), family regrouping,
studies, political oppression (especially during the Ben Ali regime) and the precari-
ousness of life in Tunisia (particularly for migrants from less privileged social
backgrounds). The analysis of the migratory paths of the members of the TCRS
allows us to highlight three main themes related to the opportunities and investment
possibilities of this community in Tunisia: the mobility and internationalisation of
social networks, risk taking through migration, and a project to return.

The mobility and internationalisation of the social networks of the members
of the TCRS are noteworthy elements within the context of their migratory paths.
Indeed, the mobility of this community, which establishes itself in different countries
and regions of the world before arriving in Switzerland, reveals multi-site life and
family itineraries. These multi-site paths enable the development of social ties and
the acquisition of skills (professional, technical and social) that come into play
simultaneously in Switzerland and in Tunisia. These networks are not only
favourable to migration but they also favour the development of professional careers
and the implementation of investment and entrepreneurial projects through funding
that is also multi-site (Cassarino 2000). The migratory paths are therefore influenced
by the social relations of the members of the TCRS outside the country and not
exclusively with Tunisians. With regard to the importance of social networks for the
professional careers and development of investment or entrepreneurial projects, this
involves all social and professional categories and includes students.
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Furthermore, the multi-site paths and accumulated networks and interconnections
of diasporas also have a propensity to facilitate the growth and internationalisation of
businesses from home countries. This is particularly beneficial for small and medium
size companies from (small) developing countries that find it harder to identify new
markets as part of their internationalisation endeavours, as shown by Minto-Coy
(20164, b) in their examples of the Caribbean diaspora.

“Risk taking” through migration is more significant among young males from
more modest social backgrounds who support their families back in Tunisia by
going to Europe. Their contribution takes the form of regular transfers of money to
cover everyday expenses, improve the living conditions of the family and develop
family businesses in Tunisia. It should be emphasised that these transfers are
dominant in the accounts of migrants from poorer social backgrounds in contrast
to the testimonies of those members of the TCRS who came from more middle- and
upper-class backgrounds.

Switzerland has become the main country of attachment for permanent residents
from all social classes. However, “permanent resident” status also offers the possi-
bility of multi-site life and family trajectories. Indeed, this status is a guarantee of
security—the security of being able to return to Switzerland—which is necessary for
the development of personal, professional and family projects in other countries.
Therefore, the migratory paths of permanently-resident Tunisians simultaneously
reveal a search for personal and professional security as well as important social
bonds in Switzerland and other countries. For this group in particular, “risk-taking” as
part of a temporary project to return to Tunisia is weak and wilfully assessed.

In the accounts we gathered, there was very little mention of a project for a
permanent return to Tunisia. This pattern relates to structural questions in Swit-
zerland (the quality of life and professional opportunities) and in Tunisia (limited
professional opportunities, the economic crisis and the instable political climate
linked to the end of the dictatorship, the revolution and the transition to democracy)
and to the effect of TCRS mobility. The career path, age, duration and residence
permit of the Tunisians are some of the determining factors and reasons for
remaining in Switzerland. For instance, the residence permit is an important factor
of non-return to Tunisia for the “risk taking” group, as they probably wouldn’t be
entitled to come back to Switzerland with a work permit. Therefore, non-return to
Tunisia does not result in a disengagement between this community and the country
of origin. On the contrary, this engagement is tied to the living experience of the
TCRS members in Switzerland and their attachment to Tunisia.

4.2 Experiences in Switzerland

The analysis of the situation and the living experiences of the members of the TCRS
in Switzerland is essential to understanding the investment and entrepreneurial
possibilities in Tunisia. Indeed, the mobilisation of resources by migrants does not
depend solely on their personal profile, their training or their professional activity,
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but rather it depends equally on the environment and the opportunities offered by
both the host country and the country of origin. To measure the experiences lived by
Tunisians in Switzerland, it is important to observe their level of satisfaction with
living conditions and learning, employment, investment and entrepreneurial oppor-
tunities in their host country. The factors of cultural and professional integration in
Switzerland must also be taken into account, especially access to the jobs market,
residency status and a sense of belonging.

4.2.1 Degree of Satisfaction in Relation to Local Conditions

Most of the participants believe that living conditions are better in Switzerland than
in Tunisia in terms of salaries, professional and career opportunities, equal oppor-
tunities for men and women, the honesty and integrity of politicians, the quality of
the social, educational and cultural systems, the living environment as well as better
future perspectives for their children. On the other hand, social life is generally
considered to be more attractive in Tunisia than in Switzerland. While some of the
Tunisians who were surveyed value the Swiss context for the freedom, range of
choices and learning opportunities that it offers, which also allows them to develop
personal and/or professional skills, others see Switzerland as little more than a place
of work.

Generally, we see that most Tunisians in Switzerland hold a positive view of their
country of residence, particularly with regard to employment, academic training, the
quality of the social system, infrastructure and the living environment. However,
many of them feel that it is difficult to do business and set up business there. They
highlight the fact that this country does not give enough encouragement to migrants
as potential entrepreneurs and vectors of commercial and cultural exchange. This
feeling questions Swiss public policies on migration and diaspora, and more gener-
ally, it disputes the place and the role given to the migrants in this country. The
possibility of integration, a tolerance of foreigners and access to a residence and
work permit also received negative evaluations. These negative elements represent
obstacles for the development of the investment and entrepreneurial projects of the
members of the TCRS in Switzerland and in Tunisia.

4.2.2 Access to the Labour Market and Entrepreneurial Activities

Access to the jobs market plays a central role in the integration of the members of the
TCRS in Switzerland as well as in their capacity to invest in their country of origin.
The majority of the Tunisians surveyed are currently satisfied with their salary and
their professional position. They believe that their professional position corresponds to
their skills and qualifications. Nevertheless, some of them are experiencing difficulties
to enter the labour market. A lack of professional experience, the limited social
network, precarious residence permits, the obstacle posed by the language, limited
employment possibilities for foreigners are some of the barriers in Switzerland that
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especially affect the least qualified members of the TCRS or those who have graduated
recently.

Several participants highlighted Switzerland’s limited interest in the professional
insertion of young migrants who graduate from Swiss institutions. This perception
deserves particular attention at two levels. On the one hand, the experiences accumu-
lated by the Tunisians through their studies and their professional life in Switzerland
represent valuable resources in terms of skills, professional networks and social capital
that Tunisia could benefit from. On the other hand, in the current competitive world
context, and given the weak probability of these graduates returning to Tunisia
because of their propensity for mobility, countries with dynamic migratory policies
could take advantage of the Swiss investment in the training of young Tunisian talent.
This refers to the conservative Swiss policy on migration and more generally to
Switzerland’s poor valuation of the skills of migrants.

Several members of the TCRS, including a number of women, have created their
own businesses. They are active in different sectors: taxi companies, beauty or
hairdressing salons, cafés-bars, construction, solar energy, etc. However, we need to
distinguish between two different types of entrepreneurial commitments: businesses
started by highly-qualified Tunisians and those created by Tunisians with basic
training and modest financial resources (mainly in the sales sector, the services sector
and manual trades). Beyond these differences, the two models of entrepreneurs share a
high level of initial risk and the support of their social networks which, in certain cases,
compensate for the weakness of the initial investment. Some of them supplement their
entrepreneurial activities, and consequently their income, with an extra job. In certain
cases, these activities are linked to studies or training in Switzerland. The profile of the
Tunisian entrepreneurs in Switzerland reveals a high capacity to innovate and take
risks. This potential should be highlighted and taken into consideration when design-
ing policy on migrant skills and entrepreneurship in Switzerland.

4.2.3 Residency Status and the Sense of Belonging

The collected data show a positive correlation between the length of time that the
members of the TCRS stay in Switzerland and their sense of belonging to that
country. However, this interdependence is not at the expense of ties in Tunisia. Their
testimonies effectively reveal a sense of belonging as transnational actors to the two
countries, or even to any other place where they have created ties (Levitt and Glick-
Schiller 2004; Kofman 2005). The multiple identities and belongings of the mem-
bers of the TCRS are particularly reflected in the following comments:

I am also happy in Tunisia. Because I am Swiss-Tunisian, I therefore feel that I am in the two
countries (a member of the TCRS).

For me, it would be difficult to return to Tunisia, mainly because there is no mixing there. In
my case, I need to mix in order to live. It is difficult to live with just one’s own nationality. I
see myself as a citizen of the world (a member of the TCRS).
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Even though the members of the TCRS hold different kinds of residence permits,
their formal resident status and their nationality/nationalities do not generally limit
their sense of belonging to Tunisia or to Switzerland. In other words, even though
their formal belonging could be created by the status that their nationality/national-
ities or residence permit gives them, the attachment to their host country and their
country of origin is built independently of this. Certain studies have shown that a
migrant who lives permanently and who is integrated in a foreign country does not
necessarily see a weakening of the bonds with the family and the community back in
the country of origin (Portes et al. 2002). Our observations suggest that the feeling of
belonging to Tunisia is very high among the members of the TCRS irrespective of
their official residence permit or the duration of their stay abroad. The Tunisian
identity allows them to identify with, and feel close to their country of origin. Even
without living there, they maintain strong emotional, economic and/or professional
bonds with Tunisia.

I have nothing against Switzerland; this is a personal challenge. I am more Swiss than
Tunisian in terms of heart and mind, but I am a Tunisian of origin and I will remain a person
of Tunisian origin (a member of the TCRS).

4.3 Links and Impact on Local Development in Tunisia

The majority of Tunisians have a prevailing interest in the regional and/or national
development of Tunisia. Furthermore, their personal aspirations are linked to socio-
economic development in Tunisia, as we saw that the majority of Tunisians believe
that their current activity could benefit their home country in various ways, which
include: transferring know-how and capitalizing on their accumulated competences,
participating in social grassroots cooperation projects that involve the local commu-
nity, promoting trade and business links, entrepreneurial activities, and academic
and scientific exchanges. Some Tunisians pointed to the possibility of contributing
through physical return to their region of origin and encouraging ventures to deploy
their accumulated skills once they go back. Their aspirations are clarified by a moral
feeling of commitment and loyalty towards Tunisia.

The analysis of our observations has led us to recognise that the aspirations of
Tunisians in Switzerland about how they engage with Tunisia depend on the
particular characteristics of their individual social profiles (such as age, level of
education, length of stay abroad, reasons for emigration, present activity) on the one
hand, and on structural factors linked to the country environment that influence their
opportunities to deploy the accumulated skills on the other. Consequently, the
migrants’ desire to contribute is mainly related to their personal profiles and objec-
tives, their experiences in Switzerland and the opportunity structures offered by their
home country. Most Tunisians associate their desire to contribute to Tunisian with
the professional experiences and the training they have completed in the host
countries.
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I think that as Tunisians, we must share the know-how of Switzerland, the skills we have
acquired in Switzerland, for the benefit of Tunisia so that it can develop and rebuild
(a member of the TCRS).

The strongest links that Tunisians have with their home country are through their
families back home, including both immediate and extended family members, who
are also an important source of information about the political situation and about
suitable investment environments or other types of collaboration opportunities in
Tunisia. Family ties and social networks provide Tunisians with the confidence that
is necessary to launch entrepreneurial activities in Tunisia (Cassarino 2000). The
families left behind provide significant support to help them accomplish their pro-
jects. Kinship links may be transformed into concrete engagements and actions,
particularly in those cases where migration is seen as a strategy to improve the living
conditions of a family. The geographical proximity of the two countries, Tunisia and
Switzerland, allows Tunisians to visit their home country at least once a year.
Furthermore, the aftermath of the revolution made it possible to reconstruct some
of the links that were lost during the dictatorship and this has opened up new
opportunities for engagement.

After the Revolution I was able to rebuild my contacts and personal relations, not only with
my immediate family, but also with my extended family: cousins, uncles and aunts. I can
also visit colleagues from my university days (a member of the TCRS).

We identified four specific vectors of engagement through which members of the
TCRS participate in socioeconomic activities in Tunisia: financial transfers and
investments, social remittances (Levitt 1998) in the form of social capital and
knowledge transfers, philanthropy and humanitarian aid, and plans to return. Of
these, financial transfers and investments came to the fore as the most specific
material vector between migrants and their home country. We were able to observe
how Tunisians who emigrated for economic reasons or those from a modest social
background are the people most likely to send financial remittances on a regular
basis. This observation finds resonance in the conclusions of other empirical studies,
which illustrate the relation between the level of remitting and investing in the home
country and the migrants’ level of education (CODEV-EPFL et al. 2014). As far as
Tunisians’ investments are concerned, three main types of investments stood out
from the data we gathered: purchasing land for agriculture or infrastructure, building
a house, and creating a small or medium-size business. These investments pursue
two major goals: ensuring adequate living conditions for migrants and their families
in Tunisia, and preparing for a possible return.

I sent money to my personal Tunisian account. I am living abroad, but I also have to save a

little so that I can go back with some money. Yes, God willing, I can stay for another five

years, [ will be able to have some money to allow me to buy a house in Tunisia (a member of
the TCRS).

The study unveiled various individual investments, most of which were in the
following economic sectors: information and communication, agriculture and for-
estry, real estate and administrative activities, construction, and scientific and tech-
nical activities. We were able to observe how Tunisians use the knowledge, and the
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technical and vocational skills they have acquired abroad to introduce new ideas,
establish small businesses and improve business management in Tunisia. However,
the likelihood of the Tunisian community reaping benefits from this depends on
many factors that are subject to local conditions and structures making it easy to
absorb these new skills, as well as existing resources and infrastructure, and to there
being a sufficient responsiveness and welcome culture among the local community.

4.4 Projections and Experiences of Tunisians Regarding
Investment in Tunisia

The accounts of the members of the TCRS highlight two peculiarities of the Tunisian
context that are favourable to investment and entrepreneurial projects in spite of the
dictatorship or the political instability after the revolution: these are the geographic
proximity of the two countries and family ties, which is a main factor in terms of
security and trust in Tunisia. Given the importance of these ties, the entrepreneurs
from the TCRS tend to invest in their regions of origin. The testimonies we gathered
reveal a lack of trust in the Tunisian authorities and low expectations of the Swiss
and Tunisian authorities with regard to any project that might involve them.

The characteristics of the entrepreneurs of the TCRS as well as their projections,
experiences and expectations towards entrepreneurship in Tunisia can be grouped
into three sections: a) positive and negative projections, b) hampered or failed
attempts and, c¢) investment in Tunisia from Switzerland, or after returning to the
country.

4.4.1 Positive or Negative Projections

Those members of the TCRS with positive or negative projections about investing in
Tunisia generally rely on their professional qualifications, experiences and skills
acquired in Switzerland as well as on their family ties. The members of the
TCRS have requirements regarding framework conditions (similar or close to
those in Switzerland) for any investment or entrepreneurial project in Tunisia.

The “positive-minded” beautician

“I got my beautician’s diploma with the idea of investing in Tunisia. With my
European diploma, people know [that] well (...) I am going to be successful.
The people think that a woman with a diploma from Europe is a professional. I
gained respect with so many diplomas and so much work. That pleases me. [ do
not think that the political situation can influence my plan to invest there. I think
that it should not be too complicated. You have to think positively. Otherwise,

(continued)
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nobody will do anything and the country will remain as it is at the moment”
(a member of the TCRS).

The “negative-minded” construction entrepreneur

“I would love to work back in Tunisia, I have a lot of experience. But I want to
work there in the European way. There is always this fear of a lack of
seriousness and corruption in Tunisia that holds me back” (a member of
the TCRS).

4.4.2 Hampered or Failed Attempts

Hampered or failed attempts coincide with the investment experiences of the mem-
bers of the TCRS in Tunisia during the Ben Ali regime and in the period since the
revolution. There have been significant difficulties associated not only with political
reasons (repression before the revolution and instability after it) but also with the
structural, socio-economic and cultural barriers of the Tunisian context (for example,
corruption, the lack of assistance to create businesses, bureaucratic delays, uncer-
tainties, etc.). These difficulties have resulted in the businesses of some Tunisians
going bankrupt while others regret their investment in Tunisia and abandon their
business project. Despite the problems faced in failed attempts to associate with
public institutions, other Tunisians have not lost hope in the possibility to generate
innovative projects in their home country. However, as Minto-Coy’s study (2011) of
the diaspora’s contribution to the Caribbean shows, failure to engage with the public
and private sectors may compromise the effectiveness of individual or organised
diaspora involvement by hindering any possible scaling-up activities with a devel-
opment potential impact in the home country.

The bankrupt business

“The Central Bank and the customs administration said it was one of the best
organised projects they had ever seen in Tunisia. I had a marvellous set-up.
This “cash cow” started to work well and we were making some extraordinary
lock mechanisms of our own, without any local credit facilities, which meant
we could escape the clutches of Ben Ali. So, of course, as soon as they saw that
I was starting to earn a little money and that I was paying the licencing
authority, they felt they had to “get their bit”. All my contracts contained a
non-corruption clause. I was proud of that. I thought that I was going to be one
of the first people to undertake a project of one’s own in Tunisia. At some
point, I felt that I was sheltered from. .. it was a rough time. I spent three
painful years of my life. Following this failure and thanks to my research into

(continued)
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mandates, I had an opportunity and I returned to Switzerland” (a member of
the TCRS).

Regretting the investment made in Tunisia

“My business was established in a disadvantaged, sensitive and risky region of
Tunisia. I didn’t even get around to producing anything. My staff had to be let
go. Today, I regret investing in Tunisia” (a member of the TCRS).
Abandoning the business project

“I wanted to invest in Tunisia and create a transport company. They rent cold-
chain vehicles, which is almost non-existent in Tunisia. We wanted to start
with a pilot project in (X) because it had a fishing port. We approached a
leasing company to buy the first truck. We had to put up 30% of personal
capital, which we had. But the leasing company turned us down because we
didn’t have a transport agreement, and you have to purchase at least 10 trucks
for that. We couldn’t manage to gather the equity (30%) for the 10 trucks. We
wanted to start off small, and then expand if things went well. We encountered
many administrative problems. Yet, I have experience as an entrepreneur in
other countries. In order to encourage Tunisians abroad to invest, it is neces-
sary to review the enterprise laws, which are made for “big companies”. A
young person cannot set up a business in Tunisia” (a member of the TCRS).
Confidence in a better future

“One day, someone from the government contacted me: “Sir, you are known
for your high skills and we would like to leverage them to establish solar
energy projects in Tunisia”. We developed the idea of a great value chain
project around renewable energies validated by an internal commission. All of
a sudden, the project started to wobble because the government weakened, the
future was uncertain; the people were worried about their prospects. All was
blocked at the administration level. Today, the project has not been totally
forgotten; it is in the pipeline waiting until things become clearer at the
institutional level. I was somewhat discouraged because of all the efforts and
means invested. However, I think that Tunisia will see an incredible economic
boost in the years to come. I may be one of the few ones saying this. But I do
believe it” (a member of the TCRS).

4.4.3 Investment in Tunisia from Switzerland or After Returning
to the Country

Several members of the TCRS confirm the importance of the professional experi-
ences and skills they acquired in Switzerland as well as family ties for their
entrepreneurial project in Tunisia. The experiences lived and the difficulties encoun-
tered by the entrepreneurs in Tunisia are many as the testimonies below illustrate.
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Investment from a distance

“The central idea was based on my experience in Switzerland. We created a
help and advice service in Tunis. People can come to talk about their medical,
financial or other problems, and we try to find a solution to them. We rented
premises for this purpose. Two of my siblings are helping us. We need to have
someone on site who we can trust. They work as volunteers” (a member of
the TCRS).

Entrepreneurship involving a return to Tunisia

“After the revolution, we started out with a small catering workshop. We had
six or seven employees at that time. After that, we opened our point of sale and
we soon had 15 employees. Today we have 35 people working for us. We had
many problems with recruiting and with maintaining quality. It was difficult to
find qualified people who were prepared to work at the rhythm of a start-up
and with the quality standards that we had imported from Europe. We had
problems in terms of hygiene, as we had to provide training for everybody. We
used the employment exchanges to recruit staff. We rarely found people who
understood our needs. Labour and employment law is too rigid in Tunisia and
thus unsuitable for start-ups. The banks are bad partners for businesses here. It
was only after overcoming several problems and after waiting for several
months that we managed to obtain some overdraft facilities. You have to
pay bribes all the time. When the merchandise was blocked at customs, they
wanted 1000 dinars to allow it through” (a member of the TCRS).

4.5 Factors Influencing Engagement, and the Expectations
of the Members of the TCRS Towards Tunisia

4.5.1 Constraining and Encouraging Factors

The experiences of the TCRS and the examples of the activities presented above
reveal the personal, structural (in Tunisia and in Switzerland) and behavioural
restraints that can sometimes make it difficult to invest and create a business in
Tunisia. Notwithstanding these restraints, there are certain encouraging factors that
facilitate Tunisians’ investments in their home country. Table 1 offers an overview
of the constraining and encouraging factors.

The diversity of constraining and encouraging factors has an influence on the
development possibilities of investment projects and the creation of companies by
members of the TCRS, and this diversity also influences their mobility decisions. As
with the findings of Carling et al. (2016), we could see that Tunisians rely on families
and friends, social media and networks for information about the home country
environment and this influences their mobility and entrepreneurship decisions. In
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Table 1 Factors influencing the investment and entrepreneurial projects of the TCRS in Tunisia

Encouraging factors

Constraining factors

Emotional ties with Tunisia that result in high
incentives for development

A lack of support for diaspora initiatives from
the Tunisian and Swiss governments

Strong family bonds and support

Limited financial funding for diaspora
initiatives

Skills and expertise of the diaspora

A lack of trust in the Tunisian public
institutions

Social and professional integration in
Switzerland

Political instability in Tunisia

Students and young professionals are open to
opportunities

A lack of receptiveness from the local
community in Tunisia

Geographical proximity between Switzerland
and Tunisia

Vulnerability linked to residence permits in
Switzerland

The renowned quality of Swiss education and
training systems

Difficulties to create businesses in Tunisia
because of structural, socio-economic and
cultural barriers

The scientists and researchers are well
established in Switzerland

Rigorous framework conditions in Tunisia for
investing and establishing entrepreneurial
projects

Associative activities and community actions

Difficulties to find qualified and competent
local staff in Tunisia

Skills, networks and social capital developed in
Switzerland and in other countries are ready to
be deployed in Tunisia

Absence of supportive conditions to allow
qualified members of the diaspora to launch
initiatives and projects

Internet and social media

Divisions between the associations of the
TCRS

The diaspora’s dynamism, creativity and search
for innovation

Lack of time

addition, the experiences of Tunisians show how significant changes need to be made
to the political, economic and cultural structures to make it possible to harness
migrants’ resources and translate them into investment and entrepreneurship endeav-
ours with positive effects for the home country. This illustrates the importance of
paying sufficient attention to the local cultural and political aspects in the present
discussion on diaspora remittances and business creation in the home country
(Gillespie et al. 1999; Nielsen and Riddle 2007; Nkongolo-Bakenda and
Chrysostome 2013; Carling 2014).

5 Conclusions

This empirical case study on Tunisian migration in the post-revolution context shows
that the members of the TCRS are potential actors for investment and entrepreneurial
projects in Tunisia thanks to the richness of their multi-site migratory paths and their
international social networks, as well as their savings and professional and technical
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skills, most of which have been acquired in Switzerland. Moreover, this community
feels a strong motivation to contribute to the development of the country of origin,
and effectively its members are very attached to Tunisia.

The spontaneous individual-based actions they undertake in their localities of
origin reveal their entrepreneurial determination through investment, business start-
ups and job creation outside the framework of established supportive public policies,
thereby highlighting the opportunities and constraints of the diaspora option. How-
ever, mobilising the skills and resources of the diaspora and encouraging their home
country engagement does not depend solely on migrants’ personal profiles, training,
professional activities or even their motivation, but rather it depends equally on the
environment and the opportunities offered by both the host country and the country
of origin.

The study reveals significant hindrances on the development of investment and
entrepreneurial projects by members of the TCRS in Switzerland and Tunisia. The
TCRS members are generally satisfied with living and employment conditions in
Switzerland. However, they consider the Swiss context to be a difficult one in which
to do business or start up a business, and too restrictive in terms of residence and
work permits. Yet, Tunisian entrepreneurs in Switzerland show a high level of
dynamism, creativity and desire for innovation.

As far as the experiences of the TCRS in Tunisia are concerned, these provide an
insight into the constraining and encouraging factors that are linked to entrepreneur-
ial activities in the country. On the one hand, the entrepreneurs at the heart of the
TCRS rely on the professional qualifications, savings, experiences and skills they
have acquired in Switzerland or elsewhere, the geographic proximity between
Switzerland and Tunisia, and their family ties. On the other hand, a lack of trust in
Tunisian public institutions, structural, socioeconomic and cultural barriers that
hinder the creation of companies in Tunisia and political instability are all important
constraining factors. The potential of TCRS members as development actors
highlighted by the results of this study could open a path for innovative public
policy design in both countries, encouraging migrants’ skills and entrepreneurial
projects and facilitating their mobility between Switzerland and Tunisia.
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Transnational Entrepreneurship )
in a Post-conflict Society: Perspectives Shex
from Sri Lanka

Rondy de Silva

Abstract In 2009, one of the longest running civil wars in South Asia came to an
end when the terrorist group the Liberation Tigers of Tamil Eelam (LTTE) was
defeated by the Sri Lankan military. The 25 year long war not only resulted in the
death of over 100,000 citizens and caused destruction of infrastructure; it also
stunted economic growth in the country. Further, the civil war also contributed to
significant brain-drain due to the mass departure of qualified professional from the
country.

According to the World Bank Sri Lanka has now emerged as one of the fastest
growing economies in South Asia in the short span of a few years; as a result of the
‘peace dividend’ brought about by end of the civil war. As the country enters its new
growth phase, this case study explores what the overseas diaspora and Sri Lankan
transnational entrepreneurs have to offer to contribute to this development, and the
role they can play in readdressing the brain-drain through their economic activities.
The research that was conducted with ten transnational entrepreneurs in their
country-of-origin of Sri Lanka elucidates on their reasons for return to Sri Lanka,
the business potential in post conflict societies and what policymakers can do to
attract further such transnational investment from citizens who have moved
overseas.

