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ABSTRACT  

This dissertation investigates the motivating factors as well as the perceived 

inhibitors to the Nigeria diaspora investing in Nigeria . Two studies address (1) the 

motivation for the Nigeria diaspora to invest in their country of origin (2) the perceived 

factors inhibiting them.  

Not much is known about what motivates diaspora to invest in their country of 

origin or why investment intensity varies among diaspora communities. To this end, the 

relationship between the causal factors and Nigerian born diaspora investment interest is 

examined using Nielsen & Riddle (2007) investment motivation framework. Using this 

interdisciplinary approach, an individual level conceptual model of diaspora homeland 

investment is generated.  

The study shows that members of the Nigeria diaspora community do not invest 

in their homeland for financial reward. They invest for perceived emotional returns and 

this is positively moderated by the degree of their social embeddedness in their country of 

origin as well as in their country of residence. They also invest for perceived social 

rewards. This is also moderated by their social embeddedness. 

The second study examined the perceived inhibitors to diasporic investment using 

the Galetto conceptual framework (Galetto, 2011). According to Galetto, investment is 

contingent on four main proximate factors; a minimum amount of money remitted or 

saved; minimum level of local development; the presence of suitable investment 

opportunities and the existence of specific household arrangement.   

The study shows that the perceived inhibitors to diasporic investment are: poor 

physical infrastructure; weak financial system and political instability and risk and that 
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the dominant inhibitor is political instability and risk.  

Collectively, these two studies examine why the Nigeria diaspora would want to 

invest in their homeland and what prevents them from doing so.  They seek to identify 

ways to turn diaspora investment and entrepreneurship interest into meaningful 

investment in the country-of-origin.  

Understanding why the nascent Nigeria diaspora investor or entrepreneur invest in 

their homeland and the obstacles they face is an important first step to identifying ways 

that governments can attract diasporic investment and entrepreneurship through 

marketing and other promotional efforts.  

Finally, this research lays a foundation for a stream of future research, building on 

the findings and data generated in the process of addressing the research questions. 
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CHAPTER ONE 

INTRODUCTION 

Nigeria is the most populous African nation, with a population of over 181 

million (World Bank 2015). Its Gross Domestic Product per capita in 2016 is US$2175, 

ranking it as the 171st among 264 countries (World Bank data, 2017). Poverty is 

prevalent, with over 70 % of the population living below the poverty line (World Bank 

2012).  It ranked 152nd among 188 countries in the UNDP’s human development index 

(HDI) for populations living below income poverty line (UNDP 2015).  

The high degree of poverty and unemployment with the attendant high crime rate 

has made it imperative to harness all available resources. Diaspora are an important part 

of foreign investors in many developing countries. Indian diaspora in the USA 

contributed immensely to the building of their country’s IT industry and creating a 

second ‘Silicon Valley’ there (Wolff et al., 2016). Although information on diaspora 

contributions to FDI and enterprise creation is still limited, there are indications that such 

contributions are growing in size and in importance.  In 2002 about half of the US$48 

billion FDI in China originated from the Chinese diaspora (IOM, 2003). In comparison, 

in 2002 only 10 per cent of India’s US$4.43 billion FDI was generated by Indian 

diasporas. Similar data on the contribution of the diaspora to FDI is not available for 

Nigeria and other African countries. However, according to World Bank data (2017), 

Nigeria’s foreign direct investment net inflow as a percentage of Gross domestic product 

(GDP) as at 2016 was 1% compared to Mozambique and Liberia with 28% and 22% 

respectively.  There has been been a steady decrease from 5% in 2009 to 0.65% in 2015 

(see figure 1). The drop between 2009 and 2010 coincides with the height of violence that 



 

 2 

hit the oil industry. The Niger Delta region during this period was considered unsafe. 

 
Figure 1: Foreign Direct investment net inflow as % of GDP 

Source: World Bank data 2017 

In the 1980s and 1990s, migration was seen as an undesirable consequence of the 

failure of development or as a mechanism for the extraction of wealth and talent from the 

less developed nations (Amin, 1974). Consequently, Massey et al. (1998) concluded that 

migration undermines the prospects for local economic development and yields a state of 

stagnation and dependency. However, with increasing communications and global 

interactions, depending on the circumstances of departure, emigrants may be well placed 

to be a major channel of positive influence in their country of origin. 