1 Introduction

There is a high correlation between national conflict and economic decline (Collier
and Hoeffler 2004). Civil unrest and wars are contributors to economic instability
brought about by uncertainty risks, poor investment and limited investor confidence
(Collier et al. 2008; Aziz and Niaz 2017). Human capital flight is also a significant
blow faced by conflict ridden economies and ‘Brain drain’ is the term often
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associated with the migration of highly skilled and trained individuals from a
country. Historically, ‘political turbulence, violence, and economic disruptions
have pushed people into migration’ (Goktan and Flores 2014, p. 271). While such
losses can be detrimental to many economies; turbulent and conflict ridden
economies in particular, can be argued to feel the effects more greatly (Fielding
2003a).

Given the recent rise of emerging and transition economies as significant global
economic players, there is growing interest in studying how entrepreneurship has
helped develop these nations. Post-conflict societies in particular can benefit from
research on the promotion of entrepreneurship in such economies as they seek to
bolster their national economic standing as they recover from the effects of the war.

Within the space of this chapter, this study will explore the role and views of
transnational entrepreneurs (TEs) in reinvigorating the economies of the post conflict
society of Sri Lanka. TEs are specifically chosen as recent literature credits such migrant
entrepreneurs with contributing to the rapid rise in economies such as China and India.
(Jain 2006; Naude et al. 2015; Saxenian 2002a, b, 2006; Wei and Balasubramanyam
2006; Yeung 2002). Of the many types of migrant economic activity, transnational
entrepreneurs (TEs) in particular—especially those engaging in high technology
ventures; are shown to have the greatest potential for economic transformation in
emerging markets. Transnational entrepreneurs are those who engage in business
ventures that link their country of origin, (often a developing one) with their Western
host country. It is this circuitous business activity that is posited to create economic
development in emerging economies because it facilitates knowledge diffusion, new
industries, job creation and service innovation (Saxenian 2002a, b, 2005, 2006; Yeung
2002). Another defining proposition of such highly skilled migrant economic activity is
that it promotes migrants to reconnect with their countries of origin and creates an
avenue for less developed economies to counteract the negative effects of brain-drain
(Terjesen and Elam 2009; Saxenian 2002a, b). In recognition of the developmental
potential offered by TEs, it is in the interest of policymakers to attract and retain such a
valuable diaspora community (Agarwala 2012; Krishna and Balasubramnya 2015;
Pruthi 2014; Riddle et al. 2010) and promote ‘brain-circulation’ (Saxenian 2002a, b)
in emerging economies. Considering the small emerging economy of Sri Lanka as a
post-conflict society, this paper forms an exploratory study that views transnational
entrepreneurship in a hitherto under researched area.

2 Literature Review

The literature on entrepreneurship in post-conflict societies postulates that the
promotion and development of entrepreneurship in such contexts is of paramount
importance for economic development (Eifler and Seifert 2009; Bruck et al. 2011).
Entrepreneurship has long been established and accepted as a vehicle for economic
growth (Reynolds 1999; Thurik and Wennekers 2004) and there is a burgeoning
volume of literature that attests to this. However, in terms of research on
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entrepreneurship in post-conflict societies, there is an added dimension in current
research; one that proposes that entrepreneurship can help cement and sustain the
new found peace. The suggestion is that entrepreneurship in post-conflict contexts
promotes both economic growth and creates a foundation for peace by mitigating the
economic causes that can lead to strife and civil unrest (Kaufman 2013; Fielding
2003Db). In this vein, much of the published literature on entrepreneurship in post-
conflict societies appears to focus primarily on the development of SMEs and social
enterprises (Djip 2014). This study however considers transnational entrepreneurs
operating at a high level particularly in the technology industry.

Transnational entrepreneurship represents an increasingly evolving area of
research that has gained momentum because of the important role such migrants
are shown to play in their countries of operation. Transnational Entrepreneurs are
those who have migrated from their country of origin (COO), often a developing one
to a more developed Western host country, for the purposes of education and/or
work. TEs are significant as they engage in business ventures that link their home
country and host economy, and thus are embedded in dual national contexts. In the
literature to date, the more dominantly accepted and cited definition comes from
Drori et al. (2009) who recognise TEs as:

Social actors who enact networks, ideas, information and practices for the purpose of
seeking business opportunities or maintaining businesses in dual social fields, which in
turn force them to engage in varied strategies of action to promote their entrepreneurial
activities (Drori et al. 2009, p. 1001).

The business ventures of highly skilled TEs engaging in high technology
industries (rather than low-technology industries) are those credited with having
the most potential economic impact on an emerging economy. TEs and their high
tech start-ups are credited with successfully replicating the Silicon Valley models in
their native countries such as China, India and Israel (Biradavolu 2008; Drori et al.
2010; Pruthi 2014). A study by Krishna and Balasubramanya (2015) also established
that start-ups owned by transnational entrepreneurs in India are more likely to
survive and succeed than their non-transnational local counterparts.

Despite the apparent value that exists in researching the transnational
entrepreneurship phenomenon, a key limitation that can be identified in the
development of transnational entrepreneurship research is that studies are largely
been conducted by identifying ethnic minorities in developed countries. Limited
published research was encountered where the research data was collected and based
on a single country of origin of a TE and there is a distinct lack of studies on TE
activity in post-conflict societies. TEs are informed by their dual/multiple
worldviews due to their embeddedness in at least two (most often contrasting)
national contexts. It is based on this premise that this study seeks to explore TEs
views on the post-conflict society of Sri Lanka as they hold specific insights that can
inform why they chose to operate in Sri Lanka, how they assess their own
contribution and what they feel the developmental needs are of the country. Given
the specific nature of the inquiry based on their native country as a post-conflict
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society, this study will solely focus on their home country of Sri Lanka and not their
host countries.

3 The National Context of Sri Lanka

Sri Lanka, formally known as Ceylon under British colonial rule, is often
evocatively described as a ‘paradise’ island and ‘the pearl of the Indian ocean’. Its
geographic shape and location also makes it predominantly known as the ‘teardrop
of India’ (Fig. 1).

Sri Lanka is world-renowned for its export commodities of tea and cinnamon as
well as for the attractiveness of its resplendent beaches which makes it an attractive
tourist destination (SLTDA 2017). In contrast it has also garnered significant
notoriety for its brutal civil war that was waged by the terrorist group the LTTE
which sought a separatist state for the Tamil ethnic minority (Kapferer 2011). The
war that raged since 1983 for over 25 years resulted in political and economic
turbulence that stalled economic growth and hindered foreign investment due to
the uncertainty risks of the prevailing time (Central Bank of Sri Lanka 2017). The
human cost of war was not just the significant numbers of casualties but also the
migration caused by the civil unrest during the period of war (NHRDC 2017). While
many with the abilities to migrate doing so at the time, the country particularly
suffered from the migration of skilled workers. It is estimated that there are over a
million Sri Lankans that have migrated overseas for work (Department of Census
and Statistics 2017) (Figs. 2 and 3).

Apart from the human cost of war, there was destruction of infrastructure, ethnic
disharmony and stagnant economic growth. In May 2009, an extremely
controversial and brutal campaign by the Sri Lankan military brought the war to
an end. The alleged brutality of this final battle brought with it outcry from the
international media and human right campaigners who levelled accusations of war
crimes at the national leaders at the time. Despite this controversy, it was undeniable
that the new era of peace had a significant positive impact on the economic growth of
Sri Lanka, which began to thrive in the immediate post war period. Sri Lanka then
entered a new growth phase that saw it surpass many of its South Asian counterparts
(World Bank 2017).

The figure below demonstrates the immediate exponential economic growth that
was seen in the country after 2009. This has been attributed to the effects of the
‘peace dividend’ (World Bank 2017) (Fig. 4).

It is interesting to look at the economic impact of the end of the war, from statistic
relating to the key industry of tourism in Sri Lanka as a means of further illustrating
post war economic growth. Consider below the figures that evidence direct growth
from the point of the end of the war in May 2009 which demonstrates a rise in tourist
arrivals and foreign investment in the hotel industry since 2009 (Figs. 5 and 6).

In the years following the war, the diminished uncertainty risk has attracted not
only foreign investors but also attracted back some of the diaspora community that
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Fig. 2 Share of foreign employment (2015). Source: NHRDC
Refugees and asylum seekers from Sri Lanka, 2002-2008
ASYLUM COUNTRY 2002 2003 2004 2005 2006 2007 2008
63767 60922 57274 50730 69609 72934 73286
France 15938 15062 15304 15602 15669 16605 18102
Germany 17 403 15 121 12850 15304 5832 6388 6594
Canada 12873 12563 12062 11076 9877 21279 20442
United Kingdom 9545 7993 8 064 8098 8223 8554 8725
Other countries 13713 10349 8496 7329 7756 9188 10 596
Total refugees 133239 122010 114050 108139 116966 134948 137745
Asylum applications total 10917 6161 6029 6298 7343 5980 7057

Fig. 3 Source: AOM and IPS

migrated at the time of the war. Given this, and based on the premise that migrant
economic activity can provide great dividends for emerging economies (Zhou and
Hong 2015; Portes and Yiu 2013; Zweig et al. 2006) the national context of Sri
Lanka offers greater value for conducting research on TEs.
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Fig. 4 Real GDP growth rates 2008-2009. Source: NHRDC

Fig. 5 Growth in tourist arrivals in 2009. Source: Tourist Development Authority
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4 Methodology

A qualitative case study approach was adopted for this exploratory study as it allows
for a more open agenda when researching a phenomenon (Saunders et al. 2012). TE
literature documents the challenges of identifying and interviewing TEs, particularly
due to the regular travel they undertake between countries for their transnational
economic activities. The added challenge to identifying the sample was based on the
objective of interviewing elite TEs engaged in high technology industries. Therefore,
a purposive sampling method was adopted in order to reach suitable TEs quickly and
efficiently (Palys 2008). It was also advantageous that the commercial capital and
business hub of Sri Lanka, which is Colombo; is a relatively small city. A further
benefit is that the business elite are concentrated as a small network within Colombo
and it was possible for the author to identify the TEs fairly quickly through media
coverage of high profile Sri Lankan TEs. Contact was established with these TEs by
using a network approach through introductions provided by a premier business
journalist. The biggest challenge however was finding TEs who were in Sri Lanka at
the same time targeted as the period for the data collection. The data was gathered by
conducting semi structured interviews. This approach was deemed the most suitable
as it allows for in-depth inquiry through close interaction with the participants
(Corbetta 2003). Eight of the ten TEs interviewed were male and all the TEs were
engaged in a portfolio of business activities where at least one of the enterprises were
transnational and many had several businesses that were also localized operations in
Sri Lanka. Thematic analysis was adopted and the identification of themes was
inductive in nature where the themes were allowed to emerge from the data. The data
was collected as part of a wider project on the study of TEs and this chapter will
explore the themes relevant to the research objectives of this particular inquiry. As
stated previously the purpose of this study was to explore TEs views on operating in
Sri Lanka as a post-conflict society and the developmental needs of the island. To
this end, the ‘transnational’ nature of TEs and their businesses will be less explored
and this study will focus instead on the challenges and opportunities for development
as perceived by the TEs.

Several research questions will be addressed in this chapter through this study:
Why do TEs choose to return to engage in transnational enterprises in post conflict
societies such as Sri Lanka? What are the institutional challenges they encounter in
their national country context? And, what are the policies that can promote valuable
TE enterprises in such post-conflict contexts?

5 Findings and Analysis

The findings of the study evidence that the end of the civil war has certainly created a
more attractive climate for investment in the country, but that the civil war itself was
not a deterrent in terms of the TEs deciding to start their businesses in the island. The
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main reason that the TEs in this study chose to engage in their transnational business
ventures in Sri Lanka was their recognition that it was a largely untapped market due
to the prevailing conditions of the war at the time of their investment. All of the TEs
started their transnational enterprises at the height of the war and not after it came to
an end, this gave them the advantage of being early introducers of innovative
businesses that flourished further after the end of the war.

All the TEs of this study originally migrated to their original host countries of
USA (TE1, TE2, TE4, TES, TE8) and Australia (TE3, TE6, TE7, TE9, TE10) for the
purpose of higher education. It was interesting to explore why the TEs would choose
to start a business in a country that clearly was suffering the detrimental effects of
war, when they had migrated to Western countries comparatively less political
turbulence.

TE1 highlights that it is the first-mover advantage offered by post-conflict
societies offer great investment potential;

I don’t know why anyone would shy away from doing business in war torn country. Actually
some entrepreneurs would say that they are the best places if you can get in at the right time,
particularly right at the end of the war. If you are the first at the scene in the time of peace,
then you can go for the big government contracts, help solve the technology issues, help
rebuild and build new infrastructure (TE1)

This was echoed by all the TEs, who stated that operating a business solely in
their Western host countries would see them competing in matured and saturated
markets and thus reduce potential profits. They are able to see the capabilities of their
native countries and moreover not be afraid of entering such markets because they
are familiar with it.

At the end of the day Sri Lanka, has always and always will be home. My American friends
will look at what’s happening and naturally be afraid of coming here to do business. I am not
a foreigner and I know how the way things work here. . . I know how to get things done and I
can see the potential. While outsiders will focus on the risks (TES)

Certainly the TEs business operations evidence that they have indeed grasped the
opportunities offered by Sri Lanka in its post-conflict state. All the TEs of this study
were engaging in high technology businesses ranging from e-commerce activities,
software development, and the provision of payroll and back office services for
multinational companies (their clients) in the host country. The TEs believed that the
Sri Lankan market provided them with access to a skilled labour force. This helped
them retain the cost advantage as they are developing products and services
origination from the COO that served their host country markets/companies.
Interestingly all the entrepreneurs of this study were not involved in just a single
transnational venture but in a portfolio of business activities that also included local
commercial ventures. Apart from their transnational investments it was clear to see
that they were contributing to the Sri Lanka economy is several ways by bringing in
new industries, creating employment and also fostering other entrepreneurs.

The biggest opportunities I see in Sri Lanka are in tourism and venture capital now. Look at

the number of hotels that have come up in the space of a few years. I myself have an
adventure tours business as well now and have invested in new holiday resorts (TE8)
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I have started investing in young guys with big ideas, the ones who will find it hard to get
their businesses off the ground without equity for a bank loan. The positive attitude to start-
ups that you find in Silicon Valley you would not find here in Sri Lanka. By helping them out
I am in prime position to find the next big idea myself (TE6)

A further advantage of the economic boom in Sri Lanka’s post-war stage as
highlighted by TE9 was that the increased FDI and employment figures have raised
the standards of living and people’s aspirations. As a purveyor of a lifestyle brand he
has increased his portfolio to include luxury spas because of the growing demand in
recent years in Sri Lanka.

Given that this study is based on exploring TEs views on operating in Sri Lanka
and identifying means to promote such further transnational investment from
overseas migrants, it is also pertinent to explore the challenges of operating in Sri
Lanka. It is clear from the views of the TEs of this study that post-conflict societies
do offer great potential for investment particularly in relation to cheap labour of
skilled and unskilled workers. The TEs were quick to point out that as a relatively
new player, Sri Lanka as an emerging market is able to maintain a cost advantage
because the market has not yet reached levels of maturity as can be witnessed in its
neighbor India. One of the key challenges in maintain this cost advantage identified
by the TEs in this study was the level of training and development they perceived as
being required amongst their staff when recruiting to these businesses.

Of course I have access to great IT engineers with who cost less than if I were hiring for the
same job in the US. But there are some elements that have just not been covered in their
education. Like, what makes a product great and not just good. (TE 5)

The TEs were critical that the state education system in Sri Lanka was primarily
geared towards theoretical and technical know-how and largely ignored the value of
soft skills such as communicating and presenting at international standards. The TEs
found that their local staff needed extra training in high standards of customer
service and service delivery. Where the TEs were engaging in new and recently
introduced industries, it was claimed that the training costs were higher. For example
TES is a pioneer in the games development industry in Sri Lanka, and as a pioneer
had to invest large sums of money hiring international staff to train local staff in Sri
Lanka by virtue of it being a new industry. He was critical of the government’s lack
of support for the industry, not just in the provision of funding for the development
of the industry but also the challenges associated with visa regulations enabling him
to hire international staff to his business. The TEs were also personally affected by
the lack of clarity and confusion regarding dual citizenship and property ownership
rights. TE1, TE10 and TE2 were the only entrepreneurs still maintaining their Sri
Lankan citizenship for fear of losing their assets, while the rest of the TEs held
citizenship either in the US or Australia. The introduction of a new regulation with
regards to foreign ownership of assets was causing consternation for these TEs at the
time of the research.

A further criticism by the TEs was levelled against the bureaucratic and inefficient
processes in the formal institutions in Sri Lanka. It was purported that the
institutional processes were slow and the systems were not keeping pace with the
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demands of the market. Coupled with institutional corruption which supported an
informal payment system to speed up processes, institutional failures were also
identified in terms of the lack of protection offered to new technology industries in
terms of copy right protection, patenting and cybercrime. The TEs believed that the
inadequacies in formal regulations for protecting their ideas and innovations could
make potential investors loathe to start ventures because it would leave them
vulnerable to competition and the appropriation of their intellectual property.

6 Discussion and Conclusion

This book chapter sought to explore transnational entrepreneurship in the emerging
economy and post-conflict context of Sri Lanka. The primary learning from this
study is that TEs are not deterred by the developmental needs of the country. Rather,
they are attracted by the potential offered in terms of introducing new industries and
access to a cheap, and more importantly skilled labour force.

The transnational entrepreneurs in this study clearly demonstrate their abilities to
introduce new industries and recruit and develop the labor force to a standard that
enables the workforce to engage in these industries. This is consistent with the
literature that demonstrates that TEs are capable of invigorating national contexts
through their businesses which promote the transference of skills and technologies
gained in the host country, to the home economies of the TEs (Saxenian 2002a, b,
2006). Such investment can be identified as key driver for governments in emerging
economies to welcome transnational entrepreneurs and provide enabling conditions
that foster such types of entrepreneurship (Agarwala 2012; Riddle et al. 2010).
Therefore it would make sense for the government to take heed to the needs of
such TEs in recognition of their valuable contribution to the economy. Yet, what we
find in the case of Sri Lanka is that the barriers that are created in terms of
immigration and property ownership could act as a deterrent to attracting the Sri
Lankan diaspora community to return to invest in their motherland.

The evidence from this study also suggests that the Sri Lankan government needs
to do more in terms of developing the local workforce via the education system.
Given the stories encountered with regards to the level of training required when
hiring local staff in Sri Lanka, it is a cautionary warning that the government will
need to invest more in introducing ‘soft skills’ to the curriculum so as to complement
the technical abilities of graduates. Such training will help maintain the cost
advantage for TEs and promote further investment from similar migrant
entrepreneurs.

Within the space of this chapter it has been possible to only briefly explore TE
activities in the post conflict society of Sri Lanka. Future publications on this study
will further evaluate and detail the differences in the national institutional
arrangements delineating between the formal and informal institutional framework
and also identify and categorize institutional voids.
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As a qualitative study this study has limitations as it does not seek to generalize
the findings. Rather, this study is offered as an exploratory path or pilot study to
inform further and more generalizable research. The study presents the TEs’ views of
their motherland as a means of provoking discussion around the value of TE
investment for post conflict societies and ultimately promote policy development
that to attract further investment from the diaspora overseas. This study attempts to
capture the exciting potential offered by post-conflict societies such as Sri Lanka that
endeavour to step out of the shadows of war towards a new era of progress.
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A Portrait of the Current Portuguese Wave m)
of Qualified Emigrants Shex

Susana Costa e Silva and Vilmanté Kumpikaité-Valitniené

Abstract For the several last decades Portugal has been an enjoyed positive
migration flows. Since 2008, however, it has experience increased emigration that
has not been seen since the late 1960s and early 1970s. This chapter aims to present a
portrait of the current Portuguese wave of qualified diaspora in 2008-2015. The
main reasons such as economic crises, low salaries and its citizens’ desire for better
work opportunities where highlighted. In addition, English language, education and
cheap traveling opportunities has changed the destination countries from former
Portuguese-speaking colonial countries to European and mostly English-speaking
countries.

1 Introduction

Oh salty sea, how much of your salt is tears from Portugal! For us to cross you, how many
mothers cried, how many children prayed in vain! How many brides remained unmarried so
that you could be ours, oh sea! Worth it? Everything is worth it if the soul is not small. Who
wants to go beyond Bojador'? You have to go beyond pain. (Pessoa® 1934)

!One of the most difficult capes to pass of the Western African Coast, in Western Sahara (Morocco).
Fernando Pessoa (1888-1935) was a Portuguese poet born who was in Lisbon. He is considered
one of the most remarkable Portuguese writers of all time and one of the greatest poets in the
Portuguese language, although he also wrote in English and French. The Message and Book of
Disquiet are two of his most well-known books.
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Historically, people always used to move from one region to another for different
reasons. However, nowadays, more and more people decide that they want to work
abroad. The reasons of this vary, however people often undertake this to try to find
better work opportunities and being willing to relocate to another country helps to
achieve this. Pessoa’s poem, and particularly its final sentence, points out the pain of
those who leave (to conquer the sea or world) and of those who remain, suffering
from the expatriates’ absence.

Portugal has always been able to display a high degree of openness to migration,
at different levels in its society. As a matter of fact, it is a country that not only
imports and exports a lot as a percentage of its GDP (Sarmento and Reis 2011), but it
can also be considered a country that receives a large number of immigrants as well
as a country from where many citizens emigrate.

Historically, Portugal was changing its status from emigration into immigration
and to emigration again time to time. The beginning of emigration from Portugal was
already in the fifteenth century. Its issues are connected with a period of overseas
exploration and colonization (Baganha et al. 2005). However, it was attractive for
immigrants because of its location in the middle ages also but lost popularity with the
decease of its status in the seventeenth century.

As statistics demonstrate, from the mid of the nineteenth until the mid of the
twentieth century around two million Portuguese left to Brazil and the USA. In fact,
Brazil has been a major recipient of diasporic immigration throughout its history
(Rochaetal. 2015). Around 4.5 million immigrants entered Brazil between 1870 and
1950 (Lesser 1999). In between the waves of migration, the number of emigrants
remained at a higher rate (Portugal is considered the country with the 12th highest
number of emigrants).” The next wave of emigration started in the mid of the
twentieth century and continued until mid of 1970s, when Portugal’s low qualified
labour force migrated to help expending economies of Central and Northern Europe
(Malheiros 2002). However, Portuguese emigration slow down due an economic
crisis started in Europe when major countries closed their doors to foreigners in 1973
(Malheiros 2002). In addition, the dictatorship finished after the Portuguese Revol-
ution in April 1974 and this influenced the return of many Portuguese exiles.

The numbers of emigrants increased again in the late 1980s when Portugal joined
the European Union in 1986. However, immigration’s rates started growing together
with emigration as being a member of the EU attracted non-EU citizens to arrive.
Numbers of immigrants exceeded emigrants until 2010 when the first emigration
wave was highlighted in the modern Portugal.

The last wave of emigration started in 2008 due financial crises. The character-
istics of emigrants changed in comparison with previous waves. It should be noted
that new Portuguese emigration became more qualified than it was in the past (Pires
et al. 2015). In addition, it is seen changes in destination countries and increased
popularity of non-Portuguese speaking countries and this demonstrates changes in

3Retrieved from https://www.publico.pt/sociedade/noticia/portugal-e-o-12-pais-do-mundo-com-
mais-emigracao-1712667 at 26/10/2016.
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the relationship between a colony and the coloniser. The aim of this chapter is to
present the last Portuguese emigration wave in 2008-2015.

2 The Main Characteristics of Portuguese Migration
in 2008-2015

2.1 Emigration Rates of Portugal in 2008-2015

The financial crisis that hit the global economy starting from the summer of 2007
was the biggest in post-war economic history. The crisis was preceded by long
period of rapid credit growth, low risk premiums, abundant availability of liquidity,
strong leveraging, soaring asset prices and the development of bubbles in the real
estate sector in the USA and the EU (European Economy 2009). This situation
influenced the increase of unemployment rates and emigration in European coun-
tries. Portugal was no exception. Its emigration flows started to grow in 2008 and
exceeded immigration in 2011 (see Fig. 1). Immigration to Portugal has been
dropping since the beginning of the Great Financial Crisis. In addition, we should
point out that, in the first wave of emigration—in 2009—the number of people
leaving the country decreased due to negative economic repercussions felt in Spain,
the neighbouring country that was, at the time, the main destination for Portuguese
emigrants.

As Fig. 1 demonstrates, the very high emigration growth started in 2011. Between
2011 and 2015 Portugal was under the financial assistance of the International
Monetary Fund (IMF), the European Central Bank (ECB) and the European

&% 29661 29718 2307

2109321741 22741

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Immigration Ist emigration wave 2nd emigration wave

—O=emigration Immigration

Fig. 1 Immigration and emigration rates for Portugal in 2003-2014. Note: Prepared by the authors
in accordance with the statistical office of the European Union Eurostat [2016 and 2017 (Retrieved
from http://ec.europa.eu/eurostat/web/population-demography-migration-projections/statistics-illus
trated at 30/01/2017)]
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Fig. 2 Net migration rates (net migration rate is the difference of immigrants and emigrants of an
area in a period of time, divided (usually) per 1000 inhabitants) in the EU in 2014 and 2015, number
of migrants per 1000 citizens. Note: Prepared by the authors in accordance with the statistical office
of the European Union (Eurostat 2017)

Commission (EC). This period could be called as the second emigration wave. It is
estimated that 586,331 people left the country in the period of 2011-2015 (PorData
2015). This figure represents around 5% of the whole population. Of this number, it
is estimated that 41% of people have undertaken a permanent emigration, that is,
people who have left to live in a different country for 1 year or more. However, we
could note that immigration rate again increased in 2015. This has contributed to the
stabilisation of the Portuguese population, as we previously inferred.

2.2 Overview of Population Changes in Portugal
in the Context of the European Union

Portugal takes one of the leading positions in emigration in last years in the EU. As
Fig. 2 shows, Portugal had the sixth highest emigration rate among EU countries in
2014. It resulted in a loss of 3 people per 1000 citizens in the country. Those
countries with a higher emigration level were Greece, where they lost 8.5 citizens,
Latvia, which lost 4.3, Lithuania, which lost 4.2 and Ireland, which lost 3.6 people
per 1000. According to the statistical report of 2015 (Eurostat 2017), emigration in
Portugal had decreased by 1 citizen per 1000 but stayed in the sixth position, while at
the same time emigration increased in Croatia, Cyprus and Romania.

Estimates from the Observatério da Emigracdo (2015) suggest that 2.3 million
Portuguese people currently live outside Portugal; according to the same source, this
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number is 10% higher than the number registered in 2010.* However, the Depart-
ment of Economics and Social Affairs of the United Nations (UN 2015) reports a
number close to 2 million but some experts report a much higher number. The
Portuguese Didrio de Noticias® puts the total Portuguese population at 42 million and
estimates that 10.6 million of them are living in Portugal, with the remaining 31.4
million outside the country.

Moreover, Portugal is an aging country. As a matter of fact, the birth rate in
Portugal is smaller than the EU average. According to PorData,® in 2014, in Europe,
10.1 children were born per 1000 people, whereas in Portugal only 7.9 children were
born per 1000 of the population. Historical evidence tells us that it is necessary that
fertility rates should be maintained at a rate of at least 2.1 children per one female in
order to maintain population levels, however this rate is much lower in the majority
of developed countries. For example, according to Eurostat (2017), fertility rates in
the EU28 member states were 1.58 children per female in 2014. This means that
these countries are faced with a decrease in their local population. Furthermore, the
average life expectancy has been growing steadily, since the 1990s and in 2014 it
was 79.9 years in the EU. Countries look to immigrants in order to counteract an
aging population and to increase the labour force. However, in doing so, they are
quite often faced with controversial situations, especially in the EU. Portugal is a
very good example of such a situation: its life expectancy is 81.3 years, one of the
longest among the EU countries and at the same time its fertility rate was the lowest
at just 1.23 (see Fig. 3).

4Ac:cording to the Portuguese newspaper—O Didrio de Noticias—these figures are calculated by
the Observatdrio da Emigrac@o on the basis of the numbers of Portuguese permanent migrants that
entered other countries. Retrieved from http://www.dn.pt/sociedade/interior/223--das-pessoas-
nascidas-em-portugal-vivem-fora-do-pais-5577719.html at 16/01/2017.

Retrieved from http://www.dn.pt/inicio/portugal/interior.aspx?content_id=1192698 at 22/09/
2016.

SRetrieved from http://www.pordata.pt/Portugal/Taxa+bruta+de+natalidade-527 at 26/10/2016.
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Fig. 4 Average salaries in the EU member states in 2015 and 2016. Note: Prepared by the authors
in accordance with the statistical office of the European Union Eurostat 2016

Summarizing, looking at the situation presented in this subchapter, Portugal
should to rethink their strategies to attract and retain human capital as this is
considered vital for a country’s development.

2.3 Portuguese Economic Situation in the Context of the EU

Economic Equilibrium theory (Bauer and Zimmermann 1999) highlights that dif-
ferences in salaries are the main reason for migration. Figure 4 demonstrates an
average salary per month was 1001 euros in Portugal in 2015 and 2016. This figure
was the lowest in comparison with the other EU15 countries, excluding those
member states that joined in 2004 or later.

The study of Watanabe (1969) repeatedly refers to the gap between rich and poor
countries and the resulting imbalance among living conditions as a motivational
factor for migration. Mihi Ramirez (2016) divided the EU countries into rich and
poor based on their median GDP per capita value as a splitting criterion (GDP USD
and GDP PPP-adjusted). In accordance with this criteria Portugal fell into the group
of poor countries. His study highlighted that earnings, economic freedom and the
poverty line have a positive correlation with emigration in poor countries (Mihi
Ramirez 2016).

Comparing salaries with the most popular destination country for Portuguese
migrants, we can see that the average monthly salary in the UK was 2253 euros in
2015, which dropped to 2113 euros in 2016. This was the only country where the
salary decreased, a fact that could be explained by the drop of pound due to the UK’s
decision to leave the EU in the “Brexit” referendum on the 23rd of June 2016.
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Despite this, these figures clearly explain why Portuguese people chose to move
abroad or not return home after their studies as they found better opportunities
abroad. In addition, the UK was the country where Portuguese emigrants found it
easier to get a job. Among the Portuguese living in the UK, according to the Pires
et al. (2015), 67% were in employment.

In many cases emigration is not only a matter of finding a job that would be
difficult or impossible to find at home, but of finding a career corresponding to the
qualification gained and that would be otherwise impossible to get in Portugal. This
means that the high degree of qualifications held has no correspondence to available
jobs in Portugal and that—in most of cases—the salary paid for a potential emi-
grant’s current job in Portugal does not correspond to the expectation of the
individual. In many cases, the salaries are so low that it becomes impossible for
individuals to live on the basis of their salary alone, which leads many to return to
their parents’ home or to look for alternative types of accommodation, such as
renting a room or sharing an apartment. In this way families feel this problem
more acutely and often decide to migrate (Liebig 2003). This corresponds with
Runciman’s (1966) Relative Deprivation theory and could be called survival strat-
egy (Kaczmarczyk and Okolski 2005). Similar situations have also been found in
Lithuania and other Baltic States by Kumpikaité-Valitiniené and Zickute (2017).

Comparing statistical data on salaries with the findings of Gomes (2015) we can
see a reason that educated people from Portugal prefer to move to foreign countries
with higher salaries. Pires et al. (2015) found that whereas in Portugal the majority of
the enquired got less than 1000 euros per month, after they moved from Portugal that
value raised to a range between 1000 and 3000 euros, with 7-8% of them receiving
above 6000 euros. This is in line with other studies (see, for instance, Borjas 1989a),
which have found that migrants follow opportunities wherever they are. Many
emigrants look positively on the possibility of migrating to other country and not
so positively on the possibility of returning home. This tends to be the case at least in
the initial stages of their emigration. Looking to the future, we could have an idea that
diaspora of this new wave will have an impact on the growth and internationalisation
of businesses in other countries (Minto-Coy 2016).

Moreover, in Portugal, as in many countries, there are professional groups that are
markedly more stigmatised than others by the effects of the crisis and by labour
imbalances. Therefore, it is within these professional groupings that more arguments
are put forward for labour unions, professional orders and special-interest groups.
One of the professional groups that Portuguese press has paid the most attention to is
nurses. According to Dual Labour Market Theory (Piore 1979), the labour market
has been divided into two sectors: the primary, which includes attractive jobs, and
the secondary, which includes dirty, dangerous and difficult jobs (Jennissen 2004). It
is said that native inhabitants take most of the attractive jobs, while the secondary
jobs are most often undertaken by immigrants. It is common to see news in Portugal
about the nurses’ situation, whether it is about the low salaries paid in Portugal
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Table 1 Emigrants by type of emigration and sex

Emigrants by type and sex

Permanent emigrant Temporary emigrant
Years Total Total Males Females Total Males Females
2010 23,760 19,008 4752

2011 100,978 43,998 31,329 12,669 56,980 39,958 17,022
2012 121,418 51,958 34,540 17,418 69,460 53,453 16,007
2013 128,108 53,786 35,632 18,154 74,322 55,779 18,543
2014 134,624 49,572 32,274 17,298 85,052 60,827 24,225
2015 101,203 40,377 26,806 13,571 60,826 44,101 16,725
Total 586,331 263,451 179,589 83,862 346,640 254,118 92,522

Source: Prepared according to PorData (Prepared on the basis of data withdrawn from http://www.
pordata.pt/en/DB/Portugal/Search+Environment/Table at 14/01/2017)

(which dropped to 4 euros per hour in 20127) or about the Portuguese emigrants’
living conditions in their host countries. According to Early Decision-Making theory
(Lee 1966) or Rational Expectation theory (De Jong and Gardner 1981), a dispropor-
tion of labour between sectors can be a reason for migration as well.

2.4 Demographic Characteristics of Portuguese Emigrants

Looking at types of emigration in Portugal in 2010-2015 we can see, in Table 1, that
fixed temporary migration is higher than permanent migration. Total migration rates
were at their highest in 2014 and started to decrease slightly in 2015. In addition, it
should be mentioned that more men migrate than women do: around 70% of men
migrate in comparison with 30% of women.

However, an article® presented analysis of Portuguese migrants, where 81% of
respondents live abroad more than 10 years demonstrated that distribution among
gender was balanced (51% men and 49% women).

Moreover, it should be highlighted that young people aged 20-29 emigrate the
most (see Table 2). The number of those who left Portugal whilst aged 30-39 is
slightly lower than this cohort. The third group that is most likely to emigrate is
people younger than 20 years and the fourth is those people aged 40—49. The reason
why young people are more likely to emigrate is because of study opportunities
abroad and cheap flight tickets.

Speaking about education of level of emigrants in Portugal, 15.9% of them had
tertiary education in 1990 and this number increased up to 19.0% in 2010 (World
Bank). 12.9% of all emigrants were highly educated in 2010 (OECD 2013). It was

"Retrieved from at 22/09/2016.
8Retrieved from http://expresso.sapo.pt/sociedade/2016-12-30-Portugueses-continuam-a-partir.-A-
partir.-E-a-partir.-A-decada-de-60-nunca-mais-acaba at 03/04/2017.
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Table 2 Permanent emigration by age group in Portugal 2010-2015

Years Total <20 20-29 30-39 40-49 50-59 60+
2010 23,760 8380 11,403 5409 1290 8 0
2011 43,998 20,964 12,334 9027 6076 2131 671
2012 51,958 5686 21,585 12,567 7258 2569 297
2013 53,786 4522 18,639 12,124 10,397 4821 2769
2014 49,572 3834 16,898 10,846 9747 4763 2740
2015 40,377 4198 15,412 9790 6799 2926 646
Total 263,451 47,584 96,271 59,763 41,567 17,218 7123

Source: Prepared according to PorData (Prepared on the basis of data withdrawn rom http:/www.
pordata.pt/en/Portugal/Permanent+emigrants+total+and+by+age+group-2522 at 14/01/2017)

18.3% of labour force with tertiary education in Portugal in 2011. Speaking about
the main new destination countries, this percent was 36.7% in the UK, 32.9% in
Switzerland and 27.5% in Germany.

Previous waves of emigrants were mostly non-qualified. In contrast, the current
wave of emigrants can be characterised as having high levels of qualification.
According to the report Education at a Glance (2015)° Portugal is the OECD
country where academic qualifications have been most improved. OECD data
shows that in 2011 11% of the Portuguese that emigrated had a university education.
This value is higher that the equivalent for 2001 when only 6% of people leaving had
a qualification at the level of an academic degree (Elo and Silva 2015).

According to a study coordinated by Gomes (2015), the majority of the highly
skilled and well-educated people emigrating in Portugal are aged between 30 and
39 years old. For people in their 40s, we find far fewer people planning to move their
lives abroad. In fact, only 10.4% of a sample of 1011 respondents in the study did
that (Gomes 2015). The majority of people that responded to the questionnaire
emigrated during 2011, and 43% of them who did held a Master’s degree.

Moreover, in Gomes’ (2015) study, the majority of the respondents declared that
they were able to do work that was compatible with their academic qualifications.
This made them feel valuable and that their skills had been recognised. Satisfaction
levels were high even when people had to perform functions in excess of their initial
qualifications. This was seen as a vote of confidence in their abilities and thus
translated into job satisfaction.

In another study'’—the Bradramo project: Brain Drain and Academic Mobility
from Portugal to Europe—conducted by a consortium of universities (University of
Coimbra, University of Porto and University of Lisbon), and on a basis of a 1011

“Retrieved from  http://www jornaldenegocios.pt/economia/educacao/detalhe/portugal_tem_baixos_
niveis_de_escolaridade_mas_deu_o_maior_salto_entre_geracoes_da_ocde?ref=DET _relacionadas at
27/10/2016.

0Retrieved  from http://www .jornaldenegocios.pt/economia/detalhe/mulheres_ate_40_anos_e_
solteiros_dominam_emigracao_qualificada_portuguesa, in 3 April 2017.


http://www.pordata.pt/en/Portugal/Permanent+emigrants+total+and+by+age+group-2522
http://www.pordata.pt/en/Portugal/Permanent+emigrants+total+and+by+age+group-2522
http://www.jornaldenegocios.pt/economia/educacao/detalhe/portugal_tem_baixos_niveis_de_escolaridade_mas_deu_o_maior_salto_entre_geracoes_da_ocde?ref=DET_relacionadas
http://www.jornaldenegocios.pt/economia/educacao/detalhe/portugal_tem_baixos_niveis_de_escolaridade_mas_deu_o_maior_salto_entre_geracoes_da_ocde?ref=DET_relacionadas
http://www.jornaldenegocios.pt/economia/educacao/detalhe/portugal_tem_baixos_niveis_de_escolaridade_mas_deu_o_maior_salto_entre_geracoes_da_ocde?ref=DET_relacionadas
http://www.jornaldenegocios.pt/economia/detalhe/mulheres_ate_40_anos_e_solteiros_dominam_emigracao_qualificada_portuguesa
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Fig. 5 The main destination countries of Portuguese emigration 2010-2014. Note: Prepared by the
authors on the basis of data from “Emigracao Portuguesa - Relatério Estatistico”, Observatério da
Emigragdo (2015)

sample of migrants with at least a degree highlighted that 43% of them had a
master degree and even 22% holding a PhD (Pires et al. 2015).

2.5 The Main Changes of Destination Countries
of Portuguese Emigrants

Brazil, as it was already mentioned before in this chapter, was the main destination
country of Portuguese migrants during period of 1820—1950. More than two millions
of citizens left a country during that period. France and Germany became new
destination countries in 1950-1974. In most of cases these migrants moved to
France, which is why we can find such a high number of Portuguese emigrants
living there (around 0.6 million).

During the third wave of migration, which started in 1985-1992, Switzerland went
in to leading destination countries of Portuguese emigrants (Baganha et al. 2005).

According to Pires et al. (2014), there are three distinct sets of destination
countries for nowadays Portuguese emigrants:

1. The ones with an older population on the American continent (Brazil, Canada,
USA and Venezuela). However, according to Fig. 5 and looking at mentioned
countries, we could see that just Brazil stayed in the list of the most attractive
destination countries. Emigration rate increased their by 22% during 2009-2013
(Observatério da Emigragdo 2015).
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2. Those facing renewed Portuguese emigration (Germany, France, and Luxembourg).
The most recent wave of emigration from Portugal, before the period being discussed
in this chapter occurred in the 1960s to countries such as France, Luxembourg,
Germany and Switzerland, and was characterised by the low qualification levels of
the people emigrating. In this group, Luxembourg assumes a relevant role, consider-
ing that this country, alone, counts in its population 16.5% of Portuguese.'' In
addition, data from 2014 shows that 18,000 Portuguese moved to France, 15,221
to Switzerland and 10,121 to Germany (see Fig. 5).

3. Those countries that are considered “new destination countries” by younger
generations (UK, Switzerland, and Spain). Data from 2014 shows that the most
popular destination countries for Portuguese emigrants are the UK (30,546
entries), Switzerland (15,221), and Spain (5923) as shown in Fig. 5. The number
of emigrants grew up by 9% to UK in 2003-2013 (Observatério da Emigracdo
2015).

If we take the recent 2010-2014 period, the United Kingdom has been receiving
the bulk of Portuguese emigrants. At the same time, Portuguese-speaking countries
have fallen out of the most preferred countries for Portuguese emigration. In fact,
Angola, Mozambique and Brazil take positions number 6, 8 and 11 in the ranking
respectively, according to Observatério da Emigracdo (2015). Macau, a former
Portuguese territory until the handover to China in 1999, is ranked number
19 according to the newspaper HojeMacau.'> These countries might be considered
to be more appealing in terms, due to the former colony-coloniser relationship and/or
because of a shared historical past, as well as the use of the same language. However,
these factors seem to be losing importance. In addition, unsurprisingly, Nordic
countries entered recently in the list of preferences of many qualified people, as
we can see in Gomes (2015). Between 2003 and 2013, Portuguese inflows increased
in Norway (+31%) (Observatério da Emigragdo 2015).

3 The Main Reasons of Destination Countries’ Changes

The main reasons of destination countries changes could be connected with English
language popularity’s growth, educational and career possibilities and development
of cheap airlines.

"Retrieved from http://www.politico.eu/article/luxembourg-migration-crisis-eu-asylum-refugees/
at 30/01/2017.

"?Retrieved from https:/hojemacau.com.mo/2015/10/30/emigracao-menos-portugueses-em-macat-
territorio-e-o-190-local-mais-apetecido/, at 18/10/2016.


http://www.politico.eu/article/luxembourg-migration-crisis-eu-asylum-refugees/
https://hojemacau.com.mo/2015/10/30/emigracao-menos-portugueses-em-macau-territorio-e-o-19o-local-mais-apetecido/
https://hojemacau.com.mo/2015/10/30/emigracao-menos-portugueses-em-macau-territorio-e-o-19o-local-mais-apetecido/
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3.1 Language

Historically, language had a big impact on destination selection for a long time. “Minha
patria € a lingua portuguesa”, which literally means “my motherland is the Portuguese
language”, is the most popular quotation from Pessoa’s Book of Disquiet (Pessoa 1913).
It is considered as an ode to the Portuguese language, which is the sixth most widely-
spoken native language in the world and the third most-spoken European language in
terms of native speakers."> For decades this sentence has been associated with the union
felt among those that speak Portuguese. Currently Portuguese is the official language of
Portugal, Brazil, Angola, Mozambique, Cape Verde, Guinea-Bissau, and Sdo Tomé and
Principe. It also has co-official language status in East Timor and Macau."*

Pessoa’s poem refers to a patriotic feeling and appeals to a feeling of respect
towards the Portuguese language, therefore suggesting that language is an important
shared factor between these countries. Pessoa’s sentence is frequently used as an
appeal for the countries that speak Portuguese to be united, thus creating a kind of
motherland. This means that, in some sense, these countries belong to the same
nation because they share a language. This is very important in terms of the priority
Portuguese migrants give to these countries, as they are seen as almost natural
extensions of a single country’s borders. It is as if a Portuguese native speaker
could consider any one of them as home. Therefore, when a Portuguese citizen looks
for better opportunities they can expect to find them in this “homeland” where the
comfort of “being at home” would be fostered due to the ability of being able to
express oneself in the same language. Hence, we can say that language encourages
migrants to choose one of the other Portuguese-speaking countries as a destination
for migration, where the feeling of home can be perpetuated.

Until the 1980s, French was the most commonly chosen second language of most
fifth grade students in the Portuguese public educational system. However, this
changed with the loss of relevance of that language, mainly due to the prominent
role gained by English in film, television and other cultural media. In addition to this
shift in the second language being studied from French to English, English also
began to be taught before the fifth year: first as an elective, considered as enrichment
activity, then as a compulsory course. According to law 176/2014 passed in 2014
(Direc@o Geral da Educagao 2014), English was defined as a compulsory language
from the third grade in public schools. 15 Currently, therefore, all students enrolled in
the third year and beyond will have to pass English in order to proceed to the
next grade; this practice had already been established in private schools before the
law was passed.

3In “CIA World Factbook”, retrived from https://www.cia.gov/library/publications/the-world-
factbook/geos/xx.html at 26/10/2016.

' And since 20/07/2010 also in the Equatorial Guinea.

'S According to the Portuguese Ministery of Education, retrived from http:/www.dge.mec.pt/
legislacao at 16/1/2017.


https://en.wikipedia.org/wiki/Angola
https://en.wikipedia.org/wiki/Mozambique
https://en.wikipedia.org/wiki/Cape_Verde
https://en.wikipedia.org/wiki/Guinea-Bissau
https://en.wikipedia.org/wiki/S%C3%A3o_Tom%C3%A9_and_Pr%C3%ADncipe
https://en.wikipedia.org/wiki/S%C3%A3o_Tom%C3%A9_and_Pr%C3%ADncipe
https://en.wikipedia.org/wiki/East_Timor
https://en.wikipedia.org/wiki/Macau
https://www.cia.gov/library/publications/the-world-factbook/geos/xx.html
https://www.cia.gov/library/publications/the-world-factbook/geos/xx.html
http://www.dge.mec.pt/legislacao
http://www.dge.mec.pt/legislacao
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Nevertheless, the trend to speak English among students has an older explanation.
Just like any other young people, English almost a natural second language for the
current younger generation. A comparison of the numbers of school children
studying foreign languages across the EU (Eurostat 2017) reveals that the average
child from the EU knows 1.7 foreign languages. At the same time Luxembourgish
pupils know three foreign language, and Irish and Greek children know one foreign
language. Portuguese pupils know just 0.8 foreign languages, which demonstrates
that Portuguese language still remains very important to its citizens, even though
there is a clear trend to add English as a language skill. And even though there is still
room for improvement in terms of the number of young people being able to speak
English, it seems unquestionable that the Portuguese rank well in the quality of the
English spoken. According to the English Proficiency Index, countries such as
Sweden, Netherlands, Denmark, Norway, Finland, Slovenia, Estonia, Luxembourg
and Poland are considered to have a very high proficiency. Portugal is not part of the
leader group. However, its position in the ranking is growing steady and according to
the 2015 report is ranks 13 out of 70 countries assessed, which grants it the
classification of high proficient. Portugal ranks above Spain (23), Italy (28), Hong
Kong (33), Russia (39), Brazil (41) and China (47). France (37) is dropping in the list
and is currently considered to have low proficiency of English (EF 2015).'°

Furthermore, we need to say that there is a long tradition in Portugal of subtitling
American movies rather than dub them which is probably the reason why in English
examinations, Portugal normally scores better in listening than in reading. On the
basis of the Report of Test takers Worldwide of 2015, in a list of 46 countries,
Portugal ranks 4 in listening and 5 in reading'’ (Educational Testing Service 2015).
As for TOEFL takers, within 45 European countries tested, Portugal is placed in
73.33% percentile, according to European Testing Service (2016) report on takers of
that exam during 2016,'® with a final score of 94, which is precisely the same
obtained by UK takers of the exam.

3.2 Educational Possibilities

The number of Portuguese young people that previously had an Erasmus study
abroad experience (around 81,000 by 2015)'” migrate quite often. It corresponds
with findings of Sell and de Jong (1978) have demonstrated, the desire to access

16 Available at http://media.ef.com/__/~/media/centralefcom/epi/downloads/full-reports/v5/ef-epi-
2015-english.pdf, retrieved at 4/4/2017.

'7 Available at https://www.ets.org/s/toeic/pdf/ww_data_report_unlweb.pdf, retrieved in 4/4/2017.
'® Available at https://www.ets.org/s/toefl/pdf/94227_unlweb.pdf, retrived 4/4/2017.

Retrieved from http://expresso.sapo.pt/sociedade/2015-11-01-Geracao-Erasmus.-A-mobilizar-
estudantes-desde-1987 at 27/10/2016.


http://media.ef.com/__/~/media/centralefcom/epi/downloads/full-reports/v5/ef-epi-2015-english.pdf
http://media.ef.com/__/~/media/centralefcom/epi/downloads/full-reports/v5/ef-epi-2015-english.pdf
https://www.ets.org/s/toeic/pdf/ww_data_report_unlweb.pdf
https://www.ets.org/s/toefl/pdf/94227_unlweb.pdf
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better opportunities for self-development and career dreams can also influence
people to emigrate.

In addition, the existence of training programs abroad such as the “Programa
Contato”**—a program co-financed by EU that aims at providing quality training to
young graduates in an international context—has contributed to the increase in
emigration. One of the benefits of this program is the use of an informal knowledge
network and a growing international contact network: the “networkcontacto”.*' In
programs like this, graduates are given the opportunity to work abroad, experience
that is in many cases followed by the decision to stay in the host country, whether in
the same company or not, or to migrate again elsewhere. These are just some
examples of the factors that form the basis of widening the opportunities for
young Portuguese potential emigrants. Already in 1962 Sjaastad (1962) in his
Human capital theories highlighted that a perspective of the distinctiveness of
migrant knowledge. Moreover, Chorny et al. (2007) pointed out that migrants are
often young and qualified individuals. In addition, according to Sjaastad (1962), the
decision to migrate abroad is an investment because an individual increases his or
her employment potential or takes advantage of the opportunities available to those
students who choose to study abroad.

3.3 Traveling Opportunities

A final reason it should be mentioned that better traveling opportunities beside
education programs and English encourage people to emigrate. The figures reflect
the existence of good and cheap opportunities for travelling within Europe as a result
of the growth of low cost flights to and from Porto, Lisbon and Faro. Low cost
companies started flying to Porto in 2005 and to Lisbon in 2009. Such companies as
Ryan Air, Easy Jet, Transavia, Air Berlin, Vueling, Germanwings, Monarch, Wizz
Air and Brussels Airlines, just to name few among all operating in Portugal.

2ORetrieved  from http://www.portugalglobal.pt/PT/InovContacto/Paginas/AboutlnovContacto.
aspx at 27/10/2016.

2'Programa Contact is on its 20th edition and since 1997 it was able to provide an international
professional experience to 4742 young graduates in all fields. The majority of these young people
was offered the possibility of having a professional career abroad. Programs like this, contrary to a
regular self-expatriation experience, are regarded as very positive considering that they formally
contribute to the increase of its attendee’s skills. As a matter of fact this program has been receiving
national and international recognitions and and it was considered as good practice by OECD
(in 2008) and by European Union (in 2010) in the context of contribution for the potential of
cultural and creative Industries in particular that of the SME’s. n November 2013 it was invited by
SFE—integrated in the initiative school to work—to be present in the European Union presidency
in Vilnius, Lithuania as one of the 20 best practices initiatives ever co-financed by SFE in order to
explain how it works and to be replicated in other European Union Countries. In 2015-2016, it has
been selected to be one of the success programs supported by community funds promoted at local
(country) level.


http://www.portugalglobal.pt/PT/InovContacto/Paginas/AboutInovContacto.aspx
http://www.portugalglobal.pt/PT/InovContacto/Paginas/AboutInovContacto.aspx
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Apparently the operations of these companies from and to Portugal contributed to
lessening isochrones to major cities in the world and increased the number of places
in Europe reached in less than 3 hours.

4 Discussion and Conclusion

Due to the economic crisis experienced in parts of Europe, namely in Portugal that
was intervened by troika from 17/5/2011 to 17/5/2014,22 the alternative seems to be
for young people to emigrate in order to find opportunities elsewhere. This corre-
sponds with Iravani’s (2011) findings that emigrants are normally in the most
productive phase of their professional lives, which means that leaving the country
at this stage may entail a significant loss in terms of human capital.

In the Portuguese case these conditions push people to work abroad in better
positions than many other foreign citizens, relegating to second place the previously
held argument for the common language factor as key in emigration. However, this
common language factor gains relevance in relation to the younger generation’s
choice to favour English as their second language, which makes the commonality of
the language spoken regain its previously-held role in influencing migration. This
helps to explain why the UK has recently caught the attention of so many Portuguese
people in their quest for new opportunities.