International migration is increasingly becoming an important contributor to the 

development of nations as migrants transfer money and resources to their home countries, 

and country governments in the developing world create and set into motion policies that 

aim to harness the resources of members of the diaspora to promote development (Mertz, 
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Chen and Geithner, 2007; Portes, 2006; Ratha et al., 2007; Skeldon, 2008; Zoomers, 

Adepoju and Van Naerssen, 2008).  

Statement of the Problem 

It is estimated that there are about 20 million Nigerians living overseas (Obi, 

2013; Soludo, 2013 cited in Amagoh & Rahman (2016)). A good percentage of these are 

highly educated. As at 2000, 10.7% of tertiary educated population left the country in 

search of better life. The stock of medical professionals in diaspora is made up of: 10.8% 

physicians trained in the country (Bhargava et al, 2010 cited in World Bank (2011)); 

13.6% of physicians born in the country (Clemens and Petterson, 2006 cited in World 

Bank, (2011)) and 11.7% of nurses born in the country (World Bank, 2011). 

Also, the World Bank estimates that Nigerians abroad sent back some $21 billion 

in remittances in 2015, the sixth in the world (World Bank, 2017). This is approximately 

50% percent of the country’s earning from oil export which stood at $42.4 in 2015 (IMF, 

2017). Oil is Nigeria’s main source of revenue. In spite of the high remittances received 

by Nigeria and the highly educated diaspora community, not much has been achieved by 

the Nigeria diaspora in terms of investments in their country of origin. 

However, a number of success stories suggest that it is not the quantity of 

remittance inflows, but the quality of engagement that matters. The case of India where 

remittances is just 3.4% of the GDP, but still experiences a major economic boost 

through diaspora investments is a good example (World Bank, 2016). Hence the need to 

have a structured approach to unleashing the huge potentials of Nigeria diaspora. 

One area where the Nigeria diaspora can contribute to the development of their 

homeland is through investment. The empirical linkage between FDI and economic 
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growth in Nigeria is unclear, despite studies that have examined this relationship with 

varying outcomes (Oseghale and Amonkhienan, 1987; Odozi, 1995; Oyinlola, 1995; 

Adelegan, 2000; Akinlo, 2004). Most of the previous influential studies on FDI and 

growth in sub-Saharan Africa are multi country studies. However, recent evidence 

affirms that the relationship between FDI and growth may be country and period specific. 

Asiedu (2001) submits that the determinants of FDI in one region may not be the same 

for other regions. In the same vein, the determinants of FDI in countries within a region 

may be different from one another, and from one period to another.  

The challenge therefore, is not just in getting the Nigeria diaspora to invest in 

their country of origin but also in creating the enabling environment for their investment 

to thrive. 

The Purpose of the Research.  

This research is guided by two overarching questions: 

(1) Why does the Nigeria diaspora invest in their country of origin? 

(2)  What are the perceived problems, challenges and constraints discouraging the 

Nigeria diaspora from investing in their homeland? 

This dissertation comprises two studies to address these research questions. More in-

depth discussions of the method of each study are provided below. 

Most existing research on investing in Nigeria is on Foreign Direct Investment. 

Studies have shown that diasporas can influence their home country development through 

either human or financial capital contributions (International Organization for Migration, 

2009). Study one investigates the factors that motivate the Nigeria diaspora to invest in 

their country of origin. Understanding this, will be useful in formulating the engagement 
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agenda of both government and the public sector.  

Study two ascertained through questionnaire the perceived major problems, 

challenges and constraints that discourage Nigeria diaspora from playing a vital role in 

the economic growth and development of the homeland. Many diaspora promoters are of 

the view that the government is not doing enough to stimulate and encourage the Nigeria 

diaspora. Put together, the two studies looked at why the Nigeria diaspora would want to 

invest in Nigeria and how the success of these investments could be assured. 

Theoretical Contributions and Practical Significance 

Theoretical contributions 

Previous studies on what motivates the diaspora to invest in their homeland were 

mainly conceptual. This study extends previous conceptual model at the individual level 

by carrying out an empirical study applying two moderators: ethnic advantage which a 

belief that diaspora members possess relative knowledge and social capital advantages 

compared to non-diaspora investors that impact their financial return expectations, and 

social embeddedness (the density and strength of a diaspora member’s social network ties 

within their local diaspora community and their homeland) to the three independent 

variables for the motivation of the diaspora to invest in their country of origin 

respectively.  

Since study one is one of the early empirical studies in this area, the instruments 

that emerged were demonstrated to produce acceptable reliability estimates.  Their 

content, convergent, and discriminant validities were established. Also, measures for 

some of the variables and moderators were developed. 