As aresult, we can say that emigration, in most of the cases, can be considered to
be a double-edged sword, and any possible outcome of this will be only fully
understood in the future. Although emigrants often think that the experience abroad
will be useful and relevant when, hypothetically, they return back home, this is
almost a taboo topic and normally no one dares to suggest the length of time that is
considered acceptable for the emigration experience. No one knows either if a
personal relationship or other type of bonds in the meantime created, would not
limit the possibilities of a return. However, aside from that, labour market seems to
still play a pivotal role in this decision. According to Costa et al. (2016), Troika
actually led to the deterioration of employment, health and education, and to an
increase in inequality in various dimensions. These are wonderful promoters of
emigration. And while its effects still endure, those who left are unlikely to return.
Pires et al. (2015) found that 43% of emigrants expect to be away for more than
10 years, thus displaying some discontentment with the Portuguese labour market
and overall the political and economic situations.

As it was mentioned before, everyone in Portugal seem to know of someone close
that “had to” emigrate. This is also, simultaneously, considered to be an inevitable
situation as no one wants their relatives to stay and face the difficulties in raising a
family, in some cases. This is perfectly reflected in Pessoa’s poem “O Mar Salgado!”

2In http://www.tvi24.iol.pt/economia/tvi24/fim-da-troika-e-depois-do-adeus and http://www.
jornaleconomico.sapo.pt/noticias/herr-tartuff-147235 consulted in 21/4/2017.


http://www.tvi24.iol.pt/economia/tvi24/fim-da-troika-e-depois-do-adeus
http://www.jornaleconomico.sapo.pt/noticias/herr-tartuff-147235
http://www.jornaleconomico.sapo.pt/noticias/herr-tartuff-147235
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written in 1934 in the book “Mensagem”. However, despite the idea was put forward
long time ago, it is still valid in some circumstances.

Presented situation highlighted that Portugal loses its human capital, which according
to Temple (1999) is one of the main factors on which the development of a country can
be based. Thus, even if a positive outcome from the migration experience has to be taken
into account, the expected value of any possible positive outcomes are pushed so far into
the future that anticipating it now seems to be very complicated. Moreover, Borjas
(1989b) found that return migration is more likely among migrants who were not
satisfied with their work abroad. Therefore, if the situation with salaries and career
possibilities is not changed in Portugal, migration flows will remain almost the same and
remigration will not increase. Therefore, we can say that, even though the “pain”
traditionally associated with the well-known phenomena of emigration in Portugal is
smoothed now due to high qualification levels and language proficiency skills, the
damages it can cause in the nation are significant at various levels, being economic
and social the most noteworthy. Time will tell.
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Four Lithuanian Emigration Waves: )
Comparison Analysis of the Main Host S
Countries

Vilmanté Kumpikaité-Valiiiniené

Abstract Lithuania gained its Independent from the Soviet Union after a 50 year
occupation in 1990. The country went through an economic, political, social and
cultural transformation, which affected the lives of its citizens. All these changes
influenced emigration from Lithuania. This chapter reviews four emigration waves
of Lithuania from 1990 to 2016. In addition, the chapter presents the results of an
empirical study provided with Lithuanian diasporas in the four main destination
countries, including the UK, Norway, Germany and Ireland during four emigration
waves. The results revealed the main push and pull factors, which influenced people
to depart to those countries. Low wages in Lithuania was highlighted as a primary
factor in all host countries and its significance grows during all migration waves of
modern Lithuania.

1 Introduction

The number of international migrants reached 244 million in 2015 for the world as a
whole (United Nations 2015). This number, according to the same source, increased
by 41% compared to 2000. This demonstrates the growing relevance of studies a
diaspora can have on both the home and host countries even as of 2003, Meyer
(2003) wrote that such population movements have become more fluid, with greater
opportunities to maintaining links and increased interaction between home and host
country. According to Minto-Coy (2011), the past two decades have seen significant
growth in the body of work on population movements generally referred to as
diasporas.

This chapter focuses on the case of Lithuania. It is counted that one in six citizens
has emigrated from Lithuania in the last decade.
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Lithuania restored its Independence from the Soviet Union after 50 years in 1990.
Independence brought the collapse of existing political, social and economic systems.
The change from command to market economy caused many companies’ bankruptcy
and rapid growth of unemployment (Stankunas et al. 2006). At the same time, the
transition from a communist to democratic system influenced growing inequality among
citizens which increased, corresponding with findings of Pridemore et al. (2007) and
Cao and Zhao (2010). In addition, the failure of the economy influences the alienation
and consequent emigration of citizens (Kaminski 2014), and this situation was seen in
Lithuania. Emigration became one of surviving strategies for citizens after such big
changes (Kumpikaité-Valitinien¢ and Zi¢kuté 2017). Lithuanians started to migrate to
the United States, which historically was always very attractive for Lithuanian emigrants
(Kumpikaité-Valitiniené and Zickuté 2016). Moreover, Lithuania has taken a leading
position for emigration among all European Union countries since it joined the EU in
2004. Looking at the Lithuanian migration picture from 1990, four waves of emigration
can be identified. Moreover, changes of host countries are fixed during that period.

Therefore, this chapter aims to present a comparison analysis of push and pull
factors in the main Lithuanian host countries (the United Kingdom, Ireland, Norway
and Germany) according to four Lithuanian emigration waves in period of
1990-2016.

The chapter is organized as follows: the first section gives a brief introduction of
four migration situations and their waves in Lithuania during 1990-2016. It con-
tinues with Lithuania in the migration picture of the EU. The second section reviews
Lithuanian diasporas in the main host countries. It consists of introduction of the
main destination countries and an overview of the main economic factors in those
countries. The third section presents an empirical study of emigrants in the main host
countries the UK, Ireland, Norway and Germany. Comparison analysis according to
four emigration waves is developed. Moreover, some “Brexit” issues are reviewed in
the third section also. This is followed by conclusions highlighted from the
conducted study.

2 Migration Situation in Lithuania

2.1 Four Migration Waves in Modern Lithuania

Officially, almost 150,000 citizens emigrated over the past 10 years and about
670,000 people left from Lithuania during 1990-2011. However, there is no very
clear official statistics about emigration numbers. According to Rakauskiené and
Ranceva (2013) just 55% of emigrants declared their migration after 1990.

This period could be divided into 4 waves (see Fig. 1):

1. Migration after Independence, 1990-2003;
2. Migration after joining the EU, 2004 (May)-2008;
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Fig. 1 International emigration ratios in Lithuania 1990-2015. Note: Designed by the author in
accordance with Source: Statistical office of Lithuania 2016, www.stat.gov.It

3. Migration connected with economic crisis and joining Schengen zone, from
2009;
4. Migration after joining Euro zone, 2015— now.

The first migrants from Lithuanian after gaining Independence were members of
the Soviet army and their family members repatriating to Russia. In addition, the
Jewish community left to Israel as they gained the possibility for free movement. The
migration of Lithuanians started in 1992 and 1993, when the country from planned
economy started to change to free economy. Many companies closed, the unem-
ployment rate rose from 0% in 1990 and grew to 14% in 1994 and 17.1% in 1995
(official calculation of this indicator started just in 1994). Kaminski (2014) noted that
citizens’ lives are influenced when society has political, economic, social and
cultural transformations. In addition, during such rapid changes, the inequality
among citizens grows (Cao and Zhao 2010). Having such big changes in economic,
social and political life, people started seeing migration as a means of survival in
Lithuania. Moreover, migration was as a part of a business strategy. Citizens started
to go abroad to buy goods and to sell them after returning to Lithuania. The USA was
the most attractive destination country for migration in that period. Many students
applying for visas and going to the USA with the “Work & Travel USA” program
went there and stayed for longer. Other countries with high wages, such as Germany
and the UK, were attractive destinations as well. Spain, with its geography and
possibility to work in gardens, became attractive for emigrants as well and became a
number four destination country for Lithuanians. The majority of migrants were
illegal and did not declare during this first phase of migration of Modern Lithuania.

The period when Lithuania joined the EU in May of 2004, was the beginning of
the second big wave of migration from Lithuania as the EU labour market opened its
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borders for Lithuanians. During that period, the United Kingdom became the
number one destination for emigrants, leading against the USA. Ireland became
number three, Germany fell to number four and Spain to number five. It should be
mentioned that unqualified, qualified employees and criminals left Lithuanian during
that period. This period’s strategy from ‘“‘surviving” (in the majority of cases)
changed to a strategy of “ensuring the livelihood of retirement”, “better education”
strategy and “career” strategy. The biggest flow of migrants was counted in 2005. It
was 57,885 declared citizens, in comparison with 26,283 in 2003 and 32,390 in
2006. Emigration flows from Lithuania started to decrease from 2006 to 2009. This
decrease was connected with the “gold time” of Lithuania, when the unemployment
level decreased to 4.2% in 2007, and wages grew. Economic development was seen
very well and stability in Lithuania finally arrived. During the period from 2004 and
2009, on average 16,000 people emigrated from Lithuania annually.

However, this continued just for a few years, before the economic crisis came to
Lithuania at the end of 2008. Economic crises as well as imbalances in the wage
system created by migration influenced the third wave of migration in Modern
Lithuania. According to Kaminski (2014), the failure of the economy influences
the alienation and consequent emigration of citizens. The unemployment level
jumped 2% and people started seeing emigration again as a “survival strategy”.
This period had the highest levels of emigration. However, it should be mentioned
that it started to be more declared at that time. Eight three thousand declared their
departure in 2010 and 54,000 in 2011. This huge growth of declared migration was
connected with new laws for all permanent residents of the country to pay compul-
sory health insurance. Therefore, many people who did not register their departure
earlier did this in 2010. We can see the number of emigrants increased by several
times in comparison with previous period. Young people started to migrate because
of better education strategies. The UK kept its leading position as the number one
destination country. However, Ireland took number two, Germany number three and
a “new” destination country, Norway, went to position number four. The USA
stayed number five and Spain went in to sixth position. It looked as though economic
stability had already returned and migration flows would stop or at least decrease. As
Pridemore et al. (2007) mention after the adoption of new systems economic and
social equilibrium had to return and emigration should decrease.

However, reality showed it differently. Lithuania joined the Eurozone from 2015.
Citizens felt quite a rapid increase of prices and almost no change in wages. It
appeared as though Lithuania still had not provided sufficient well-being for its
citizens. Emigration continued in 2015 and 2016. Forty-four thousand five hundred
and thirty-three citizens left Lithuania in 2015 in comparison with 36,621 citizens in
2014. In addition, the emigration number increased in 2016 up to 50,978. Statistics
show that the fourth emigration wave of Modern Lithuania started again. Therefore,
it is evident that emigration as a “survival strategy” continues in Lithuania. In
addition, more cases of a “new start” strategy appeared.
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2.2 Lithuania in the Migration Picture of the Current EU

Migration flows of all today’s EU members during 1990-2014 are presented in
Fig. 2. According to this information we can depict countries with positive migration
flows (14 countries), with negative migration flows (4 countries) and with changing
flows (10 years) in the analysed years. The biggest immigration number per 1000
inhabitants was fixed in Cyprus and Luxemburg. Those two countries had in average
more than 10 immigrants per 1000 citizens in analysed years. Malta, Austria,
Sweden and Germany also had high immigration rates. In addition, Belgium,
Denmark, Netherlands, United Kingdom, Finland, Italy, Hungary and France are
countries with positive inflow of emigrants too. Czech Republic and Slovakia are the
countries where migration flows changed from negative into positive in 2000 and
2014. Ireland, Portugal and Spain were changing from emigration to immigration
and finally again to emigration countries. However, Poland, Estonia and Slovenia,
which usually are known as emigration countries, had a positive inflow in one of
analysed years. Romania, Latvia and leading Lithuania with Bulgaria had negative
outflows of migrants in all cases.

Comparing Lithuania with other Baltic States (Latvia and Estonia), we can see
that migration from Estonia is low, from Latvia it increased in the last years and from
Lithuania is high for the last 25 years. Moreover, these are for mostly non-economic
reasons as political and economic changes were very similar in all three Baltic States.
However, it could be explained by a feeling of injustice. For example, a study of
Zickute (2013), based on Burkhauser et al. (1996) proposed criteria, which tells that
the middle-class should include those inhabitants, whose income exceeds the pov-
erty risk line by 2-5 times showed that Lithuania’s distribution in inequality
increased rapidly from 2007 to 2011. “There was 40% of the population belonging
to the middle class in 2007, while only 9% of middle class and even 90% of poor
citizens in 20117 (Zickute 2013). Twenty seven percent of Latvians were in the
middle class and 70% in the working class in Latvia in 2007 and 2011. Estonia,
according to its data had a “fair” society class distribution. The majority of the
population were respectively 50 and 60% in the middle class in 2007 and in 2011. In
addition, it could also be an image formed by media that justice is missing. This is
reinforced by the media, forming a negative opinion. However, it needs a deeper
analysis.

3 Lithuanian Diasporas in the Main Destination Countries

3.1 The Main Destination Countries of Lithuanian
Emigrants

Looking at the main destination countries (see Fig. 3), the top six countries are
highlighted. These results already we presented shortly in the subsection “The main
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Fig. 3 Emigration from Lithuania by its destination countries. Note: Designed by the author in
accordance with Source: Statistical office of Lithuania 2016, www.stat.gov.It

emigration waves in Modern Lithuania” of this chapter. The United Kingdom,
Ireland, Germany, Norway, the United States and Spain according to the statistical
office of Lithuania were highlighted as the main destination countries. However,
even looking at statistics of 2001-2015, there are changes of destination countries.
The popularity of Norway started to increase during and after the economic crises.
The United States was more attractive before Lithuania became an EU member in
2004 and got free movement in it later. The popularity of the UK increased
dramatically when Lithuania joined the EU. According to the Lithuanian statistics
department, around 147,000 citizens moved to the UK in 2004-2015. The newest
data was taken for selection Lithuanian diasporas for analysis. Therefore, the UK,
Ireland, Germany, Spain and Norway were selected and presented in more details in
this chapter.

3.2 Economic Factors in the Main Destination Countries
and Their Connection with the Migration Flows

Figure 4 demonstrates minimum wages and people at risk of poverty in 2015 in
Lithuania and its main emigration destination countries in Europe. Data shows that
the minimum monthly wage is higher in all destination countries and percent of
people living at risk of poverty is lower comparing Lithuania with other presented
countries. The Lithuanian minimum wage is more than twice as low as in Spain,
which has double the difference with Ireland, Germany and the UK.
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Fig. 4 Monthly minimum wages in bi-annual data and PPS index in 2015. Source: the statistical
office of the European Union Eurostat 2017. Note: Norway is not included, as it does not have fixed
minimum monthly wage

The average of the risk of poverty or social exclusion was 24.5% in Europe in
2014. In comparison (see Fig. 4) just 15% of citizens in Norway lived at the risk of
poverty and social exclusion when this percent was 27.3% in Lithuania and 28.6% in
Spain in 2015.

GDP per capita in PPS could be the explanation of not stopping emigration in
Lithuania (see Fig. 5). Purchasing power standard increased from 49 (in 2004) up to
75 (in 2015) in Lithuania. However, it is still lower in comparison with Lithuanian
emigration destination countries. Norway, which became very attractive for Lithuanian
emigrants in last decade, has its PPS at 160—more than two times higher than in
Lithuania. In addition, it is an interesting fact that Spain, even though its minimum
wage and PPS are at a very middle level, is still attractive for Lithuanians because the
mentioned indicators are higher than in Lithuania and moreover, Spain has more
attractive weather for Lithuanians.

According to a regression analysis depicting the main economic factors in
Lithuania, it was found that the unemployment rate, the Gini coefficient and Tax
Freedom Day explains 70.7% of emigration reasons (Kumpikaite and Zickute 2013).
The biggest influence for the emigration rate from highlighted indicators has the Gini
coefficient and the lowest—unemployment rate. The Gini coefficient demonstrates
income inequality When the Gini coefficient is higher than 30, inequality of incomes
becomes an important issue in the country. The comparison of those main factors
such as the Gini coefficient, Tax freedom day and unemployment level are presented
in Table 1.

According to that data, the Gini coefficient is lower in all destination countries
with some exception in Spain in comparison with origin Lithuania. The lowest Gini
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Fig. 5 People at risk of poverty or social exclusion and GDP per capita in PPS in Europe in 2004
and 2015. Source: the Statistical Office of the European Union Eurostat (2015b) and (2016)

index is fixed in Norway and does not exceed 30 in 10 years, and Germany, where
the index reached a level of 30 in 2007-2008 and 2014-2015. The UK, even as the
main destination country for Lithuanians has its Gini coefficient at 30 but it is lower
than in Lithuania. In addition, looking at tax freedom dayi, it is the shortest in the UK
and the longest in Germany and Norway. Tax freedom or liberalization day dem-
onstrates how long European employee in average should work for taxes. It is seen
that tax freedom day arrives to Germany and Norway only in July. It means that
employees work for taxes for more than a half of the year there. The Lithuanian tax
freedom period became shorter in the explored 3 years and should arrive in May in
2017. It is forecasted that tax freedom day will be the earliest in comparison with the
other explored countries in Lithuania in 2017. However, Lithuanians had to work
1 month longer in comparison with employees in the UK, Ireland and Spain in 2011.
The unemployment rate as well as the Gini index could explain the increased
popularity of Norway as the destination country to Lithuanian migrants. Once
again, the unemployment rate was higher in Lithuania after economic crises in
comparison with all analysed destination countries during most of that period. The
exception was 2006-2008—the “golden years” of Lithuania. However, the unem-
ployment rate was similar in Ireland as in Lithuania but Lithuanians still kept going
there. Notwithstanding, remembering the minimum wage and PPS in Ireland (see
Fig. 4) it was much higher in Ireland than in Lithuania. However, statistical data
demonstrated that the economic situation became worse in Spain. Therefore, it could
be the reason of decreased Lithuanian emigration flows to that country.



S10 LRUTIOWINNSUT' MMM ATRUT[OJA] IMISU] “(9107) VILVAYOd PUB 910 Jeisomy uorup) ueadoing 2y O 304jO [EINSHE)S 9], :90IN0S

V. Kumpikaité-Valitiniene

¢ Key 0T aunf 61 aunf eruenry
01 Ae]N £ aunf 61 AN uredg
6C AInf - - KemION
§ A[ng 01 Ang 11 Amf Aueuiron
- 8T KeN o1 Aey pueraIy
0¢ Ke 6 AeIN L1 KBy SN

L10T S10¢ 1102
110C ut Aep wopaalj XeJ,
6'L I'e L0l 811 el 149! 8Ll 9'¢l (Y 8¢ s 0’8 eluenyIy
961 1'ce SYe 1'9¢ 8'VC 7'1C 661 6Ll €1l '8 06 01 uredg
LY 'y [ €'e 0¢ 1'e 9°¢ [ 94 S v'e 4 AemIoN
'y 9y 0'S Y ¥'S 8¢ 0L 8L 'L L8 €01 €11 Auewron
6'L 1’6 [N el Lyl LYyl 6¢l 0Cl 9 LY 4 'y pue[aI]
8V (Y 19 9L 6'L I'8 8L 9L 96 [ 'S 8y N

9rer JuowAordwoun

- 6'LE 0S¢ 9ve 0ce 0€e 0°LE g'se 0ve 8'¢e 0°6¢ £9¢ eluenyry
- 9ve Lve Lee ve 0ve gee 6'CE 443 6'1¢ L'Ce §ce uredg
- 6'¢C §'eT L'TC §'ce 6'CC 9'¢C I've IS¢ L'€T I'1e '8¢ KemIoN
- 1'o¢ L0g L'6T £'8C 0'6¢ £'6C 1'6c c0¢e ¥'0¢ 8'9C 1'9¢ Aueuon
- X 8'0¢ 0'0¢ 6'6C 8'6C L'0g 8'8C 6'6C €1e 6°1¢ 6°1¢ pue[aI]
- &4 9'1¢ (443 £le 0°€e 0°€e 443 6'¢cE 9ce §'Ce 9ve AN

Xoput L)

910¢ S10c 10T £10¢ (41014 1102 010C 600¢ 800¢ L00T 900¢ S00¢

168

G10Z—S00T Ul SSLUNOd UONRUNSIP PUB BIUBNYIIT JO SI0JOR] OMUOU0I dWOS | IRl


http://www.institutmolinari.org

Four Lithuanian Emigration Waves: Comparison Analysis of the Main Host Countries 169

4 Empirical Study of Emigration Waves in the Main
Lithuanian Host Countries

4.1 Push and Pull Factors as Theoretical Background
Jor a Study

As the basis of the study, the push-pull factors were taken (see Fig. 6). Kumpikaité-
Valitiniené and Zickuté (2017), which present these factors in more detail. According
to Martin (2003) individuals are motivated and sustained by three major types of
influences. Positive and negative factors in the origin area are called demand-pull
factors, positive and negative factors in the destination area are called supply-push
factors and the third network factors connecting origin and destination countries. Early
decision-making theory (Lee 1966), cited by Maslauskaité and Stanktiniené (2007)
identifies also personal factors, such as family and personal sensitivity, intelligence,
and knowledge about conditions in other countries. According to the push-pull theory
(Cohen 1996) people depart because of social and economic forces in the place of
origin, or because they were attracted to the place of destination by one or more social
and economic factors there. The importance of different factors depends on every
person and can change in life periods. According to the Network theory (Massey et al.
1993), the existing migrants’ network helps to find a job, place to live and to decide the
mean of travelling (Kumpikaité-Valitiniené and Zickute 2017).

Push factors

ECONOMIC

« Too low wages in Lithuania

« Wage differences and income
inequality

+ Low level of Lithuania's
economic development

« Price politics of products

« I was unemployed

+ Unemployment level, too low

Pull factors

ECONOMIC
« Better opportunities to get a job
- Lower costs of living
- Higher income
- Lower taxes

. NON ECONOMIC/SOCIAL
employment opportunities - S
« A large number of Lithuanians in
« Not enough new work places .
L this country

+ Tax system and the burden of it
NON ECONOMIC/SOCIAL

« Personal life conditions

« Study and education system

« Not enough cultural centres,
museums

« Social conditions

« The level of health care

« Environmental conditions

« Family reasons

« Political corruption in Lithuania

« Intolerance of personal attitudes,
discrimination

« Intention to spread your culture
and religion

» Wish for changes

« Relatives living in this country

« The distance from the homeland
- Language

« Possibility of self development

« Political stability

- More attractive weather

« Better conditions of health care

« Higher tolerance

« This country's prestige

« Higher possibility for self-realisation

Home country
Destination country

Fig. 6 Push and pull economic and non-economic factors
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Regarding the case of Lithuania, such migration networks and created support
mechanisms in the destination countries work as pull factors that facilitate the
realisation of migration intentions (Sipavi¢iené and Stanktniené¢ 2013). Around
80% of Lithuanian residents have migrants in their close social environment (family,
friends, relatives, etc.) and 80% of departing citizens find a job abroad through these
networks (Sipaviciené 2011). Just an example of one family with six children in
Lithuania: one sister and a brother went to the UK as tourists in 1999 and stayed
illegally there. One other sister also moved there after several months. Later, when
Lithuania joined the EU, two other sisters moved after their school graduation and
the mother joined them too. Finally, the oldest sister with her two teenagers followed
her family and departed to the UK in 2011. This situation demonstrates that almost
every resident of Lithuania could tell similar stories about their relatives, friends or
co-workers.

4.2 Data Collection and Sample

One thousand three hundred thirteen respondents from the UK, 692 from Norway,
322 from Germany, 276 from Ireland and 95 from Spain participated in the poll
conducted on 24 October 2016 and 29 January 2017. The total selected sample was
4140 during that period. The survey was conducted via Internet contacting Lithuanian
diaspora centres in different countries, sharing a link to the questionnaire in social
media and asking everyone to spread that information. The questionnaire was
prepared based on push-pull factors presented in the previous section. The compar-
ison according to the emigration period and push and pull factors was made in
accordance with these countries.

Statistical analysis was performed using IBM SPSS Statistics 23. Percentage and
crosstabs analysis for push and pull factors chosen by host countries and emigration
waves was used.

The limitation of this is that a small sample of respondents of some periods from
some countries took part in this study (see Table 2). Therefore, results are not very
reliable. Moreover, Spain was excluded for further analysis for a small sample to
look at different emigration waves. Almost 75% of respondents were females.
Looking at the respondents’ age, the majority of them is at 20—34. This corresponds
with statistical data, telling that these groups make up the biggest group departing
from Lithuania. However, it should be noted that 32.4% at the age of 40-60
participated in the study in Germany. Speaking about the respondents’ education,
the most educated respondents live in Ireland and Germany.
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Table 2 Number of Country Year No of respondents
respondents in accordance United Kingdom 1990-2003 64
with countries and migration 0042008 6
waves
2009-2014 733
2015- 225
Total 1248
Norway 1990-2003 38
2004-2008 103
2009-2014 390
2015- 129
Total 660
Germany 1990-2003 46
2004-2008 25
2009-2014 174
2015- 65
Total 310
Ireland 1990-2003 41
2004-2008 121
2009-2014 79
2015- 27
Total 268
Spain 1990-2003 29
2004-2008 20
2009-2014 28
2015- 15
Total 92

4.3 Comparison Analysis of Lithuanian Diaspora in the UK,
Norway, Germany and Ireland

Analysing respondents according to their previous and present occupation (see
Table 3), we can see that the majority of them were students, specialists and service
employees and sellers. It demonstrates that a part of Lithuanians leave the country
directly after graduating a high school, college or university. Generally, just a
number of students, the unemployed, housewives, army and service employees
decreased, comparing respondents’ previous and current occupations. Housewives
mostly left the country because of family reasons, following their husbands working
abroad.

The biggest employment fields, which explored migrants were employed as
service employees and sellers, specialists, and unskilled workers. It should be
mentioned that the biggest changes can be seen in unskilled workers. Their number
increased from 153 up to 472. However, the number of managers and self-employed
individuals increased quite dramatically also (managers from 147 up to 246 and self-
employed from 182 up to 236). A high change of managers is seen in the UK (from
29 up to 94) and Ireland (from 7 up to 21). The number of unemployed individuals
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mostly increased in the UK (from 60 up to 173) and Norway (from 24 up to 98). In
addition, Norway employed qualified specialists of agriculture more than other
countries.