The study showed that financial reward is not a motivation for members of 
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Nigeria diaspora community to invest in their homeland. Importantly, it established that 

expected emotion reward is the dominant motivating factor for diasporic investment.  

Study two is also one of the early studies of the perceived barriers inhibiting the 

Nigeria diaspora from investing their country of origin. The study showed that 

investment is inversely proportional to the poor state of infrastructural facilities; the 

weaker the financial system, the lower the investment and the higher the political 

instability and risk, the lower the investment. Most importantly, the study shows that 

everything being equal, the most dominant factor that hinders diasporic investment is 

political instability and risk. 

Practical Application 

There exist little research concerning diasporic investment and economic 

development in Nigeria and majority of current scholarship is theoretical or based on 

anecdotal evidence. Thus, policy and marketing efforts undertaken by governments, 

NGOs etc. are done based mostly on hope and conjecture, without the benefit of rich and 

robust scientific data. Study one seeks to fill this information vacuum.  

Study two on the other hand, aims at providing an enabling environment for 

diasporic investment to thrive. Discerning the obstacles that nascent diaspora investors 

and entrepreneurs face is an important first step to identifying ways that governments can 

attract diaspora investment and entrepreneurship.  

Put together, both studies seek to identify ways to turn Nigeria diaspora 

investment interest and entrepreneurship into meaningful investment in their country-of-

origin. 
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Overview of forthcoming chapters 

The remainder of this dissertation is organized as follows: Chapter two reviews 

existing conceptual and empirical literature to provide context for the research. The 

contents of chapter two are organized in five major areas: (i) migration (ii)Economic 

impacts of migration (iii) Resource impacts of migration (iv) Effects of Government 

realities on impacts (v) Effect of social factors on impacts and (vi) The diaspora and 

entrepreneurship in their host country. 

Chapter three includes a detailed description of the methods used in the two 

studies to address the research questions. Following a brief introduction of each study, 

research methods are described, including data collection and analysis. Previous literature 

on diaspora related development and challenges of foreign direct investment by firms 

provide the primary theoretical foundation.  

Chapter four present results and findings from the two studies that comprise the 

current research.  

Chapter five discusses those findings, placing them into the context of extant 

literature, while chapter six summarizes the academic contributions and managerial 

implications, identifies study limitations, and suggests future research directions building 

on the foundation laid by this dissertation. 
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CHAPTER TWO 

REVIEW OF THE LITERATURE 

Globalization and new technology have significantly facilitated the movement of 

people around the world (Riddle, 2008). More than 215 million people, or 3 percent of 

the world population, live outside their countries of birth. Current migration flows, 

relative to population, are weaker than those of the last decades of the nineteenth century 

(World Bank, 2011). 	

Initially seen as a way for lower skilled workers to raise their income (Kuznetsov 

and Sabel, 2006), migration has become increasingly attractive for highly skilled 

individuals, who now have the highest rate of mobility. In 2000, the emigration rate of 

tertiary educated population in the top ten countries are:   Guyana (89.0 percent), Grenada 

(85.1 percent), Jamaica (85.1 percent), St. Vincent and the Grenadines (84.5 percent), 

Haiti (83.6 percent), Trinidad and Tobago (79.3 percent), St. Kitts and Nevis (78.5 

percent), Samoa (76.4 percent), Tonga (75.2 percent) and St. Lucia (71.1 percent). In 

absolute terms, 336,416 or 4.2% of physicians trained in the world are emigrants (World 

Bank, 2011).  

According to the World Bank (2011), 21.8 million people have emigrated from 

Sub-Saharan African countries, and Nigeria is recorded to be one of the top ten countries. 

The destination of Nigeria emigrants includes high-income countries while majority of 

them migrate to other African countries. Nigerians represent one of the most mobile 

populations in Africa and they are found virtually in every continent. They have been 

described as “populations moving to East, West, and South Africa, as well as North 

America, constitute a vibrant diaspora with strong ties across continent” (United States 
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Agency for International Development 2007: 3).  

The Nigeria Diaspora in United States of America 

The United States is the primary destination country for Nigeria-born 

international migrants. According to the Migration Policy Institute (2015) approximately 

376,000 Nigerian immigrants (born in Nigeria and U.S.-born individuals with at least one 

parent who was born in Nigeria) live in the United States. Nigeria is the largest source of 

African immigration to the United States. Nigerian immigrants account for about 0.6 

percent of the United States’ overall foreign-born population. Forty-nine percent of the 

Nigerian immigrant population arrived in the United States in 2000 or later. A similar 

proportion are naturalized U.S. citizens. Fifty-two percent of the Nigerian immigrant 

population are naturalized U.S. citizens versus forty-four percent that are U.S. foreign-

born population overall. The second-generation Nigerian population is made up of 

approximately 163,000 U.S.- born individuals with at least one Nigeria-born parent (MPI, 

2015).  

The Nigerian in Diaspora Organization (NIDO), founded by diaspora members at 

the urging of the Nigerian government, also has several chapters in the United States 

under the umbrella of NIDO Americas, and collaborates closely with the Nigerian 

Embassy and other government structures (MPI, 2015).  

The Nigeria Diaspora in United Kingdom 

Nigerians’ migration to the United Kingdom spans 200 years. As a former colony 

of Britain, the average Nigerian’s first destination for the pursuit of the Golden Fleece, 

business enterprise, and holiday is the United Kingdom (Ojo, 2012).  
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Nigerians in the United Kingdom fall into three main categories: settled residents 

with rights of stay (Nigerians with British and other European nationality); those with 

temporary status as students, visitors, or highly skilled workers; and irregular migrants 

who have overstayed their visas or are undocumented migrants and or asylum seekers. 

According to the International Organization for Migration (2007), a large percentage of 

Nigerians in the United Kingdom could be tagged economic migrants as they have 

migrated into the United Kingdom for economic reasons. 

 Discussion of the relationship between migration and development dates as far 

back as 1945 (Hein de Haas, 2012). The work of the Anglo-German geographer, Ernst 

Ravenstein, in the late nineteenth century remains one of the early explorations of the 

relationship between migration and development (Crush 2015).  

Economic Impacts of Migration 

The role and influence of diasporas on investing in their country of origin are 

becoming increasingly important as the impact of globalization reaches more people than 

ever before.  There is an increasing awareness that there are several ways in which 

diasporas can stimulate economic development in their homelands.  

Economic activities that the diaspora engage in include remittances to family 

members, raising money for specific development projects related to education, 

infrastructure and health in their cities and towns of origin, investment in home-country 

businesses, real estate, and return visits. They also establish small and medium enterprise, 

setting up manufacturing units to produce goods for local consumption and export, and 

establishing and operating service facilities such as restaurants, hotels, internet cafes and 

retail stores (Chacko & Price, 2009).    
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Kapur and McHale (2004) posit that the diaspora could have direct and indirect 

effects on the economic development of their home country. The latter has to do with 

their role as intermediaries between the sending and receiving countries. The Indian 

diaspora has indirectly brought important investments to India, including R&D with 

companies such as Intel, Oracle, Texas Instruments, Sun Microsystems and IBM (High 

Level Committee on the Indian Diaspora, 2001). This may be more significant from a 

developmental perspective than direct diaspora investment because creating high-skilled 

jobs in the home country helps to retain a high-skilled workforce that is otherwise likely 

to emigrate from their home country (Arora and Gambardella, 2004).  

For many developing countries, remittances are an important source of family 

(and national) income and are the largest source of external financing. The total value 

including unofficial remittance flows – money and goods sent through family, friends, 

informal or semi-formal channels is thought to be much higher than what is officially 

reported (Ludger Pries in Sahoo and Maharaj, 2007).  

Remittances do not automatically contribute to national development. They are 

usually spent on: family maintenance, housing improvement, conspicuous consumption 

and productive activities - improvement of land, education, health or the establishment of 

small businesses (Sorenson et al., 2002). However, remittance backed bonds have proven 

to be a viable means of raising funds and are particularly targeted at a diaspora’s middle-

to-upper income members. There have been a number of successful remittance-backed 

bond offerings (Chander, 2001). Some of the first bonds were the State of Israel Bonds 

issued in 1951. They have had a rather positive track record; Israel has raised almost $18 

billion this way (Chander, 2001). Other countries have issued similar bonds as well: the 
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Chinese Liberty Bonds sold through Chinese Benevolent Associations in the United 

States in the 1930s, or bonds sold through the Japanese Patriotic Bond Subscription 

Society. The India Development Bonds issued in 1991 raised $2 billion in 1992-93 alone 

(Lowell and Gerova, 2004). In 2017, the Nigerian government raised $300 million 

through diaspora bond (Kazeem, 2017). 

There is evidence of entrepreneurship and investment by the highly skilled. This 

is exemplified by America’s high-tech Silicon Valley. Saxenian’s (2002) survey 

indicated that seventy-three percent of entrepreneurs in Silicon Valley are likely to do 

business in their home country. Half of the foreign-born entrepreneurs in Silicon Valley 

have business relations in their countries of origin (Lowell and Gerova, 2004). 