Looking at the attractiveness of destinations based on previous occupation, some
insights could be given. Ireland was the most attractive country for service
employees and sellers (26.7%) among all destination countries. Students selected
the UK the most. Even 23.2% of all the UK respondents studied before they left
Lithuania. Qualified workers and masters selected mostly Norway and the UK. In
addition, Ireland was more attractive for unemployed persons.

Push factors are presented in Table 4. Low wages in Lithuania became more and
more important in the UK, Norway and Germany in every wave of migration. This
factor remains the most important among all other push economic and non-economic
factors. Personal life conditions was the second most important factor to all countries
and mostly pushed respondents to depart to Norway. 45.5% of respondents selected
this factor in comparison with less than 40% in other destination countries. In
addition, 54% of people highlighted the importance of personal life conditions in
Norway in the period 2004-2008. Price politics of products is the third most
important economic push factor among all destination countries except Norway.
Wage difference and income inequality pushed people to migrate rather than price
politics to Norway and Ireland. This factor’s importance grew considerably after
2015 in Ireland. This corresponds with the Gini indexes in those countries as well
(see Table 2).

Speaking about non-economic push factors, Family reasons were the most
important in Norway and Germany. The desire to change dominates for more than
30% of migrants before Lithuania joined the EU in Germany. Study and education
systems influenced people to leave to the UK at almost 20% and to Germany 13% of
respondents. In addition, 28% of respondents left to Germany because of studies in
the period 2004-2008.Study and education systems looked the least attractive in
Norway. Social conditions were evaluated as the highest in Germany (25.2%).
Political corruption in Lithuania moved almost 32% of respondents to move to
Norway. However, this percentage is more than 20% for other countries as well.
In addition, a fact of political corruption was more important during previous
emigration waves. However, Norway is something of an exception, as political
corruption pushed to move people in the second and third waves.

Pull factors are presented in Table 5. Higher incomes are the main economic pull
factor in all explored countries. Norway is the most attractive in accordance to this
factor. 66.7% of respondents selected Norway because of its income possibilities.
This evaluation is the highest among all push and pull economic and non-economic
factors among the explored countries. In addition, it should be mentioned that this
factor is more important in every way in the UK. However, it stayed almost the same
in Norway starting from the second emigration wave, when Norway’s popularity
grew. The UK is much more attractive because of the possibility to get a job there. Its
importance also grew during every migration wave in this country. However, the
importance of this factor increased for departing to Norway and Germany in the last
of analysed periods. In addition, the UK and Germany are preferred because of lower
taxes and lower costs of living.
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Going next to non-economic pull factors, it is evident that relatives living in
Ireland and the UK are the most important factors. This was especially important for
respondents who left to Ireland in 2004-2016. In addition, this factor is the most
important among all economic and non-economic factors in Ireland. More than half
of all respondents highlighted the importance of relatives living in Ireland when
deciding to migrate. The main reason which pulled to move to Germany, was a
higher possibility for self-development (34.2%). This measurement was the highest
in accordance with other factors. However, Norway was even more attractive
because of this factor (42.9%). The second most important factor was the possibility
of self-realisation (31.3%) in Germany. In addition, Germany was leading because of
its health care (26.5%), whereas the health system in Ireland attracted just 4.9% of
migrants. Moreover, Germany (13.5 and 16.1%) and Norway (13.8 and 20.9%)
pulled more Lithuanians because of their prestige and political stability. Norway and
Germany were selected for their higher tolerance in comparison with other countries
too. Language importance was highlighted by one third of respondents, who
migrated to the UK. Weather did not look attractive and almost did not influence
decisions to depart among surveyed respondents in analysed countries, as all eval-
uations were lower than 10%. Moreover, the distance from the home country was not
the reason for any respondent from Ireland. However, this is not surprising, as it is
more complicated to reach it in comparison with other three countries.

4.4 “Brexit” Influence on Lithuanian diaspora

According to Statistics Lithuania (2016), 147,100,000 residents migrated to the UK
during 2004-2015. It is 40.2% of all declared net migration during that period. This
is 5.1% in comparison with all population of Lithuania. This percent was lower
(4.7%) in 2014. However, “Brexit” could have an influence on Lithuanian migration
flows to the UK. “Economists” (2016) writes: “According to the experts consulted, if
Britain were to leave the EU, Lithuania would see a decline in UK-bound exports
and a decrease in remittances from Lithuanians living in Britain after the end of the
withdrawal process, which would take approximately 2 years. Moreover, future
emigrants to Britain would face problems in moving to the country and finding
employment.”

In addition, according to “Standard & Poor’s” (2016) Brexit will have the biggest
impact on Lithuania in comparison with all Eastern European countries. This will
happen because of the biggest Lithuanian diaspora living in the UK. According to
this agency, 5.4% of Lithuanians live there and their transfers to Lithuania are
around 1.2% of the GDP. Therefore, according to “Standard & Poor’s” evaluation,
Lithuania is the most vulnerable country (index—3.44), Latvia—the second (3.32),
Hungary—the third (2.28), Poland—the fourth (2.03), Slovakia—the fifth (1.69),
Estonia—the sixth (1.63).

However, it does not appear to be entirely true. According to the bank of
Lithuania, transfers from the UK were 213.5 million Euro or 0.6% of GDP in
2014 and around 300 million Euro or 0.8% of GDP. In addition, a part of Lithuanians
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living in the UK probably will move to other countries, such as Ireland or Norway
due to “Brexit’. Those people would continue transferring money to Lithuania.
Moreover, on the other hand, re-emigrants would have an impact on the GDP
working in Lithuania.

The study presented in this chapter included questions about “Brexit” as well.
Those results highlighted the following features connected with “Brexit” of Lithuanian
diaspora living in the UK. One hundred and thirty-three (133) respondents moved
from the UK to other countries and 57 returned to Lithuania. In addition, 111 respon-
dents have different concerns connected with “Brexit” and waiting for the UK
decisions for emigrants. In addition, some respondents were motivated to move
businesses to other countries or to get citizenship in the UK, 1 respondent returned
to Lithuania and 2 moved to other countries from Ireland. Four other respondents from
the UK mentioned the decrease of the value of the pound in comparison with the Euro,
one got married with a UK citizen to get citizenship and 2 mentioned increased racism.
This corresponds with Cambridge News (2016) information about Lithuanian
emigrant: “Laura Gudaiskiene, 31 claims she’s become a victim of racial abuse
following the Brexit vote by locals telling her to “go home”.” However, the majority
of respondents do not feel any changes and any influence of “Brexit” while the study
was conducted and still were awaiting for future decisions concerning emigrants by the
UK government.

5 Conclusion

This chapter has sought to give an overview of Lithuanian migration after its
Independence in the main host countries. More than 670,000 people left from
Lithuania after it gained its Independence in 1990. The situation had to stabilize
when new economic, political and social systems were established and stabilized in
the country. However, looking at the example of Lithuania, we see that expected
economic wealth and prosperity did not arrive (Kuzmickaité 2003).

The conducted study revealed that economic factors are the main motives
Lithuanians leave to explored host countries. Moreover, the importance of pull
factor “low wages” in Lithuania grew during every analysed period. In addition,
the results of the study showed growing importance of income inequality as well.
However, results depicted growing importance of such factors as possibility of
self-development, higher tolerance and higher possibilities for self-realisation. In
addition, self-realisation was important for 60% of respondents who departed to
the UK before Lithuania joined the EU in 2004. Moreover, comparison analysis of
statistical data in analysed countries highlighted that the Gini coefficient and
unemployment levels were the second highest in Lithuania after Spain. It explains
why Lithuanians leave to those countries and why the popularity to move to Spain
decreased in the last decade.

However, growth and inequality is a huge issue in the EU, and migration of this
dimension is not a sustainable solution for the leaking side. Growing emigration
rates brought different problems to Europe, such as increased terrorism, social
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alliance and end of the EU equality. “Brexit” was just the first exit, which could be
followed by France after terrorist attacks in Paris and Nice. Such political changes
could have a huge influence on migration diasporas among all Europe. “Brexit” will
have an impact not just on the EU relations with the UK but also on migrants living
in the UK. As it is the main destination country for Lithuanians, ‘“Brexit” is
important for them as well as for Lithuania. Lithuanian emigrants are trying to get
citizenship of the UK in order to feel safe in the UK. However, according to
Lithuanian rules, when a Lithuanian gets citizenship of other country, he or she
loses a citizenship of Lithuania. Therefore, this will influence a decrease of official
Lithuanian citizens and they probably, being foreign citizens, will not have a big
interest in returning to Lithuania even in the distant future. However, even though
“Brexit” is announced, Lithuanians continue leaving to the UK. It means that
Lithuanian diaspora there as well as social media and relatives have an important
impact for people making a decision to migrate to the UK. However, this presump-
tion needs deeper analysis and a new study evaluation of diaspora and social media
influence on a decision to migrate is in the nearest plans.

The current situation is a very important issue for Lithuania. Not stopping
emigration for 25 years and “Brexit” influenced dramatic demographic changes,
which continue. We see the drop in Lithuania’s population, citizens aging, lack of
qualified specialists and other problems. It arises as a necessity of important solu-
tions of stabilisation of the demographic situation in Lithuania. Therefore, the
conducted study of the main emigration host countries highlighted the main push
and pull factors, which could be used for looking into the means for solutions.

Therefore, it became a prior field for a new government to look for the means of
decreasing emigration and situation stabilisation. The results of this study have a
practical impact in providing important material analysing and discussing emigration
issues and looking for the means of stopping emigration and increasing the number
of returnees. Concluding, results of the study will be useful for preparing a plan of a
means on the state migration policy level but also on the corporate and labor policy
levels for the purpose to “prevent” and “heel” emigration.
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Criminality, Smuggling, Counterfeit )
and Trafficking: A Review of Different Crechae
Types of Criminal Activities in Diaspora
Networks

Arla Juntunen

Abstract This chapter offers a narrative review of diaspora networks and their
possible negative impacts on the economy and society. The negative impact on the
society and the economy is less researched area in the previous diaspora research.
This chapter reviews different disciplines that have discussed the diaspora networks
and their criminal activities. Besides the criminal activities, this chapter discusses the
other activities considered to have a negative impact on the society or the economy
in the country of origin (COQ), in the country of residence (COR) or internationally.
This research advocates that new conceptual tools to understand the motivation and
mechanism behind the illegal activities in the diaspora networks and activities
causing negative impact on the society and economy is needed. This chapter presents
two frameworks to understand the above-mentioned topics.

1 Introduction

Rapid increase in migration in the EU and globally, and the issues of terrorism
among the diasporas are causing stress and distrust between the diaspora and the
general population. This has created an urgent need for greater understanding of
what the reasons are behind the illegal activities, what is causing the failing integra-
tion into the society in the country of residence (COR). Due to these above-
mentioned reasons, this chapter’s topic is both timely and important. Over the past
decades, the different transnational effects of diaspora networks include also the
possible negative impacts on the economy and society (see Elo and Juntunen 2015).
These negative impacts include different types of criminal activities, e.g. human
trafficking and counterfeit among diaspora networks, and also other activities that
can harm the society in the country of origin (COQO), in the country of residence
(COR) or transnationally, if the effects occur in other countries. In some cases,
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e.g. human-trafficking, the diaspora networks offer a more in-depth view of the
criminal activities (see e.g. Arhin 2016, pp. 78-98). Moreover, the individuals in the
diaspora networks establish formal and informal networks, even religious networks
(McCabe et al. 2005; Hinnels 1997; Brinkerhoff 2009; Dutia 2012). Such networks
play a role in societies in general because they can be the link between the COR and
the COOQ (cf. Brinkerhoff 2009; Clydesdale 2008).

“The word ‘diaspora’ derives from the Greek diaspeir6 ‘to distribute’; it is a
compound of speird ‘to sow to scatter’ like seed, and dia ‘from one end to the other’”
(Vertovec 2000, p. 2). The concept has “became associated with the Jewish historical
experience, and hence was associated with being a dispersed people sharing a
common religious and cultural heritage.” (Ibid) However, the usage of the term
has extended to be used more broadly and, thus, “the word diaspora is used today to
describe any community that has emigrated whose numbers make it visible in the
host community” (Marienstras 1989, p. 125). According to Cesari (2013, p. 2) the
diaspora conditions of the migrants can be defined by “three principal dimensions:
the awareness of a religious identity, the existence of communal organizations, and
the persistence of relationships (even imaginary ones) with the homeland”
(cf. Verlovec 2009). This study agrees with the views of Marienstras (1989),
Verlovec (2000, 2009), and Cesari (2013) and argues that there can be different
forms of diasporas including also other religions than what traditional view has
considered as a diaspora, e.g. the Jewish diaspora. Moreover, in this chapter, a
diaspora network is understood as a migrant-formed network dispersed to at least
two locations with an ongoing relationship with the COO and a degree of
ethnonational consciousness (See, e.g. Van Hear 1998). This involvement with the
COO can be the source of the organized or other illicit activities, or the diaspora
network itself can be the cause of violence in the COO via funding the local
“freedom fighters”, and thus, increasing or supporting the conflict there, or in
some cases, even terrorism (see e.g. Collier et al. 2003). The diaspora networks
can be considered as breeding ground or safe haven for terrorism (Bradbury 2003,
pp- 8-9).

This chapter is based on the narrative review of the previous research and cases
providing the readers a synthesized, up-to-date view of the specific theme which in
this case is the illegal activities and negative effects of diasporas on the society and
on the economy. The destructive economic implications are linked to monetary
transactions based on crime, whereas the negative impact on the society can be,
for example, linked to drugs, or specific activities, for example, like strikes that can
have a harmful effect on the employers and to the society. The examples chosen in
the narrative review are based on different types of illegal activities and negative
effects on the society and the economy in order to present a broad view of what types
of crimes can occur.

In a narrative review, the question setup can be broad (Cook et al. 1997, p. 378;
Green et al. 2006, p. 103), and the selection of the presented research can potentially
be biased (Cook et al. 1997, p. 378). In this research, the selection was based on the
chosen theme aiming to find previous research and cases illustrating different types
of cases of illegal activities, thus not presenting a systematic, comprehensive
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literature review. The narrative review approach can be used “to provide insight into
the dynamics underlying the findings of other studies” (Green et al. 2006, p. 102).
The narrative review differs from the systematic literature review because the latter
has a specific research question, comprehensive sources, and explicit research
approach (Cook et al. 1997, p. 378). In addition, according to Cook et al. (1997,
p- 378) “narrative reviews deal with a broad range of issues related to a given topic”
like in this chapter “rather than addressing a specific topic in depth”, and thus, “the
narrative reviews are seen most useful for obtaining a broad perspective” (Ibid) like
in this research.

This chapter does not discuss about the positive impact of the diaspora networks
to the society and to the economy, nor does it discuss the amount of crimes or
criminal activities within the diaspora networks because the diaspora networks, the
backgrounds of the members in these networks, and the situation in their COOs are
different, and you cannot unify every single diaspora network under a specific label.

This chapter is organized as follows: First, it will present a narrative review of the
different disciplines, and the methodological and analytical approaches used in
previous researches when analyzing and discussing criminal activities in the dias-
pora networks. These criminal activities include domestic and transnational crimes.
This chapter will give examples of the type of crimes that can occur in the diaspora
networks and reasons for these illegal activities. Second, it will discuss the negative
impact to the society which can also be non-criminal activities. Third, in addition to
the actual criminal activities, this chapter will also review the so-called “spoilers”
(Newman and Richmond 2006, pp. 102-110): the members of diaspora networks
can be involved in spoiling behavior and causing conflicts and obstructing the
general peace building efforts in their home country by funding local “freedom
fighters” or even terrorism.

Furthermore, this chapter will also discuss the intentional and unintentional
criminal activities. Finally, this article will summarize and conclude findings.

2 Narrative Review of the Different Disciplines

This section gives a narrative review based on the topic of this chapter of the
previous research on different disciplines, and how they have approached the
migrant-based criminal activities. This is not conclusive or all exhausting list. It
aims to show and tell examples of the types of illegal or illicit activities presented in
previous research and the methodologies used in different disciplines. The difference
of the illegal and illicit activities in this chapter is that the illegal activities are
considered to be activities against the law, whereas the illicit activities refer to
more clandestine activities, i.e. the activity can be unethical and wrong but not
always illegal in terms of law.

The cases chosen are based on the types of illegal or negative aspects on the
economy or the society instead of an exhausted and systematic literature review. The
systematic literature review of all different illegal activities in multiple, different
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disciplines would not have served the purpose of this study, i.e. to present the broad
theme of this chapter.

The different disciplines and approaches reviewed are: security and conflict
studies (see e.g. Lischer 2011), the human rights and human trafficking approach
(see, e.g. Turner and Kelly 2009), socioeconomic impact (Elo and Juntunen 2015),
criminal justice approach (see e.g. Arsovska and Temple 2016), citizenship studies
(e.g. Chauvin and Garcés-Mascarefias 2012), political incorporation of migrants
approach (Bendixsen 2013; Bevelander and Spang 2014), feminist approach
(e.g. Hughes 2000), and a labor market approach (e.g. Berket 2015). The victim-
participatory approach (e.g. Calatayd et al. 2011) is not included because diaspora
victims of the crimes are not in the scope of this review.

There are also other disciplines with diaspora network related research excluding
the crime aspect (e.g. Cultural anthropology and diaspora networks, see,
e.g. Paerregaard 2010, pp. 91-108). Business networks (e.g. Yeung 1997) considers
diaspora networks as networks of skilled immigrants and how the diaspora networks
can draw talents and knowhow from their country of origin to the host country, and
thus, diaspora networks can also be innovation incubators. One example of the
business model approach considers the diaspora network’s role in assisting the
transfer of valuable business models from their host country to the country of origin
(e.g. Smart and Hsu 2004). Both business models and business networks approach
can be used in the shadow economy and developing crime networks and crime-based
business models. However, this review did not find case studies, including the
business model and business network approach in diaspora crime context.

The methodologies used in the reviewed disciplines: in-depth analysis based on
interviews and content analysis of court files was used in criminal justice, organized
crime and transnational crime approach (e.g. Arsovska and Temple 2016). Statistics
were reviewed in labor law approach (e.g. Berket 2015). Case study methodology
has been used in specific crime network studies, e.g. in organized crime and criminal
justice approaches (e.g. Nozina 2009; Lishcer 2011) and also in transnational crimes
(e.g. Hughes 2000; Gillespie and McBride 2013). Mixed methods were used in
victim-participatory research (e.g. Calatayd et al. 2011).

Gender analysis approach was used in human rights and transnational crimes
(Turner and Kelly 2009). Gender analysis is an investigative tool for understanding
the differences between the different gender-based roles and power positions, their
differing needs, restrictions and opportunities, and the impact of these differences
(DM&E 2016).

Mechanism based approach was used in security and conflict studies (Lischer
2011, pp. 261-284). According to John Gerring (2007, p. 63), this approach
describes “the pathway, process or intermediate variable by which a causal factor
of theoretical interest is thought to affect an outcome”. This dynamic methodology
allowed a thorough inspection of micro-foundations, processes and interactions
between relevant factors and is therefore suitable for case studies because it recog-
nized that similar outcomes can be derived from different processes (Ibid, p. 263).

As a summary, many researchers in different disciplines have studied illegal
activities in diaspora networks, but usually from the point of view of one type of
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illegal activity or from the point of view of one criminal organization. The method-
ologies used have varied depending on the discipline and the specific viewpoint of
the previous research.

3 Reasons for Criminal Activities and Turning Against
the COR-Society

This section will give some explanations based on the previous research why
diaspora networks are linked with transnational, organized crime and other criminal
activities.

The diaspora networks have ethnonational consciousness (See, e.g. Van Hear
1998), and the individuals follow and support politically and socially the events
happening in their country of origin (see e.g. Khayati 2008, pp. 253-254 of long-
distance nationalism) and some of these activities can be considered illegal,
e.g. supporting or aiding terrorism.

The fundamentalism can also cause violence and criminal activities, even terror-
ism (see, e.g. Kyriakides and Torres 2015). In addition, also different rules and
habits can be considered illegal in some CORs even if they are not that in COOs. For
example, underage marriages and circumcision are illegal in the EU countries
whereas they are acceptable in e.g. COOs of the Islamic religion.

Revenge and return to power in the country of origin can also lead the members of
diaspora networks to perform criminal activities and violence (See e.g. Malkki
1995). IN addition, according to Barnard and Pendcock (2013, p. 63) “members of
diasporas are also known to have very complex and sometimes contradictory
emotions and differing moods about the homeland.”

When migrant integration into the society in the new host country fails
(Wiesbrock 2011) causing the members of the diaspora networks turn against the
society and its laws (e.g. Mafias, terrorist attacks) (See, for example, Ozgul and
Erdem 2014; Zhang and Chin 2008).

Discrimination in the workplace (Wiesbrock 2011, p. 61), failed integration to the
labor market (Wiesbrock 2011, p. 62), the migrants’ dependency on social welfare
(Ibid, pp. 61-62), and their unfavorable labor market performance (Wiesbrock 2011,
p- 61) can also be reasons for feeling outcast in the society, and thus, start criminal
activities. Even parents’ culture can cause stress and feeling disintegration among
the second generation migrants (Scuzzarello 2008), and these background reasons
can eventually lead to riots, violence and criminal activities as happened in
Rosengard, in the city of Malmo in Sweden during the years 2007-2008 (Schierup
and Alund 2011; Zidan 2014).

Secessionist and even terrorist conflicts seem to happen when the diasporas
become stateless due to reorganization of the international landscape e.g. Russia
and Chechen diasporas, Albanians and Balkan area conflicts. The reasons for
conflicts are the clash of values, losing their homes and state and nationality they
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identify themselves with, and violations of human rights, feeling of injustice (See,
e.g. Koinova 2011, pp. 333-356).

Moreover, opportunistic and risk-taking for personal gain can lead to criminal
activities and using the diaspora network as a basis for these activities (see,
e.g. Chinatowns and Chinese mafia, Zhang and Chin 2008, p. 191).

4 Criminal Activities

This section will give some examples of the type of crimes that can occur in the
diaspora networks. Criminal activities can include the following: opportunistic self-
gain criminal activities in domestic markets or even internationally, providing
criminal activities as a service to someone (a service provider), acting as a middle
man or as a mediator, or organizing crimes in a large scale e.g. human, drug or other
cross-border illegal product trafficking for own monetary gain. The monetary profit
exists in many of the migrant crimes, and sometimes it is indirect, e.g. the money
does not change hands. Another type of illegal activity where the money is not
directly involved is based on crimes committed due the fundamentalist beliefs or
different rules of behavior in COO and in COR. Examples of these are traffic
violations and rules when alcohol is allowed to be bought in some countries. For
example, in Finland, the Syrian refugees did not know the times when alcohol is
allowed to be sold in local kiosks in 2015.

4.1 Organized Crime

Organized crime among diaspora networks (von Lampe 2012, pp. 179-194) can be
COO-based organized crime, pro-COO funding (e.g. Financing freedom fighters,
separatists or terrorism), terrorist activities, or counterfeit, money laundering, smug-
gling drugs, guns, cigarettes, or human trafficking.

Transnational crime is a specific type of international crime involving more than
one country in planning the crime, execution or impact (Albanese 2009, p. 1).
According to Albanese 2009, p. 1) “Transnational crimes can be grouped into three
broad categories involving provision of illicit goods (drug trafficking, trafficking in
stolen property, weapons trafficking, and counterfeiting), illicit services (commercial
sex and human trafficking), and infiltration of business and government (fraud,
racketeering, money laundering, and corruption) affecting multiple countries. Trans-
national crimes are distinct from international crime, which involves crimes against
humanity that may or may not involve multiple countries. Examples of international
crimes are genocide and terrorism”.

In organized crime, the organizers are the ones receiving money from the illegal
activities, whereas the illegal operations can involve different countries globally.
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4.2 Money Laundering

“Transnational money laundering schemes often include proceeds from trafficking in
women” (Hughes 2000, p. 9). Money laundering, e.g. legalizing the “dirty” money
stemming from criminal activities, plays a major role in the finances of criminal
organizations (Schloenhardt 1999, p. 227). Trafficking in women as a shadow
economy does not bring financial prosperity to local diaspora communities and the
money made in trafficking is through bank accounts owned by the criminal organi-
zations (Savona 1998). According to Hughes (2000, p. 9): “In Israel, for instance,
organized crime groups from the former Soviet Union, collectively referred to as
“Russian” organized crime groups, have invested profits from trafficking in women”.

The case of the Asian diasporas and the facilitation of counterfeit smuggling to
Mexico involves operations in different states and illustrates the ways in which
transnational criminal enterprises challenge the society and its law enforcement
because it involved more than one COR and more than one diaspora networks
(See Gillespie and McBride 2013, pp. 66-83).

4.3 COO-Based Organized Crime

An example of an organized, transnational crime, see e.g. Arsovska and Temple
(2016) are ethnic Albanian criminal organizations that have spread their influence
and criminal activities from Balkan, Europe to the North-America. Europol (2011)
and the FBI (Ashley 2003) have concluded that ethnic Albanian organized crime
groups have been involved in a large scale of criminal activities from smaller crime-
service providing activities to more advanced transnational organized crime.
Chinese organized crime syndicates operating from Bangkok have used
Thailand’s financial institutions and businesses to launder profits from narcotics,
the sale and transport of humans to prostitution rings, and trafficking in illegal
migrants (Curtis et al. 2002, p. 50). “The most universal criminal activity of the
Chinese groups, trafficking in human beings, takes advantage of an endless demand,
relatively light legal penalties, and a worldwide network of transit points.” (Ibid,
p- 51). Human trafficking magnifies the migrant communities that are the foundation
of both human trafficking and other forms of illegal activities in host countries (Ibid,
p. 51). Trafficking of labor exploitation is another form of human trafficking (Berket
2015, p. 359). In labor trafficking the diaspora networks in the host country can be
involved, e.g. bringing relatives in the country and also the ethnic crime networks can
be participating as organizers (Arsovska and Temple 2016; Berket 2015; Curtis et al.
2002). The labor trafficking can also be related to child labor and child trafficking.
Criminal ethnic networks that are engaged in drug smuggling are usually based on
collaboration between members of organized and often ethnically homogenous
networks that can have ties to the country of origin e.g. mafia-type of organizations
(Ozgul and Erdem 2014, p. 82). For example, the Vietnamese crime networks in the
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Czech Republic have established their organizational structure and modus operandi
during the 1990s and 2000s. They are deeply integrated into the life of the Vietnamese
diaspora network in the country, establishing well-organized power structure in the
Czech Republic (NoZina 2009, p. 255).

According to Johnson and Soeters (2008, p. 168): “The contemporary Mafia is
characterized by geographic spread not only throughout Italy, but its transnational
linkages throughout Europe, North and South America as well as Asia”. The mafia
has managed to infiltrate to legitimate business activities, and by the late 1970s and
early 1980s, drug were one of its major sources of income (Johnson and Soeters 2008,
p. 168). Money laundering via legitimate enterprises is also known to have occurred
(Blok 2001; Jamieson 2000; Johnson and Soeters 2008; Spotts and Wieser 1986).

5 Illegal Activities Based on Religious Beliefs and Values

The illegal activities based on religious beliefs and values have been included in this
chapter because “the word diaspora is used today to describe any community that has
emigrated whose numbers make it visible in the host community” (Marienstras
1989, p. 125).

Fundamentalism has been linked to terrorist attacks after the 9/11 and also to
migration and diasporas (e.g. Kyriakides and Torres 2015, pp. 283-285), who also
concluded in their article that some of the reactions of the law enforcement, admin-
istration, and media are more based on emotions (fear, terror) than real threats (Ibid,
pp. 291-292). However, recent terrorist incidents in Belgium and France in
2015-2016 have shown that the terrorist cells are established among the diaspora
networks of the Islamic background and among petty criminals of migrant family
backgrounds (see, e.g. Almasy et al. 2015; Steafel 2015; de Visser 2015). These
recent incidents were not made by the first generation, but the second, which supports
what Tweed (1997, p. 140) stated “that modern communication and travel technology
brings dispersed peoples together more than ever, the usual assumption that attach-
ment to the homeland will decline significantly after the first generation, and even
more after the second, seems less self-evident” (Cf. Cesari 2013). The second
generation in these cases have not been integrated into the COR society and have
been a possible breeding ground for more fundamentalist beliefs and values pursuing
the goals of the terrorist group and opposing the values and beliefs of the COR
society. These cases support the recent research by Cesari (2013, p. 2) that a persistent
connection with a COO (even imaginary one) is a dimension that need to be
considered when analyzing criminal activities of the diasporas.

The terrorism cases do not involve monetary gain directly, but they do involve
creating fear among the local residents and with ISIL’s expansion, they ISIL leaders
expect to gain land and treasures via conquering more areas.
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6 Entrepreneurial and Opportunistic Type of Criminal
Activities

Entrepreneurial type activities can be mafia type: members are of the same ethnic
background and doing illegal activities to gain more money and status in the
organization. Other types of criminal activities can include self-employment for
personal gain by selling or acquiring goods or information without paying taxes
and working outside the society of the host country.

When considering Chinatowns of the world and the Chinese crime networks,
most of these networks are founded on familial or ancestral connections, and they are
not specifically made for criminal purposes. Instead the members of the diaspora
networks use an existing network to occasionally become involved in criminal
activities when an opportunity occurs. The people involved in transnational crime
are not professional criminals, but legitimate business people who are also oppor-
tunists and risk-takers (Zhang and Chin 2008, p. 191).

7 Other Types of Intentional and Unintentional Illegal
Activities

Some criminal activities in the COR can be due to ignorance of the laws and a clash of
traditions in between COOs and CORs: what is allowed in the country of origin are
not always the same in the receiving country. Such differences can be, for example,
related to the religious habits, i.e. circumventing children, marrying underage girls,
prearranged marriages and honor killings (See e.g. Hellgren and Hobson 2008).
Underage and prearranged marriages usually involve financial or status gain.

In addition, in Finland, the minor traffic violations made by migrants are consid-
ered to be mostly caused by the ignorance of the traffic laws, whereas the more
severe traffic violations like drunken driving in Finland, out of 17,753 cases, 2229
were made by migrants (Kotiniemi 2015, p. 36).

Furthermore, societal rules and habits in dressing and behavior can lead to
criminal activities, for example, the Western societies are more accustomed of
women at work and their more casual dressing and behavior in public places when
compared to the Islamic societies. In 2015 in Finland, an example of an illegal
activity regarding the clash of traditions involved the young migrant men lifting
women’s skirts and taking pictures under their skirts with their cell phones. The
explanations they gave was that they were not used to the different traditions in
Finland that the women can go alone and dress in short skirts. More serious crimes
involved raping of underage girls by Afghan men in Finland (Rdm6 2015). The
Finnish Police and the Finnish Immigration Service changed their training presen-
tation for migrants in 2015 so that it explained the women’s role and activities in
Finnish society including their dressing and behavior in public places. This included
a presentation of what are considered to be sexual crimes in Finland (Pieti 2015). As
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a summary, some illegal activities are based on ignorance, and some are due to clash
of traditions, but these above mentioned intentional and unintentional illegal activ-
ities did not involve illegal financial transactions.

8 Diaspora Networks as Incubators of Criminal Activities
and Violence

Liisa Malkki’s study of Burundians in Tanzania (1995), highlighted the development
of a national consciousness considering diasporas as a preparation for a potentially
violent political return process. Those in exile daydream of regaining power and
rectifying past injustices. They are also the ones most likely to engage in organized
violence for political purposes after returning back to their country of origin. Even
though this is just one study, it shows an example of a different type of motive, and
that the diaspora networks can be incubators of violence and criminal activities.
(cf. also Kyriakides and Torres 2015). However, there are also different motivations
(see e.g. Barnard and Pendock 2013) that do not include violence, but economic
support which can be considered either positive or negative for the COO-economy
and the society (cf. Newman and Richmond 2006 of spoilers). According to quanti-
tative study made by Barnard and Pendock (2013, p. 62), South Africa has over the
past decades been characterized by “a very high rate of violent crime affecting the
entire population. Very different moods may predominate in countries where
incomes are low and violence widespread (e.g. many of the least developed coun-
tries), or where incomes are stagnating but violent crime limited (e.g. much of
Southern Europe).” They (ibid) concluded that more studies are needed.

9 Negative Impact on the Society

In addition to the actual criminal activities, the individuals of the diaspora networks
can act as “spoilers” (Newman and Richmond 2006, pp. 102-110): the members of
diaspora networks can be involved in spoiling behavior and causing conflicts and
obstructing the general peace building efforts in their home country by funding local
“freedom fighters” or even terrorism. As this is a narrative review, the next sections
include some examples of different countries to illustrate some cases.

Organized diaspora networks can play a significant role in the development and
reconstructing their country of origin, like for instance, in Bosnia (Kent 2006), but
they can also be disruptive and prolong the turbulence in their country of origin by
supporting and funding the different parties in conflict situations. Moreover, the
diaspora networks can send funds directly to support terrorist groups or train and
send their children to fight in the terrorist or freedom fighter groups.



Criminality, Smuggling, Counterfeit and Trafficking: A Review of. .. 193

Correspondingly, Wayland (2004, pp. 405-426) discussed of Sri Lanka’s Tamil
separatists and their diaspora providing advanced communications and financial
support.

Other types of illegal activities include infiltration and corruption made by
migrant-formed criminal organizations, e.g. Albanians infiltrating customs and
corrupted police officers in New York (Arsovska and Temple 2016).

A long-distance nationalism of the diaspora networks in the host country can
support the country of origin with legal activities, but prolonging the instability of
the country of origin. For example, in Sweden, Kurds have engaged in a variety of
social, political and cultural activities to persevere the Kurdish identity and also
enabled the Kurds to challenge the existing geographic, political and cultural
constraints in Turkey, Iraq, Iran, and Syria (Khayati 2008, pp. 253-254). However,
considering the uncertainty of the region where the Kurds originated, the efforts of
persevering the Kurdish identity have inhibited the assimilation to the new host
country and its society and kept the stateless Kurdish diasporas fight for home-
region’s political constraints alive (Khayati 2008, pp. 253-254); not to mention that
their CORs’s governments e.g. Turkey, Syria and Iraq, have not made their assim-
ilation likely. The negative impact here is not to blame the Kurds and their fight for
identity, but an example of the failed COR-governmental efforts to assimilate the
Kurds regard their stateless diaspora and long-distance nationalism because any
conflict within the society is negative and a sign of failed integration efforts.

Moreover, Sheffer (1994, pp. 62-63) stated: “One of the clearer consequences of
the changing international landscape is that it has become easier for stateless ethnic
nations, as well as ethnic minorities, to establish their own independent states. With
the disintegration of the Soviet Union, ever smaller ethnic groups have been pursuing
secessionist strategies and demanding independence.” These above-mentioned rea-
sons are also the foundation of the terrorism in those stateless diasporas in the current
international landscape. In host countries, the stateless diasporas are considered to be
a security threat. According to Sheffer (1994, p. 63) “the establishment of the
independent republics of Armenia, Croatia, Estonia, Latvia, Lithuania, Slovenia
and Ukraine, therefore, transformed their diasporas from being stateless to state-
based.” This research (Ibid, p. 63) also argued that these new state-based diasporas are
focusing on helping their CORs and moderating their political behavior, including the
Armenian diaspora, for example, that “has stopped engaging in terrorist activities”
(Ibid, p. 63).

Moreover, the migrants have also been involved in strikes and filing lawsuits
against their employers. In Italy, the migrant farm workers went on strike because
they were paid under the minimum wage. The struggle eventually involved the
whole migrant farmworkers’ community, resulting in 2012 a law prohibiting
gangmasters acting as middlemen in the hiring process and allowing the migrant
workers to be hired directly (Oliveri 2013; Struggles in Italy 2012). In Sweden,
Vietnamese berry-pickers were violent towards their employees and imprisoned
them because of a dispute over wages (STT 2010). In Finland, some of the Thai
berry-pickers went on strike and filed a lawsuit against their employer complaining
of unsatisfactory working conditions and incorrect wages. They also involved in the
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discussion the local embassy and the Thai-diaspora in Finland. The case was
reviewed, and the court decided they were incorrect in their claims (Ronty 2014;
Valtanen 2014). In summary, These cases included actions that can be considered
harmful for the economy and for the employees because of the loss of income, and in
one of the cases, involving violence and imprisonment, but to disrupt existing
behavioral patterns, sometimes illegal and harmful actions seem to happen but
they can result positive effects, like for example, reconsideration of the social rights,
labor laws and wages.

10 Summary

This chapter reviewed different disciplines discussing the topic of criminal activities
and negative impact of the diaspora networks to the society and the economy. The
narrative review provided a possibility to address the broad and less studied perspec-
tive of the diaspora networks. The disciplines reviewed were: security and conflict
studies (see e.g. Lischer 2011), the human rights approach (see e.g. Turner and Kelly
2009) of human rights and human trafficking), criminal justice approach (see
e.g. Arsovska and Temple 2016), citizenship studies (e.g. Chauvin and Garcés-
Mascarefias 2012), afeminist approach (e.g. Hughes 2000), and a labor market
approach (e.g. Berket 2015). The illegal activities based on religious beliefs and
values were included because in today’s world the diaspora definition can be broad
and include communities that have a visible presence in the COR community and has
a similar religious or value background and ties (even imaginary ones) with the COO
(cf. Marienstras 1989; Verlovec 2000, 2009; Cesari 2013).

The illegal activities have been linked with criminal organizations e.g. mafia and
the awareness that there are ethnic crime organizations in the COR or in the COO
that operate in either one of these countries or internationally (see Fig. 1). The
individuals or the organizations engaged in the illegal or illicit activities benefit
knowing the culture and resources of both their COO and COR making it easier for
them to start up new activities.

The diaspora networks can be used as a ready-made, structured and organized
network when organizing criminal activities. The migrants’ integration into the new
society is seen important in the previous studies to prevent the crimes made by
migrants. The study implies that the illegal activities can occur (1) in COO, (2) in
COR, or (3) internationally when the illegal activities occur or have an impact on
outside the COO and the COR. In addition, this study states that the illegal activities
in financial transactions can include both senders and receivers of the monetary
funds. Figure 1 summarizes the examples in the previous sections: the left side
presents the illegal or negative impact in the economy and in the society in the COO
and the right side presents the examples in the COR. Some examples are not directly
due to migrant actions but rather failure in integration in the COR causing upheaval,
violence, and protests in the COR society.
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Socio-economic opportunity structure: factors for starting illegal activities

Employmentstatus

Entrepreneurial-type Opportunity to gain extra income
of illegal activiteis Social capital of diaspora network
Social capital and knowledge of
the country where the illegal activities occur

Organized Crime

Clash of values

Hope for power and status
Failed integration in the COR society

Family model (“family business”)

Hope for power and status Organized Crime,
. Pro-COO funding

evenge Funding separatists, freedom-
COO-connection (real/imaginary) Fighters, terrorism

Fig.2 Framework for socio-economic opportunity structure for the illegal activities of the diaspora
networks

The determinants to enter the world of crime and start illegal activities are due to
expectation of financial gain, acquiring political or otherwise powerful status in the
COR or in the COO. Moreover, as the previous sections illustrate, sometimes the
cause of illegal activities are due to failed integration to society, unemployment or
failed COR-government actions. The fundamentalism is a different type of reason
for illegal activities that cannot be explained by the previous mentioned factors but
instead based on religious conviction and values different than what the
COR-majority has. In addition, opportunity and social capital in gaining opportuni-
ties play a vital role e.g. in entrepreneurial type of criminal activities (cf. Elo and
Volovelsky 2016, p. 20).

Figure 2 presents a framework for opportunity structure for the illegal activities.
The start of the entrepreneurial-type activities requires factors like: opportunity to
gain extra income, employment status (unemployed or low income), knowledge and
social capital of the COO/COR. The opportunity structure for the organized crime
adds on a few additional factors depending on the type of illegal activities. For
example, the mafia-type of crime is more of a “family business” and the model of
doing mafia-type of crimes within the diaspora network is seen as a path to success
and financial gain. Sometimes, clash of values and failed integration in the
COR-society and a COO-connection are additional factors leading to organized
crime, like for example, terrorism. The hope for power and revenge in COO when
returning there, can also lead to illegal activities.

Figure 3 presents the factors leading to negative impact on the society and the
economy: The direct migrants’ activities include: disagreement in working condi-
tions, clash of values, and activities to challenge the existing geographic, political and
cultural constraints in COO by protesting and demonstrating in the COR. Second, the
indirect factors causing negative impact in the society and community include:
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Factors causing negative impact on the society (direct activities)

Disagreements in working conditions
Clash of values
Activities to challenge the existing geographic, political and cultural constraints in COO

Factors causing negative impact on the society (indirect activities)

Organized crime —based illegal financial transactions harming the economy

Smuggling e.g. Drugs and firearms causing disruption in the society

Factors causing negative impact on the society (COR goverment, Emplyers)

Neglect in addressing the changes in laws and regulations and behavior/values of the employers
(e.g. Discrimination, “invisible barriers in the society”)

Failed integration of the migrants inthe COR society

Fig. 3 Framework for negative impact on the society and the economy

organized crime-based illegal financial transactions harming the economy, smug-
gling (e.g. drugs, firearms, goods) causing disruption in the society. Third, the
COR-government can influence on the integration of the migrants and their well-
being in the society by assuring equal treatment (e.g. salaries) and making necessary
changes in the laws and rules so that the migrant integration to the society does not
fail. In addition, the behavior and values of the employers cannot discriminate the
migrant workers, otherwise, there can be negative effects on the community involv-
ing strikes, violence, and lawsuits like some of the cases in the previous sections
demonstrated.

11 Conclusions

This chapter concludes that the policymakers’ pathway to tackle the illegal and
negative impact on the economy and the society involves different stages of pro-
gression: First, the decision makers need to assure the migrants’ integration to the
COR-society in order to minimize the factors causing the migrants to turn to crimes.
Second, the employers need to understand the benefits of a diversified workforce and
the different backgrounds, behaviors and values that migrants can have. It seems that
more factors need to be in place before the mechanisms to start-up illegal activities
occur. However, it also seems that the close diaspora community can provide both
positive and negative role models either in following the rules of the COR-society or
being more opportunistic and finding new possibilities to gain money and power in
the world of crimes.
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As previous studies (e.g. Arsovska and Temple 2016; Hughes 2000; Europol
2011; Schloenhardt 1999) conclude the diaspora networks can be used as a basis for
organized crime, but it does not mean that the members of these networks are more
prone to crimes. However, more comprehensive studies are needed.

While this narrative review was limited and requires more systematic studies, it
still provided some further research avenues. A systematic review and a longitudinal
study is needed in the diaspora networks to find out more of the different mecha-
nisms why, where, and how the migrants turn into the path of crimes. Moreover,
many previous studies concluded that more cross-border studies are needed, espe-
cially regarding the transnational crimes and crime organizations. In addition, the
interdisciplinary nature of diaspora network—research requires more attention from
the different perspectives: from the decision-makers’ point of view, the point of view
of the members of the diaspora networks, and from the point of view of the criminals
in the diasporas to understand the motivations and mechanisms which can vary in
different diasporas. This study presents also a pathway to decision makers to avoid
illegal and negative-impact activities by assisting the integration to the society, and
not to allow the migrant workers to be held back by old-fashioned immigrant
policies or discrimination. The influence of the socio-economic “opportunity struc-
ture” (see Fig. 2) will continue to affect the migrants’ decision to enter to the world
of crimes.
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Abstract This chapter advances the theoretical understanding of the links between
social capital, minority entrepreneurship, and entrepreneurial context. The main
research question is what kind of impact social capital may have on the entrepreneur-
ial activity of an established minority, especially in relation to the identification and
development of entrepreneurial opportunities. The Swedish-speaking population of
Finland is used as an example to illustrate the analysis. Our analysis suggests that
social capital possessed by a minority or diaspora can combine with its embeddedness
in regional contexts on one hand, and international contexts on the other, to create
preconditions for entrepreneurship that are at least equal to those enjoyed by the
majority population, despite potential pitfalls such as the risk of overembeddedness.
This potential is especially good when minority members can take on positions as
boundary spanners between contexts. The notion that well-integrated, prosperous
minorities are an economic asset of regions and nations in terms of the international
business linkages they can enable could be highlighted in public discussions on
immigration alongside other arguments on immigration, cultural diversity, integra-
tion, and public investments into business development. Researchers with an interest
in migration and diaspora research should collaborate with economists and
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accountants to develop appropriate metrics for estimating the generated potential
economic value.

1 Introduction

The objective of this chapter is to advance the theoretical understanding of the links
between social capital, minority entrepreneurship, and entrepreneurial context (Dana
1996; Welter 2011). Our specific interest is in the relationship between social capital
and the entrepreneurial activity of minority groups that are well established in their
particular societal context and have a relatively long history or background in that
context. The study thus poses a counterpoint to the extensive research on entre-
preneurship among social groups that may to some extent be described as disadvan-
taged, such as recent immigrants (see e.g., Minto-Coy forthcoming, IJESB). Our
main research question is: What kind of impact may social capital have on the
entrepreneurial activity of an established minority?' We take a special interest in
this issue in relation to the identification and development of entrepreneurial oppor-
tunities. To illustrate this important theoretical issue and simultaneously problematize
the methodological challenges that our research question bring to the fore, we use the
example of the Swedish-speaking population of Finland.

Why is this issue important? In short, we argue, because of a significant bias in
existing research. Entrepreneurship among immigrant groups and in diaspora net-
works has attracted research interest across a large number of fields including
business (Morris and Schindehutte 2005), criminology (Gottschalk 2011), economics
(Fairlie 1999), gender studies (Piitz et al. 2007), labour markets (Nee and Nee 1986),
and sociology (Light 1972). This research has drawn upon a range of methods from
anthropological to census-based, and theories from middleman-minority theory
(Bonacich 1973) to enclave theory (Aldrich et al. 1989; Nee and Nee 1986), and
theories of migration (Muller 1993). The Dana and Morris (2010) framework
explains entrepreneurship among minorities who have immigrated. The common
thread of all these above-mentioned is a focus on entrepreneurship in immigrant
groups.

These and other previous studies have provided useful insight into the character-
istics and features of new entrepreneurial groups that have migrated into Europe over
the last 50 years, and that are often socially and financially disadvantaged (Dana
2007; Jones et al. 2014; see also Minto-Coy forthcoming, for an analysis outside the
European context). However, most of these studies have focused on recent immi-
grants, thereby ignoring minority groups and diaspora networks with long-standing

"By an established minority, we mean a minority whose members—although their position in
society may be precarious or exposed in many ways—cannot be described as “recent immigrants”.
Established minorities have deep roots in their “host” context and a lengthy record of involvement
in different aspects of that context, e.g. politics, business and civic society.
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and stable status in society. Some scholars have taken an interest in indigenous
minorities (Dana 1995; Dana and Anderson 2007) and religious groups (Weber
1904-1905; Sombart 1911; Dana 2010) who are minorities, but not recent immi-
grants, thus partially highlighting the time dimension. Overall, however, we have a
limited understanding of entrepreneurship in ethnic communities and diaspora net-
works that may in many cases go back hundreds of years (Volery 2007), and we lack
studies that analyse the entrepreneurial activities of ‘old ethnic minorities’ (Raento
and Husso 2002) and compare them with majority populations. Furthermore, con-
temporary research has often focused on underprivileged ethnic entrepreneurial
groups, ignoring financially more prosperous communities.

Hence, there is a clear knowledge gap that requires further research, and this is
where this study aims to contribute. The societal relevance of our research is obvious
in that the current socio-political climate in Europe is increasingly unfavourable to
minority groups, yet at the same time, demographic changes (e.g., Lingreen and
Hingley 2010) and economic challenges are motivating many Western societies to
take actions intended to promote and motivate entrepreneurship. In this context of
rising tensions with regard to the entrepreneurial actions of minorities and diaspora
networks—especially successful ones—it is important to understand the entrepre-
neurial activities of ethnic and other minority groups and networks as well as
possible. We need to know how these activities contribute to developing the markets
and business communities of the economies and societies in which they are embed-
ded, and how entrepreneurial activities of minorities and diasporic groups can be
explained, supported and promoted. This is in addition to the general calls to go
beyond the extensively researched individual characteristics of ethnic entrepreneurs,
and combine various theoretical perspectives to explore the multiple contexts of
ethnic minority entrepreneurship (Ibrahim and Galt 2011; Kraybill 2010).

Within the scope of our general research question, this chapter has the following
specific aims. First, we aim to review and assess the existing theories and knowledge
base with respect to ethnic entrepreneurship and its connection with entrepreneurial
activity and economic development in a cross-cultural context, and provide a critical
review of the existing ethnic entrepreneurship literature. Second, we aim to develop
a framework and propositions that seek to capture the link between social capital and
different entrepreneurial contexts (Welter 2011) within which ethnic entrepreneur-
ship and economic development could be analysed. Third, we strive to create a
foundation for future empirical analysis by discussing and indicatively answering the
main methodological challenges that our research question bring to the fore.

As stated above, we use entrepreneurship in the Swedish-speaking population of
Finland, or Finland-Swedes, as an example to illustrate our arguments. This minor-
ity,2 which currently comprises 5.3% of the total population (Statistics Finland 2017),
is held to be entrepreneurially more active and also better endowed with social and
economic capital than the main population. Although not an ethnic minority or

>We use this term only in a statistical sense, not a legal sense. From a legal perspective, Finland is a
bilingual country and Swedish is one of the two national languages, not a minority language.
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diaspora in the strictest sense, it provides an interesting example of an established
minority that differs from the main population on several dimensions pertinent to our
research endeavour. Furthermore, this minority is embedded in an institutional
context that allows us to exclude a number of potentially confounding factors.
Finland is an institutionally stable, transparent Nordic welfare society characterized
by strong rule of law, low corruption, a small grey economy (Virtanen 2016), and an
education system that is free of cost for EU/EEA nationals up to the university level.
Economic freedom and individual rights are constitutionally guaranteed. This insti-
tutional environment mitigates factors that might otherwise discourage minority
entrepreneurs, and decreases the likelihood that minority individuals will to turn to
entrepreneurship by necessity. Finally, reliable income data and statistics on entre-
preneurship and language® are available from public sources.

The rest of the paper unfolds as follows. First, we will review the extant literature
on ethnic entrepreneurship and different approaches to studying the phenomenon.
Then we will offer a brief historical overview of Finland-Swedes and their charac-
teristics in terms of entrepreneurial action, followed by the development of a
conceptual framework on entrepreneurship among established minorities. We sub-
sequently discuss methodological aspects of analysing entrepreneurial activity
amongst minorities and diaspora networks. The paper closes with conclusions and
suggestions for future research.

2 Literature Review

2.1 Entrepreneurship and Social Capital Across Contexts
and Levels of Analysis

We start our literature review with a discussion of the theoretical base of previous
research. In terms of research units and levels of analysis, many studies of ethnic
entrepreneurship have focused on individual-level economic behaviour of minorities
in contexts where push factors (unemployment, racial discrimination etc.) can be
seen as the major drivers of self-employment and entrepreneurship. This observation
provides a key impetus for the present study and we will return to it in greater detail
below.

Many previous studies of ethnic minority businesses are exploratory in nature and
their analysis is not based on a consistent theoretical framework. However, many
such studies do take an explicit starting point in network theory. The interest in this
particular framework is understandable given that one of Granovetter’s (1973)
seminal ideas is the conceptualization of strong ties as characterised by a
combination of time, emotional intensity, intimacy, and reciprocity. These are typical

3Public statistics on language suffer from some definition challenges that we will return to later on
in the paper.
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characteristics of the relations with family and friends. The parallel concept of weak
ties, on the other hand, has highlighted the role of informal networks and
embeddedness (Granovetter 1985) outside the immediate social circle of close family
and friends. In the words of Granovetter (1985: 490), ‘The embeddedness argument
stresses. . . the role of concrete personal relations and structures (or “networks”) of
such relations in generating trust and discouraging malfeasance.’

An important aspect of Granovetter’s (1973) perspective on networks is that weak
ties may be as important as strong ties in leveraging the resources that can be
accessed through the network. Co-ethnic networks have been found to provide
access to five important resources: co-ethnic customers, employees and suppliers;
finance and information; and emotional support (Dini 2009). They have also been
shown to inform locational decisions for migrant businesses and act as marketers of
diasporan businesses (Minto-Coy 2016).

Trust is another factor that is emphasised in many studies of (ethnic and diaspora)
entrepreneurship, also based on the seminal work of Granovetter (1973, 1985). Trust
is argued to be a critical part of successful relationships (e.g., Deakins et al. 2007
Katila and Wahlbeck 2012; Welter 2011, 2012), and is held to be fundamental to
both strong and weak ties.

In combination, an interest in these factors has gradually guided research in the
field toward a focus on social capital in an increasingly broad sense. This has
generated a growing number of studies referring to social networks, embeddedness,
and social capital in the context of ethnic entrepreneurship (e.g., Deakins et al. 2007;
Jones and Ram 2010; Katila and Wahlbeck 2012; Kloosterman 2010; Kloosterman
et al. 1999). We concur with this development, and accordingly draw upon social
capital as the theoretical framework that will guide our subsequent discussion.

Social capital can be defined according to Nahapiet and Ghoshal (1998) as the
sum of actual and potential resources embedded within, available through and
derived from one’s network of relationships. One of the advantages that social
capital confers upon actors is that it enables them to acquire resources and knowl-
edge (Nahapiet and Ghoshal 1998; Tsai and Ghoshal 1998). As such, and again
following Nahapiet and Ghoshal (1998), we argue that social capital conceptually
enfolds or incorporates the notion of social networks, including both strong and
weak ties, trust, and embeddedness.

According to Nahapiet and Ghoshal (1998), social capital is a multidimensional
concept that consists of three overlapping but analytically distinct dimensions:
structural, relational and cognitive. The structural dimension includes the funda-
mental proposition of social capital, which states that network ties provide access to
resources and information (Liao and Welsch 2005). In addition to network ties, the
structural dimension includes network configuration and appropriable organization
(Nahapiet and Ghoshal 1998). The relational dimension of social capital refers to
assets based in the concept of relationships, such as trust, trustfulness, norms,
obligations, and identification (Nahapiet and Ghoshal 1998). The cognitive dimen-
sion pertains to the shared representations, interpretations and systems of meaning
among parties. In other words, this dimension refers to shared norms, including
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codes and languages, as well as shared narratives that assist a common understand-
ing of mutually accepted goals and rules of acting in a social system (Nahapiet and
Ghoshal 1998).

Despite the many positive aspects of social capital, it has been recognized since
the concept was first introduced that it also has potentially significant drawbacks or
downsides. Bourdieu (1977), the founder of the ‘European school’ on social capital,
focused his research on the exclusionary effects of social capital—that is, its negative
effects on those who do not have access to it. Meanwhile, Powell and Smith-Doerr
(1994: 393) neatly summarized the potential risks of social capital for those who do
possess it in the famous quote, ‘The ties that bind may also turn into ties that blind’.
In other words, although high levels of social capital are beneficial in a number of
ways, they may also have significant drawbacks in the form of narrow-mindedness,
parochialism, and inertia (Adler and Kwon 2002). This needs to be kept in mind
throughout the discussion below.

2.2 Empirical Studies on Ethnic Entrepreneurship

The nature of social capital as a dual-edged sword has been recognised also in
literature engaging with minority, ethnic and/or immigrant entrepreneurship, and
entrepreneurship in diaspora networks. Portes and Sensenbrenner (1993) were early
in discussing the negative effects of social capital in the context of immigration.
Subsequent research has shown that in host country contexts, high levels of social
capital within ethnic communities may act as a barrier to innovation and renewal
(Waldinger 1995), and may hamper entrepreneurial activities in tight-knit commu-
nities (Portes 1998).

Deakins et al. (2007) studied the role of social capital of ethnic minority busi-
nesses in Scotland and concluded that, even if in many cases this role was important
and had a positive impact, it also emerged as a very complex phenomenon. They
found social capital to be a limiting factor for example for young, well-educated
second- and third-generation owners who have different kinds of networks and are
more integrated in their host society than first-generation immigrants. Deakins et al.
(2007) concluded that the nature of successful networks depends on the level of trust,
which will depend itself on the nature of the business environment (e.g., rural vs.
urban), on culture and on regulations. Welter (2011) refers also to the dark side of
socio-spatial context when she notes that spatial proximity may contribute also to
over-embeddedness.

Katila and Wahlbeck (2012) studied the role of social capital in the case of
Chinese and Turkish restaurants in Finland, drawing upon bonding and bridging
social capital as key concepts in their analysis. Drawing upon ‘bonding’ social
capital means using resources received from the social networks within certain
social groups. ‘Bridging’ social capital refers to networks between different social
groups and use of resources received from diverse social connections. There is a
close parallel to Granovetter’s (1973) concept of strong and weak ties, as well as
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similarities to the work of Brinkerhoff (2009) on accessing entrepreneurial resources
through digital networks. The conclusion of Katila and Wahlbeck (2012) is that
ethnic entrepreneurs must use any available social capital in order to survive.
Referring to the above discussion of dark side of social capital (Deakins et al.
2007; Portes and Sensenbrenner 1993; Welter 2011) the conflict is obvious, since
drawing on some of that social capital may be harmful for the business. Still, Katila
and Wahlbeck (2012) conclude that successful ethnic entrepreneurs rely on an ability
to combine resources from their co-ethnic ties as well as from other local and
transnational ties. Similarly, Minto-Coy (forthcoming) emphasizes that it is impor-
tant for ethnic entrepreneurs to know when and how to draw upon strong and weak
ties, respectively, as opposed to being fixed on an either or approach. Jones and Ram
(2010) analysed UK labour market dynamics and concluded that ethnic ties help to
develop employer-worker relations; these do not operate independently of universal
resources, as informal networks and relationships should also be considered.

Katila and Wahlbeck (2012) point out that ethnic businesses do not operate in the
vacuum of independence but are connected to their universal context. Thus they
suggest that the benefits of social capital for self-employment and entrepreneurship
are largely dependent on the mixed embeddedness perspective, which also accounts
for the involved actors’ embeddedness in broader contexts including social, eco-
nomic and political circumstances. In the same vein, Jones and Ram (2010) conclude
that ethnic minority businesses are dependent on their own community networks but
also on external structural contexts. These findings indicate that mixed embeddedness
could be a relevant approach to understand key dynamics of ethnic entrepreneurship.

Earlier, Kloosterman et al. (1999), in their study of immigrant entrepreneurs and
their prospects of upward social mobility in the Netherlands, also concluded in
favour of the relevance of mixed embeddedness. They argue that in ethnic studies,
the notion of embeddedness is mainly used to refer to the social characteristics of
groups consisting of co-ethnics. However, this approach neglects immigrants’
embeddedness in wider social, economic, institutional and spatio-temporal contexts.
Businesses are also embedded in context-specific sets of norms, rules and regula-
tions, associations, neighbourhoods and business traditions. In addition, macro-level
embeddedness should also be taken into account. At this level, the opportunity
structure for businesses in general is largely determined by institutional context
(Kloosterman et al. 1999). In other words, to capture all relevant dimensions of
embeddedness of immigrant entrepreneurial activities, there is a need for concepts
such as mixed embeddedness.

In order to illustrate mixed embeddedness, Kloosterman (2010) develops a
typology of the opportunity structure where a market is split according to accessi-
bility and growth potential. This model may fit well in the context where entrepre-
neurs come from disadvantaged groups, but the approach is static and does not take
into account the possibility that a market may be internally diverse, stratified or
otherwise heterogeneous. It also to some extent overlooks the potential of immigrant
or diaspora entrepreneurial ventures to transcend the boundaries of their local
enclaves and develop into full-fledged international entrepreneurship ventures (see
e.g. Mainela et al. 2014).



212 L.-P. Dana et al.

As a complement to approaching ethnic minority business from the perspective of
the nature of the relationship, we could also concentrate of the unit of analysis. For
example, Dana (1997) differentiates in his literature review four different foci for
analysing ethnic minority entrepreneurship: (1) focus on self, (2) focus on the ethno-
cultural milieu, (3) focus on the host society, and (4) focus on interaction of the ethno
cultural milieu and the host society.

The focus on self emphasises entrepreneurs’ personal characteristics and behaviour.
Even if personal traits and characteristics are no longer at the core of entrepreneurship
research, these variables are included in many studies as variables explaining ethnic
entrepreneurship. For example, in the mixed embeddedness approach (Kloosterman
2010) the micro-level of the individual entrepreneur will be analysed. Other such
characteristics that are needed to “breakout” (Smallbone et al. 2010) probably include
variables such as age, education, generation etc. which are included in personal traits.

The second focus, on the ethno-cultural milieu, depends on the values and beliefs of
the specific ethnic group. As Dana (1997) points out through examples, there seems to
be differences in how different ethnic groups see entrepreneurship (as positive and
desirable or not). He also considers whether some ethnic groups have a stronger
internal locus of control than others. On the other hand, locus of control belongs to
the personal characteristics of an entrepreneur, so it could be asked how this focus
differs from the focus on self. However, and interestingly from the perspective of our
empirical example, recent research within economics provides some evidence of
language-based variation in group-level behaviours, including behaviours commonly
associated with locus of control. Chen (2013) found that the likelihood of individuals
displaying future-oriented behaviour increased with the extent to which their native
language made a grammatical association between the present and the future. In
combination with other research on the links between culture, values and economic
action (e.g., Hofstede 2001), this provides support for group-level variation separately
from individual-level characteristics.

The third item, where the focus is on the host society, depends on the structure and
development stage of the host society. As Dana (1997) summarizes, this approach limits
entrepreneurial behaviour to a consequence of the (often marginal) position of an ethnic
group in the host society. When the focus is on the interaction of the ethno-cultural
milieu and the host society, ethnic enclave and middleman minority position theories
could be applied. In conclusion, Dana (1997) emphasizes that the heterogeneity of ethnic
groups should be taken into account, as individuals from different ethnic communities
become self-employed for different reasons. This is highly relevant from the viewpoint
of our study, as entrepreneurship dynamics may look very different in well-established
minorities compared to more precariously positioned groups.

Also important from the perspective of the current paper, the work of Dana and
Light (2011) has highlighted the importance of capturing the contextual variety of
minority entrepreneurship by exploring the different characteristics of self-
employment amongst Sdmi people in Finland. For instance, Dana and Light (2011)
show that Sdmi herding is mainly driven by the maintenance of a cultural tradition and
not necessarily limited to the maximization of financial profits, emphasising the role
of informal contexts for entrepreneurship. Further underlining this point, two
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categories of self-employed reindeer herders could be differentiated: Sami and
(non-Sami) ethnic Finns (Dana and Light 2011).

Smallbone et al. (2010) suggest several ways in which ethnic diversity can be
linked to the competitiveness of cities, and provide partial empirical evidence for
three such aspects—ethnic diversity as a source for creativity and innovation; the
role of diaspora-based networks; and linguistic diversity. Smallbone et al. (2010)
point out that even if diversity would be a source of potential competitiveness,
resources are needed to exploit it, and in some ethnic minority communities this
demands a strong supplementary role of public policy.

In sum, there is strong evidence that the effects of the different dimensions of
social capital on ethnic entrepreneurship vary depending on the spatio-temporal and
social context where entrepreneurship takes place, its entrepreneurial culture and the
secondary effects thereof, which will differ across countries. This notion provides a
crucial starting point for our study as we proceed to combine a range of entrepre-
neurship opportunities and their development with different dimensions of social
capital, focusing on the special case of well-established minorities. Before that,
however, we provide a brief description of the specific subgroup we use to illustrate
our discussion.

3 Example of an Established Minority: Swedish-Speaking
Finns

Finland formed part of the kingdom of Sweden for several centuries before becom-
ing an autonomous Russian grand duchy in 1809 and then a sovereign country in
1917. Even during the period of Russian rule, Swedish remained the administrative
language of Finland until the late nineteenth century, after which it continued to be
the ‘principal’ language of the “upper class’ for several decades (Hyyppéd and Miki
2001). After Finland’s declaration of independence in 1917, the proportion of
Swedish-speakers has gradually declined from circa 14% at the beginning of the
twentieth century to 5.2% today. However, the rights of Swedish-speakers have been
constitutionally enshrined in that Finland is a bilingual country, with Finnish and
Swedish as official languages of formally equal status. Apart from that, the vitality
and significance of the Swedish-speaking minority in Finnish society has largely
rested on its own political, cultural and economic activity in combination with key
publicly funded institutions such as a Swedish-language educational system
stretching from kindergarten to university (Raento and Husso 2002).

As pointed out in the introduction, Finland-Swedes are not an ethnic minority or
diaspora in the strictest sense. They identify their nationality as Finnish and not
Swedish, have for the most part been living in Finland for centuries, and conform to
the majority population in terms of religion and physical appearance. Many are
bilingual or at least fluent in Finnish. Marriages across the language boundary are
common, both public and private life are characterized by extensive code-switching,
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and there is a long tradition of voluntary switching of languages (e.g. in the late
1800s and early 1900s when many Swedish-speaking families changed their name
and language to Finnish ones to support Finnish national independence efforts).
Swedish is a mandatory (although intensely debated) language in Finnish-language
schools, and access to the Swedish-language educational system and other language-
based institutions is based on language skills, not ethnicity or family roots.

With these caveats, it can be argued that Swedish-speaking population of Finland
provides an interesting example of an established indigenous minority (in a statistical
sense) that differs from the main population on several dimensions pertinent to our
research endeavour, forming a distinct group with their own institutional norms and
structures. It currently comprises some 289,500 individuals, approximately 5.2% of
the total population (Statistics Finland 2017). This makes it the largest language-based
minority in Finland, since the total share of all the other language minorities was about
6% in 2017 and this includes about 150 different language groups.

Figure 1 shows the geographical distribution of the Swedish-speaking population.
Most live in the coastal areas of Southern Finland and the West coast of Finland
(Ostrobothnia), which are the most densely populated and economically dynamic
regions of the country. Relatively, the largest group is found in Ostrobothnia where
49.6% of the population or some 89,900 individuals are Swedish-speaking (Statistics
Finland 2017). However, in absolute numbers the largest group is found in Uusimaa
where Swedish-speakers number about 132,200, or 8.1% of the total population.
About 8.8% of Finland-Swedes live in Aland, an autonomous group of islands located
halfway between Finland and Sweden, where the official language is Swedish. Due to
this special status, we exclude Aland from the subsequent discussion and focus on the
situation in mainland Finland.

Compared to the majority population, Finland-Swedes have been argued to enjoy
higher levels of social capital, and they are to some extent distinct in terms of culture
and identity (Heikkild and Rahkonen 2011; Surakka et al. 2009) although not visibly
different from the Finnish-speaking population. Also, they are on average more
entrepreneurially active, although much of the difference in this regard can be
explained by area of residence, regional background, and family background (Saarela
2003). Recent official statistics indicate that at a general level, the entrepreneurial
activity of Swedish-speakers still exceeds that of both Finnish-speakers and other
language groups in Finland. According to the most recent figures available at the time
of writing, 5.2% of Swedish-speakers were entrepreneurs. The corresponding figures
for the Finnish-speaking population and speakers of other languages were 4.2% and
3.8% (Statistics Finland 2017).

These are rough figures where wealth, region and other possibly relevant factors
have not been controlled for, and other approaches yield different figures. The
Federation of Finnish Enterprises has only about 2750 member firms that have
indicated Swedish as their main language, excluding 240 member firms in Aland
(www.yrittajat.fi, 2017). Extrapolating this number to the whole population of
entrepreneurial businesses in Finland (283,000) suggests that Swedish is the main
language in some 7400 companies. Relative to the total Swedish-speaking popula-
tion, this number would suggests that only about 2.6% are entrepreneurs. However, a
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key challenge in identifying ventures started by Finland-Swedes is differentiating
them from those started by the Finnish-speaking population. Due to widespread
bilingualism, Finland-Swedes may also establish businesses where the main lan-
guage is Finnish. We will discuss such empirical problems in closer detail below.
Less recent secondary statistics (Ilmanen and Keloharju 1999) also indicate
certain differences compared to the main population. For instance, 14.0% of
Finland-Swedes owned some shares in the early phase of their venture creation,
compared to 9.1% of the Finnish main population. The average value of equity
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investments of Finland-Swedish was 30,900 FIM* per capita and of the Finnish-
speaking majority about 6400 FIM (ibid.). On average, Swedish-speakers also tend
to be somewhat wealthier than the majority population (Saarela 2004). Thus, at the
level of individual characteristics, Finland-Swedes may indeed have better prereq-
uisites for entrepreneurship than the majority population of Finland. Their average
education and wealth is higher, and they are more active as investors. Thus they
deviate considerably from the ethnic minorities described in most previous studies,
which mainly focus on disadvantaged people.

Heikkild (2008), referring to various welfare studies indicating that Swedish-
speakers tend to be healthier, have less difficulty at school, divorce less than the
mainstream population, have a higher propensity to complete tertiary education etc.
(see also, Saarela and Finnids 2003), notes that Swedish-speakers in Finland are often
thought to enjoy greater cultural and social capital (Bourdieu 1979). However, she
goes on to point out that this view has little credence among the minority itself and
notes that Finland-Swedes as a collective are heterogeneous. For instance, there
seems to be a certain friction between Swedish-speakers in Uusimaa and those in
Ostrobothnia. The former is the capital region, the seat of government institutions,
and the HQ of most large enterprises, whereas the latter is known for its many SMEs
and entrepreneurial spirit. Heikkild (2008) concludes that the identity of Finland-
Swedes is a culturally determined, highly complex and multi-layered phenomenon.

Finally, Swedish-speakers are more mobile than the majority population. For
example, in 2013, 12% of all Finnish citizens who moved abroad were Swedish-
speakers. Due to the close historical, cultural, and economic links between Finland and
Sweden, Sweden is overall the biggest target country of migrants from Finland, but the
share of Swedish-speakers who move to Sweden is especially high (YLE 2015).

4 Conceptual Framework for Analysing Entrepreneurial
Opportunities and Social Capital in the Context
of Established Minorities

Social capital is held to be an important source for business development and
entrepreneurship (Burt 2000). Higher levels of social trust can reduce the perceived
risk of opportunistic behaviour (Welter and Smallbone 2006), while it may
strengthen social and business networks as important resources. These tight social
relations, in turn, may also perpetuate and strengthen shared social and informal
institutional norms that may have a strong effect on the emergence of entrepreneur-
ship amongst minority groups (Wennberg et al. 2013). Taken together, this may
greatly affect the entrepreneurial activities of such groups.

Recent entrepreneurship research has increasingly emphasized the importance of
finding ways to contextualize entrepreneurial behaviour and develop our understand-
ing of when, how, and why entrepreneurship takes place (Welter 2011). In addition to

“FIM = Finnish markka, the national currency until December 31, 1998. 1 € = 5.94573 FIM.
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embeddedness of individuals and organisations, institutional embeddedness of the
opportunity structure also needs to be critically analysed (Kloosterman et al. 1999;
Kloosterman 2010). Thus we advance an integrative framework addressing three
different contexts of entrepreneurial behaviour. Similarly as Kloosterman et al. (1999)
and Kloosterman (2010) in their mixed embeddedness approach, we integrate (1) the
individual level with (2) resources and their mobilisation and local opportunity structure
or development (Sarasvathy et al. 2003) and (3) macro-level institutional framework
(cultural and political).

From these starting points, we will now conceptually explore how a minority’s
social capital and its embeddedness in a society and economy may affect the
emergence and types of entrepreneurship that members of this minority may engage
in, focusing on the case of established minorities. Like financial capital, social
capital may be conceptualized as including both sources of capital and use of capital.
In our model, use of social capital includes all actions related to identifying, seizing
and developing opportunities. In what follows, we first identify the sources of social
capital (Portes and Sensenbrenner 1993; Hyyppa 2004), and then discuss how the
social capital generated by these sources influences entrepreneurs’ opportunity
recognition, discovery and creation, illustrating our argument with examples from
the specific context of the entrepreneurial activity of Finland-Swedes.

The sources of social capital may include a community’s history, cultural tradi-
tion, institutions, education, work experience, values, and reciprocity (Portes and
Sensenbrenner 1993; Hyyppa 2004). Finland-Swedes have been argued to enjoy
higher levels of social capital and wealth in comparison to the majority population
(Hyyppd and Miki 2001; Surakka et al. 2009). Community history, culture and
established practices have been shown to be important factors in explaining this
(Hyyppd 2004; Hyyppd and Miki 2001; Heikkilda 2008).

These sources act as triggering factors of strong (bonding) and weak ties (bridg-
ing) when taking advantage of the structural dimension of social capital. The
structural dimension of Finland-Swedes’ social capital includes network relation-
ships, encompassing both strong and weak ties. Strong ties enable resource acqui-
sition through social networks; this pertains to the bonding aspect of social capital.
Weak ties, by contrast, induce indirect contacts that act as channels for information,
ideas and influences also from socially distant locations. They are more likely to
generate transfer between different circles and access to information different from
what one usually receives (Granovetter 1973). Weak ties enable the use of resources
received from diverse social connections, which is typical of the bridging aspect of
social capital (Katila and Wahlbeck 2012).

If we analyse the characteristics of Finland-Swedes’ institutional embeddedness it
could be argued that the strength of their social capital lies in their communality
(e.g., Hyyppd 2004). Previous research has highlighted that Finland-Swedish com-
munities are often embedded in tight social networks, implying abundant strong ties
and possibilities for generating bonding social capital. This could be used when
seizing opportunities and in mobilizing resources. The communality of Finland-
Swedes also creates favourable conditions for developing the relational dimension of
social capital. Tight social relationships reflect a higher level of social trust within
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their communities, as compared to the majority population (Surakka et al. 2009). In a
close-knit community, trust, trustfulness, norms and obligations are more evident
than in a context where few or no communal relationships exist. Also, the reputa-
tional and social cost of breaking such bonds will be significantly higher, and the
consequences longer-lasting.

On the other hand, in business terms, membership in a close-knit community may
also create an overly strong focus on that community through several mechanisms.
Firstly, it may be easier to do business with known and trusted partners. Secondly,
trusting that clients will be loyal may decrease incentives to develop, thus hampering
business competitiveness in the long run. Thirdly, strongly felt obligations to support
and serve a particular community may lead an entrepreneur to disregard other
opportunities which might over time have been more fruitful.

The arguably most important dimension of social capital from the perspective of
ethnic minorities is the cognitive dimension—shared norms, codes, language and
narratives—which assist in creating and maintaining a common understanding of
mutually accepted goals and social rules (Nahapiet and Ghoshal 1998). Through
language and narratives, the cognitive dimension is also linked to culture. Evidence
at both firm and individual level (Barner-Rasmussen 2011; Barner-Rasmussen and
Aarnio 2011) indicates that Finnish individuals who know Swedish® play a key role
in the extensive business links between Sweden and Finland. This has significant
secondary consequences at the national level, as countries that share a language trade
significantly more (e.g., Sauter 2012; Egger and Lassman 2015). In this context it
should be mentioned that to the extent that such an effect prevails in trade between
Sweden and Finland—whose economies are among the mutually most integrated in
the world, even if Finnish and Swedish are mutually unintelligible—it is not only
due to Finnish citizens who speak Swedish. English is widely spoken in both
countries, a significant number of Swedish citizens know Finnish. According to a
poll by the Swedish National Radio (2005), some 5% of the Swedish population was
able to speak or understand Finnish or Tornedalian Finnish, a variant spoken in
Lapland. Also, many Finnish citizens reside and work in Sweden.

There is also a connection between the cognitive dimension of social capital and
opportunity identification. Buenstorf (2007) emphasises that the knowledge about
focused business and cognitive preparedness of the entrepreneur are essential in
identification of opportunities. The cognitive framework of the entrepreneur also has
a crucial role in Baron’s (2006) model of opportunity identification. In our example
case, a slightly different cognitive disposition compared to the majority population
may enable Finland-Swedish entrepreneurs to differentiate in important ways.
Existing diaspora research (e.g., Riddle et al. 2010; Riddle and Brinkerhoff 2011)
suggests that this differentiated cognitive disposition may be due to a broader
cultural-regional scope and tighter cultural links to Sweden and the other Nordic

31t should be noted that not all of these persons would identify themselves as belonging to the
Finland-Swedish minority, as Swedish is taught as a mandatory subject in Finnish schools and is
spoken by many members of the majority population. We return to this issue below.
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countries—a kind of diasporic state of mind, although we believe such terms should
be used with caution when dealing with established minorities. This disposition may
endow Swedish-speaking entrepreneurs with multiple lenses and access to a broader
selection of ideas and other resources, thus improving their opportunity recognition
and increasing their opportunities for differentiation, with ultimately positive con-
sequences for their competitiveness.

A would-be entrepreneur’s motivation to start a business is affected by emotional,
instrumental, development and other motives, for example traditions and family
pressures. Instrumental and development motives are largely dependent on the
“supply” of opportunities. From the network perspective, Stevenson’s (1983) classic
definition of entrepreneurship as “pursuit of opportunity beyond the resources your
currently control” is important. Kloosterman’s (2010) approach to the opportunity
recognition process includes opportunity identification in terms of matching
existing, or known, market demand and supply (Sarasvathy et al. 2003). In addition
to opportunity recognition in terms of entering existing markets where demand is
already known, Sarasvathy et al. (2003) differentiate two other ways—opportunity
discovery and opportunity creation. In opportunity discovery, the search for infor-
mation about market characteristics, especially potential customers and competitors,
is essential. If both demand and supply are unknown but the entrepreneur is
convinced about the responsiveness of the market, opportunities could also be
created (Sarasvathy et al. 2003).

In addition to the opportunity spectrum, also the context should be taken into
account. Opportunities exist in social, spatial and institutional contexts (Welter
2011). Thus, the context of Finland-Swedes and especially their social capital
could explain why they identify opportunities. As noted above, research on diaspora
entrepreneurship suggests that the ability to identify and develop opportunities may
benefit from a broader cultural-regional scope (e.g., Riddle et al. 2010; Riddle and
Brinkerhoff 2011; Elo 2017). Mullins (2006) classifies opportunity domains to
include market, industry and team domains. We propose to substitute the team
domain with the ‘entrepreneur domain’, which is equal to Kloosterman’s (2010)
micro-level where connectedness up and down across value chain links the oppor-
tunity with structural dimension of social capital. This individual level also includes
resources and resource mobilization (Kloosterman 2010). Kloosterman’s (2010)
model further includes a meso level (local opportunity structure) which is linked
loosely to a macro level (institutional embeddedness of opportunity structures). We
focus on the three dimensions of social capital at individual level. Thus, in the debate
on whether social capital is a public or a private good (or both), we concentrate on its
nature as a social resource possessed by individuals, with positive or negative
confluence of their socialisation, education and network relations (Bourdieu 1979,
1986). In this regard we follow Bourdieu’s argument that groups or communities do
not possess social capital, but are constructed to maintain and safeguard the social
capital of their members.

As noted earlier, mixed embeddedness (Koosterman et al. 1999; Kloosterman
2010; Jones and Ram 2010; Katila and Wahlbeck 2012) denotes that ethnic minority
businesses are dependent on their own community networks but also on external
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structural contexts, highlighting the importance of minority entrepreneurs’
embeddedness in wider social, economic and institutional contexts. Kloosterman
(2010) discusses mixed embeddedness in terms of an opportunity structure where
markets have two key characteristics: accessibility and growth potential. We have
noted before that the possibility that markets may be internally heterogeneous
constitutes a challenge to this model. Another challenge is that it assumes that
opportunities for high-skilled migrants reside mainly in expanding markets, whereas
in fact, so called high-impact firms may be found also in declining branches of
industry and every part of the country (Acs et al. 2008).

Strong ties are essential in building trust in business relationships, but sharing a
historical and cultural background facilitates the development of trustworthy rela-
tionships also with weak ties. Thus, within a minority, the shared context helps raise
relational social capital levels, which will be essential especially in opportunity
recognition. On the other hand, in the creation and discovery of opportunities, the
cognitive dimension—for example language, narratives, and habits—will be crucial.
Needless to say, the potential positive implications of these dimensions of social
capital extend beyond identification of opportunities to endow business development
efforts by community members with a certain degree of stability and sustainability
over time. Linking these arguments to Finland-Swedes’ entrepreneurial activity
highlights how key resources of entrepreneurs from established minorities are
accumulated and used over time, and how social capital supports successful resource
mobilization and business development.

Finland-Swedish entrepreneurs seem to be embedded in both local, regional
(Nordic) and international communities, as well as multiple, overlapping historical
and institutional contexts. For example, Finland-Swede entrepreneurs in regions
with strong entrepreneurship traditions, such as Ostrobothnia, may be able to benefit
from both regional and international opportunities, as their cognitive social capital
makes it easier for them to do business with partners in Sweden proper. Likewise,
Finland-Swede entrepreneurs from one part of Finland will have an advantage in
building relationships and benefiting from opportunities with Swedish-speaking
business partners elsewhere in the country. However, a minority may still be
internally differentiated or stratified in this regard: in the case of Finland-Swedes,
possible benefits from being embedded in the entrepreneurial tradition in
Ostrobothnia are limited to that part of the country. And it is important to acknowl-
edge that easy bonding with Swedish-speaking partners may lead to more important
opportunities with other partners being overlooked, thus falling victim to ‘the ties
that blind” (Powell and Smith-Doerr 1994).

These links between sources of social capital, its different dimensions, and the
entrepreneurial opportunity spectrum are summarized in Fig. 2.
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Fig. 2 Social capital and opportunity spectrum

5 Methodological Challenges for Future Research

Our example illustrates a major methodological challenge for empirical research
efforts in the area of entrepreneurship among established minorities and diaspora
networks. Namely, such minorities and groups have often learned to ‘blend in’,
drawing on the social capital conferred by minority membership only in certain
situations, whereas at other times they are difficult or impossible to distinguish from
the majority population. In the case of Finland-Swedes, this ability to blend in is
further heightened by the lack of physical distinction from the main population.®
In the case of Finland-Swedes, the methodological difficulties associated with
reliable identification criteria for minority members manifest themselves at both the
individual and the firm level of analysis. At the individual level, the only practical
ways to identify persons belonging to this minority is either to go by formal first
language—which will miss a large group of bilinguals—or to focus on how indi-
viduals themselves understand their identity in terms of language (and possibly
ethnicity). These approaches will lead to very different results in terms of who the
studied individuals are, how their networks are constructed, and how they under-
stand the entrepreneurial opportunity structure and context in which they operate.
At the company level, things are more complicated still. As we have mentioned, a
register of firms that have identified themselves as Swedish-speaking does exist, but
these firms are so few as to suggest that the measure is extremely conservative. This
raises tricky questions such as how to classify a firm owned by a person with
Swedish as his/her formal first language, but where daily work is carried out in
two or even more languages, and some employees may not speak Swedish? Simply
put, few firms will state unanimously that they are *Swedish-speaking’, because that
may cause alienation among Finnish-speaking clients and prospective employees
(Barner-Rasmussen 2011), and official sources offer no other way of identifying
firms where the language might well be spoken fluently on a daily basis. Firms can
also be internally differentiated in this regard, with Swedish being spoken more
frequently in some departments or functions (for example, export or marketing
departments) than in others. Finally, due to widespread bilingualism, individuals

SWe acknowledge that even among established minorities as defined in this chapter, visible factors
such as race or ethnicity may cause significant differentiation in the ability to ‘blend in’ with the rest
of the population.
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who are formally registered as Finland-Swedes may also establish businesses where
the main language is Finnish, yet these ventures may still benefit significantly from
the social capital that can be derived from the entrepreneur’s access to the Swedish-
speaking community. In short, then, identifying ventures started by minority mem-
bers and differentiating them from those started by the majority population is very
difficult. Careful definitions and thorough, transparent data collection is called for.
The latter, we feel, will be significantly facilitated by research teams composed in so
as to represent ‘insider’ as well as ‘outsider’ perspectives, supporting the ability to
pick up on minute contextual cues without impairing objectivity.

Secondly, to the extent that future empirical work aims to be comparative—compar-
ing minority or diaspora entrepreneurship with entrepreneurial actions undertaken by
majority representatives—careful matching of samples is necessary to avoid situations
where findings are actually caused by underlying differences in wealth, education or
other characteristics that are not directly related to minority/diaspora status per se. Of
course, a minority may be wealthier and better educated than the average population, but
in order to exclude the effects of these variables on entrepreneurship, the latter should be
studied based on comparable samples.

Thirdly, as pointed out above, minorities and diasporas are not necessarily
internally homogenous. On the contrary, they may be differentiated based on region
or some other sociodemographic characteristic, making findings difficult to gener-
alize. On the other hand, exploring such potential differences can yield interesting
research ideas. For example, future research could identify differences between
Swedish-speaking entrepreneurs in Southern Finland and the Ostrobothnia region.

Fourthly, minorities or diasporas are not necessarily identical in behaviour to
those with whom they share their ethnicity or language. This observation is self-
evident with regard to entrepreneurship because so many aspects of entrepreneurial
context differ across countries, but identity issues and idiosyncrasies of national
culture are also relevant dimensions of difference, maybe especially so in the case of
established minorities with deep roots in their “host” country. In the case of Finland-
Swedes, their national identity is emphatically Finnish, not Swedish; for example,
their overwhelming majority will root for the Finnish national ice hockey team and
not the Swedish one. Systematic exploration of similarities and differences can
nevertheless yield ideas for interesting comparative research. For example, future
research could compare the internationalization processes of Finland-Swedish entre-
preneurs’ businesses with those of their Swedish colleagues. It is well known that
Sweden has a lot more multinational businesses in the consumer goods industry than
Finland. Are there any systemic similarities in the internationalization of Swedish
businesses and businesses of Finland-Swedish, or are the latter more similar to
Finnish businesses?

Finally, as Welter (2011) states, the context changes over time and this means that
longitudinal comparisons need to be made carefully. For example, the position of
Finland-Swedes in society is changing, and there are indications of increasing
differences between generations in that older generations are preserving their heri-
tage but youngsters prefer to adjust to new multicultural models (e.g., Folktinget
2005). Opportunity structures are also dynamic, meaning that in addition to
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opportunity recognition where market demand and supply are matched, attention
should also be paid to opportunity discovery and creation (Sarasvathy et al. 2003).

6 Conclusions

In this chapter, we have developed a conceptual framework for analysing entrepre-
neurial activity amongst established minorities, taking the Finland-Swedish minority
as an example. We have drawn upon a background including theories of entrepre-
neurship and opportunities, social capital, and mixed embeddedness. In our frame-
work the starting point is identification of opportunity (Sarasvathy et al. 2003) where
we differentiate opportunity recognition (demand and supply known), opportunity
discovery (demand and supply exist but are not known) and opportunity creation
(no demand or supply). Individual characteristics and social capital affect identifi-
cation of opportunities and decisions to seize them. Sources of social capital include
history of community, cultural tradition and established practices. Social capital
dimensions (Nahapiet and Ghoshal 1998) in the model are structural (networks and
network ties), relational (trust and norms), and cognitive dimension (language,
narratives).

Our analysis suggests that social capital impacts the entrepreneurial activity of
well-established minorities in ways that can actually provide them with better starting
points than those available to majority population members. Despite potential pitfalls
such as the risk of overembeddedness, well-established minorities can potentially
leverage the combination of tighter networks and wider opportunity horizons to
identify opportunities better and more efficiently, and exploit those opportunities
more profitably and sustainably. This view stands in sharp contrast to the negatively
colored view of minority entrepreneurship as a forced last resort for the
disenfranchised. Our perspective illustrates the risk of overlooking important aspects
of social reality if minority entrepreneurship is by default framed in terms of disad-
vantage or vulnerability. Our discussion and examples illustrate that under certain
circumstances, the opposite is possible and even plausible. This novel perspective
amounts to a significant “shaking of the box” in terms of usual approaches to
minorities as entrepreneurs.

We argue that the structural, relational and cognitive social capital possessed by a
minority or diaspora can combine with its embeddedness in regional contexts on one
hand, and international contexts on the other, to create preconditions for entrepre-
neurship that are at least equal to those enjoyed by the majority population. This
potential is especially good when minority members can take on positions as
boundary spanners between contexts (Riddle and Brinkerhoff 2011), leveraging
their understanding of the respective contexts to improve the quality of business
linkages across different kinds of boundaries (e.g. cultural, national, and/or linguis-
tic; see Barner-Rasmussen et al. 2014).

However, to realize this potential, successful boundary spanners should be
acceptable as ‘insiders’ on both sides of the boundary they span. Controversial or
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badly integrated minorities will find it more difficult to take on boundary spanning
roles. This is a strong argument in favour of efforts to integrate immigrant and ethnic
communities and diasporas in a positive, respectful and mutually beneficial way. It is
also an argument for educational efforts aiming to deepen the understanding that
majority population members have of the minorities that share their social space,
thus pre-empting or assuaging potential tensions between groups. It is important to
emphasize that this is not only an economic issue, but has a human and ethical value
as well. Educational efforts can also backfire if perceived as irrelevant or enforced, as
demonstrated by the partly negative reactions against Swedish as a mandatory
language in Finnish-language schools. Still, we believe that sensible educational
efforts that increase ethnic groups’ understanding of each other and thus contribute
to productive coexistence are likely to be beneficial from a business viewpoint. The
host context and the extent to which it is experienced as hostile or welcoming has a
strong influence on incoming entrepreneurship (Nkongolo-Bakenda and
Chrysostome 2013), making it in the interest of all involved to facilitate and support
the efforts of immigrant and ethnic entrepreneurs.

In terms of managerial implications, an obvious point for minority entrepreneurs
who wish to expand their business is that they should be careful to avoid
overembeddedness in their own ethnic community, as this may mean that they
never realize the transnational potential offered by their social capital. Especially
for entrepreneurs from relatively prosperous and numerous minorities, whose local
or regional community may constitute an easy, ‘captive’ market, this is likely to
require a conscious effort. Such efforts could be supported by education, information
and astute public investments into business development and internationalization
support aimed specifically to help minority entrepreneurs leverage their potential
strengths in terms of market access.

Overall, our argument also implies that well-integrated, prosperous minorities are
an economic asset of regions and nations in terms of the international business
linkages they can enable. The value added by Chinese and Indian migrants to many
economies in Africa (see e.g., The Economist 2011) serves well to exemplify this
point. This potential ‘profit of hosting” could be highlighted in public discussions on
immigration alongside other arguments on immigration, cultural diversity, integra-
tion, and public investments into business development. In a public debate that is
sometimes one-sided in portraying minorities and integration from a cost perspective
only, the potential economic benefits of integrated minorities and a vibrant,
multidimensional social fabric deserve to be highlighted as a counterpoint. We
suspect that to make this point stick, researchers with an interest in migration and
diaspora research should collaborate with economists and accountants to develop
appropriate metrics for estimating the potential economic value thus generated.
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Social Capital, Diaspora and Post )
Internationalization: A Developing L
Economy Case

Luis Zarate-Montero and Rosalina Torres-Ortega

Abstract International new ventures (INVs) from high tech industry in developing
economies need international markets in order to survive and/or develop their
business activities. INVs have utilized their bonding social capital to overcome
their liabilities and success in foreign market. In this study we focus on Costa
Rican software firms who have took advantage of the immigrants in their CORs
(diaspora) that generates bonding and bridging social capital to enter to international
markets, particularly in US market. The case study analyses of four companies
suggest that bonding social capital originating from diaspora enables INVs to
implement lower and more inexpensive modes of entry and bridging social capital
enables originating from other ties them to increase the sales in foreign market. The
influences of the diaspora on social capital provoke a positive change on firms’
performance.

1 Introduction

The social capital related to ties outside the home country and inside the home
country is important (Prashantham and Birkinshaw 2015). A relevant international
tie that may influence the business development domestically and/or overseas is
called diaspora (Elo and Volovelsky 2017; Prashantham and Birkinshaw 2015).
Diasporans are “migrants who settle in one place move on and regroup” (Cohen
2008, p. 142). International new ventures (INVs) often expand their business beyond
their boundaries facilitated, sometimes, by diasporans (Elo 2016). To extract benefits
from these relationships, INVs often rely on their social capital (Coviello and Munro
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1997; Coviello 2006). Firms with more social capital will be exposed to a higher
potential business opportunities (Ramos et al. 2010). Both empirical and theoretical
considerations suggest a positive effect social capital on international opportunity
identification and venture performance (Chandra et al. 2009; Pinho 2016). This
information about international opportunities should be acquired through member
of a diaspora that plays a critical role connecting and conducting business for INV in
foreign markets (Elo and Volovelsky 2017; Riddle and Brinkerhoff 2011). The
diasporans, through their links to international opportunities, may also generates
social capital in the internationalization process of ventures, which improves perfor-
mance (Lew et al. 2013).

Most of the research of social capital and diaspora have been conducted predom-
inantly in the context of advance economies and very limited to the emerging or
developing markets (Koksal 2006; Jones et al. 2011). The international social capital
that includes the diaspora in their country of residence (Elo 2016), are considered
important factors, in developing countries, to identify international opportunities and
improve business development of INV (Nkongolo-Bakenda and Chrysostome 2013;
Rodrigues and Child 2012). However, researches on developing markets context
tend to be focus on the Asia region giving little attention to the understudied Latin
America region (Clarke et al. 2016). The studies on the importance of social capital
and diaspora to understand internationalization as a tool to improve firm’s perfor-
mance and international opportunity identification in developing context is still an
incipient area of study (Rodrigues and Child 2012). This type of countries are
associated with lack of human capital, lack of R&D and poor quality of bureaucracy
may not take advantage of technology transfer (Zahonogo 2018, p. 3). The INVs,
therefore, suffer from deficits of resources (amount and quality), the competition by
resources and the operation in less munificent environments in comparison with
INVs from advanced economies (Kazlauskaité et al. 2015) unfold the diaspora
importance in its countries of residences to obtain information (Elo and Volovelsky
2017) and influence on venture performance (Prashantham and Birkinshaw 2015).
Diaspora represents a form of encourage international firms (Elo 2016). According
to Terjesen et al. (2016) future research should “include unexplored countries,
particularly, those from the developing world” (p. 315). Social capital and immi-
grants of their countries of residences (CORs) (Elo 2016) from developing context,
offers a pertinent setting to investigate the internationalization process of INVs.

The literature review has demonstrated the importance of social capital and
diaspora approach on internationalization (Rana and Elo 2017; Smith et al. 2017).
The social capital and immigrants in their CORs may influence the creation of INVs
firms (Nkongolo-Bakenda and Chrysostome 2013) and the post entry speed of
internationalization, particularly in emerging market context (Rana and Elo 2017;
Prashantham and Dhanaraj 2010, 2015). Despite of current knowledge of the
importance of social capital originating from immigrants of their CORs on interna-
tional process of INV, there is scant research about how INV access and leverage this
type of social capital to achieve superior performance in a developing economy
(Prashantham 201 1; Prashantham and Young 2011). In the same vein, more research
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is needed to better explain the influence of immigrants of their CORs on venture
performance in a developing economy context (Prashantham and Zahra 2006).

Accordingly, this paper is motivated to contribute to research on social capital,
which connects networks and resource acquisition in internationalization. (Nahapiet
and Ghoshal 1998) defined social capital as the actual and potential resources
embedded within, available through and derived from the network of relationships
possessed by an individual or organization. McDougall and Oviatt (1994) did not
explicitly mention social capital but they indicate its importance at early and later
stages of internationalization. Thus, this paper expects to contribute, also, to the
International Entrepreneurship (IE) field, focusing on social capital of INVs origi-
nating from immigrants in their CORs and post-entry speed of internationalization. IE
study international business activities of small and medium entrepreneurial firms
(Mcdougall et al. 2003). Post-entry speed is a topic of interest to International
Entrepreneurship scholars (Morgan-Thomas and Jones 2009; Prashantham and
Young 2011). Equally important is the role of immigrants in their CORs in the
generation of new opportunities/resources leading to superior venture performance
(Chung and Tung 2013; Morgan-Thomas and Jones 2009). The objective in this
study, therefore, is to explore the influence of social capital originating from immi-
grants in their CORs on post entry-speed of Costa Rican INVs and the role of this
diaspora on their performance. A case study approach of four Costa Rican software
firms that had entered to foreign markets is presented. Over the last 15 years, Costa
Rica had been representing an interesting case study for many scholar (Ciarli and
Giuliani 2005; Ciravegna 2012; Ketelhoehn and Porter 2002; Lopez et al. 2009).

By doing so, we address the call for research on social capital theory and
internationalization process of the INVs, operating in high-tech sector in other
regions as Latin America context (Prashantham and Birkinshaw 2015; Terjesen
et al. 2016). The current study analyses the following research questions:

RQI How does social capital originating from immigrants, of their CORs, influence
post-entry speed of INVs?

RQ2 What is the role of immigrants, of their CORs, on performance of INVs?

This research argues that immigrants in their CORs has a positive influence on
INVs’ entry mode selection and may influence the INVs performance as presented in
Prashantham (2011). This chapter is organized as follows. First, a review of some
relevant literature that provides the foundation for this study, focusing on the discus-
sion in the literature of the social capital, diaspora and international new ventures.
Later this research introduces the methodological and data collection procedures. The
fourth section presents the findings of the data analysis and the results. The final
section discusses the findings, their implications and further research.
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2 Literature Review

2.1 Social Capital

Social capital is a resource that is generated through a network, and therefore it is
related to the nature of the relationships. The most comprehensive approach to
providing an overview of the existing definitions can be found in the seminal review
of Adler and Kwon (2002). The authors argued the social capital definitions vary
depending on whether they focus on substance, the sources, or the effects of social
capital. The authors mentioned the definitions vary depending on whether their focus
is primarily on (1) the relations an actor maintains with other actors (bridging form of
social capital); (2) the structure of relations among other actors within a collectively
(bonding form of social capital). According to Adler and Kwon (2002) the bridging
view (1) focuses on entrepreneurs and how they linked to other entrepreneurs to
obtain access to the resources they need. In this view, social capital may be used to
explain the differential success of entrepreneurs by bridging the structural holes in
their networks, commonly via brokers, to achieve desired outcomes (Burt 2005).
These action is consistent with weak ties notion (Granovetter 1973). Weak ties are
“bridges” to information sources and the opportunity identification have generally
been associated with holding a “bridging” position in a network (Granovetter 1973;
Elfring and Hulsink 2003). The bonding view (2)—focus on the collectively, which
may constitute a cohesiveness that facilitates the pursuit of common goals (Adler and
Kwon 2002). Diaspora communities foster similar values among community mem-
bers, support integration into the host society and contribute to socio-economic
development in homelands (Brinkerhoff 2009). Bonding social capital is derived
from strong tie connections characterized by multiple, and repeated interactions
(Putnam 2000). Strong ties are likely to be more densely connected to other ties
(Granovetter 1973) and important for business activity (Jack 2005). From these dense
networks, resources can be developed over time (Nahapiet and Ghoshal 1998).
Bonding view of social capital focuses on resource flow through social ties rather
than a structural and bridging perspective (Adler and Kwon 2002). Bonding social
capital brings together people who are like one another in important aspects
(ethnicity, age, gender, social class, and so on) (Putnam 2002, p. 11). Ties with
immigrants (diasporans) constitute a potential source of bonding social capital
(Zafarullah et al. 1997). According to Brinkerhoff (2009) diasporan interactions
with common goals contributes to the creation of bonding social capital, and this
type of social capital may create INV, is useful to gain and develop opportunities in
domestic and foreign markets (Rana and Elo 2017; Prashantham 2011). Bonding
social capital, also, is useful to INVs to development its business (Bell 1995; Coviello
20006; Crick and Jones 2000; Laurell et al. 2016; Sharma and Blomstermo 2003).
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2.2 Social Capital and International New Ventures

Despite the debate about if social capital develops at a firm level or at an individual
level, both levels can be united under a network perspective (Borgatti etal. 1998). The
core presumption in this research is the entrepreneurial firms’ social capital is the
aggregate of the social capital of individual firm members and has a preconditioning
influence upon the firm’s social capital outcomes. Literature emphasize the impor-
tance of social capital for perceiving international opportunities, initiating interna-
tional activities and improving international capabilities and competitiveness, which
become enhanced as entrepreneurs acquire more knowledge about foreign markets
(Blomstermo et al. 2004; Ellis and Pecotich 2001; Freeman et al. 2010; Loane and
Bell 2006; Sharma and Blomstermo 2003).

The pace of international expansion of a new venture (post-entry speed) once it has
become an INV is a key issue to achieve superior performance of knowledge and
technology intensive INVs (Prashantham and Young 2011). Technological and mar-
ket knowledge has a central explanatory role (Autio et al. 2000; Johanson and Vahlne
1977) on internationalization processes as speed of learning, influenced by social
capital and the contend of learning represent the post-entry speed conceptualization
in particular (Prashantham and Young 2011).

In terms of learning and knowledge, social capital relates to how efficiently the
knowledge is transferred (Prashantham 2005; Fletcher and Prashantham 2011). On
the level of a dyad, bonding social capital and bridging social capital are interrelated
(Nahapiet and Ghoshal 1998). Some level of bonding social capital is required for
the partners to be able to build bridging social capital, for example how could the
partners interact if they would not have a common language (Rodrigues and Child
2012). The firms are likely to differ in respect to their levels of social capital. Given
that international exposure is required to build bonding or bridging social capital,
firms without international exposure are likely to be short of international social
capital (Rodrigues and Child 2012).

Social capital derived from immigrants in their CORs could result in a useful support
system for internationalizing INVs (Zafarullah et al. 1997), those diasporans are impor-
tant because they bridging institutional differences and reducing trust asymmetries
(Zaheer and Zaheer 2006). The factors influencing post-entry speed may positively
assist in the generation of new resources leading to innovative internationalization
pathways and the continuance of rapid international growth in the post-entry develop-
ment phase (Autio et al. 2000; Morgan-Thomas and Jones 2009). Some literature
suggests that foreign ties (including diaspora) are a valuable source of resources and
thus enhance firm survival and performance meanwhile other researches mentioned such
ties do not always translate into high performance (Gulati and Higgins 2003).

The dynamic nature of social capital indicates that it may increase or decrease as
firms deepen existing relationships, establish new ones, and end problematic ones
(Larson and Starr 1993) and to overcome this liabilities the firm must transform its
social capital focusing to reach superior performance (Coviello 2006; Prashantham
and Dhanaraj 2010; Yli-Renko et al. 2002). Diaspora in their COR provide access to
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resources (amount and quality) that may create capabilities for a firm (Portes 2003;
Nahapiet and Ghoshal 1998). The literature argues that the quality rather than
quantity of network ties is what gives greater access to unique information (Arenius
and De Clercq 2005; De Clercq and Arenius 2006). Some studies show both strong
and weak ties important at different stages of firms internationalization process
(Evers and O’Gorman 2011; Freeman et al. 2006; Granovetter 1973; Kontinen and
Ojala 2011). The entrepreneurs, therefore, may uses weak or strong in domestic
(Fernhaber et al. 2008) or international (Chandra et al. 2009). Diasporans (immi-
grants in their ROCs) that share similar values and vision may reduce the INV cost
when doing business abroad, because they have good knowledge of the cultural and
political aspect of the target country (Nkongolo-Bakenda and Chrysostome 2013).

Bonding social capital derived from diaspora could result in a useful support
system for INVs (Zafarullah et al. 1997). Those ties in their country of residence are
important because they may support a venture creation or influence its international
development (Pruti 2014). In the other hand, INV that developed ties with firms
outside the collectively—that is, created bridging social capital—may also increase
its chance to survive in the international markets.

In developing countries context the accentuated resource constraint arise the
importance of the social capital generated by the network ties (Hitt et al. 2002).
Nanda and Khanna (2010) suggest that the entrepreneurs from Indian context tend to
rely on social networks in order to identify business opportunities and financing.
Focuses in African context, Chand (2016) established that the role of played by
diasporas through social capital by facilitate the trade, investment, technology
transfer, and capability development. In international business context, diaspora
play an important role in facilitating cross-country trade (Epstein et al. 2016; Light
and Shahlapour 2016; Riddle et al. 2010).

3 Method

Traditionally, scholars have studied social capital as a one-dimensional concept (e.g.:
Burt 1992; Coleman 1988). However, current research recognizes the relevance of
the multidimensional nature of social capital in explaining the value of entrepreneurs’
social capital (Maurer and Ebers 2006). This research uses the two-dimensional
(bridging and bonding) framework of social capital (Adler and Kwon 2002).
Although these dimensions are conceptually separate from each other, many of
their features are highly interrelated.

In brief, due to the complexity of the phenomena that this work describes, the
starting point for the abductive logic was a pre-understanding based on a literature
review, followed by a empirical observations generating new ideas, followed by a
recheck of the literature resulting in new empirical observations, and so on. For
social construction, it is suggested the use of single qualitative data collection