Also, immigrants stimulate imports to their new country of residence by 

purchasing goods from their homeland. At the same time, they foster export opportunities 

to their homelands through the creation of export-businesses and/or by helping receiving-

country businesses identify and target exporting markets. (Lucas, 2004; Saxenian, 1999).  

The ability of developing states to activate and benefit from the diasporic 

economy and trade constitutes the new frontier in global competitiveness, innovation and 

entrepreneurship for this group of countries. Tapping into the diasporic economy has the 

potential to further diversify and reposition economies that have historically specialized 

in the export of low value added raw materials, commodities, manufacturing and services 

that have declining terms of trade and fetch low (and volatile) prices in global markets.  

Resource Impacts of Migration 

It has been argued that migration have a negative impact on the home country by 

causing brain drain (Kapur and McHale, 2002). Proponents of the brain drain argument 



 

 13 

claim that the relocation of human capital results in slower growth in the home country 

(Kapur, 2003; Lowell and Gerova, 2004). Perhaps one of the most disconcerting 

consequences of brain drain will be the ever-expanding technological gap between the 

developed and developing worlds, thereby making the richer countries increasingly 

independent from the poor nations and pushing the least-developed countries further into 

the periphery (Godfrey, 2009).  

Diasporas can influence their home country development through either human or 

financial capital contributions (International Organization for Migration, 2009). The 

human capital contributions of diasporas can help “bridge the gap between the 

developing and the developed worlds” (Lowell and Gerova, 2004).   

Diasporas become “reputation intermediaries” by representing their homeland 

abroad (Kapur and McHale, 2002; Riddle, 2008). Skilled emigrants often form 

knowledge networks (Kuznetsov, 2008; Meyer, 2007), through which they channel 

global resources toward their home country (Meyer, 2007). Diasporas can thus enact 

economic, political, and cultural changes back home (Patterson, 2006). Importantly, they 

can support home country modernization by providing consultancy and engaging in 

scientific cooperation and technology transfer between the developed and developing 

worlds (Dickson, 2003).  

Studies have shown that approximately 50 percent of emigrants eventually return 

home (McCormik and Wahba, 2000). Return migration can effectively “reverse the brain 

drain”. People who have been overseas for some time are presumed to have acquired 

knowledge, experience, and financial and social capital which can be utilized upon their 

return (McCormik and Wahba, 2000).  
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Also, their frequent return trips stimulate demand in the home country, which 

consequently improves the supply of goods and services and supports the 

telecommunications and transportation industries. This eventually encourages non-

natives to visit as well (Orozco, 2007). 

Effect of Social Factors 

Immigrants with a strong emotional tie to their country of origin stimulate 

“nostalgic trade” – the importation of ethnic foods and other effects into their country of 

residence – in order to maintain a cultural connection to their roots (Ionescu, 2006; 

Lowell and Gerova, 2004). Diasporas help organizations in country of origin 

internationalize their operations by providing market information and business contacts in 

their country of residence (Riddle, 2008).  

Immigrants take with them cultural values and norms inculcated in the homeland 

to the country-of residence. In some cases, diaspora subcultures may be distant from that 

of their homeland if (1) subcultural differences existed prior to the wave of emigration 

and (2) the push-pull factors of migration inspired only members from a particular 

subculture (or a limited number of subcultures) to emigrate (Sheffer, 2003).  

Diaspora subcultures that are initially similar to their homeland culture (separated 

acculturation status) can become more distant over time as diaspora exposure to the 

culture of the country-of-residence increases and integration or assimilation occurs 

(Berry, 1997). In countries-of-origin where assimilation is socially encouraged and 

feasible, cultural value changes may occur more readily than in contexts where it is 

discouraged or obfuscated (Portes/Rumbaut, 1990). Therefore, for several reasons, 

diaspora subcultures may be culturally distant from the national culture of their 
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homeland.  

Small levels of cultural distance between the diaspora and the homeland may 

drive individual-level ethnic advantage perceptions (Gillespie et al., 1999). This could 

result to group-level beliefs that diaspora members are better equipped than outsiders to 

navigate the homeland business environment and identify opportunities in homeland 

markets. Also, shared cultural similarity with the homeland may lead to diaspora 

community-level norms and values that promote the social desirability of homeland 

economic involvement (Nielsen & Riddle, 2007).  

On the other hand, large diaspora-homeland cultural distance may result to lower 

motivation to invest among the diaspora as a group due to feelings of alienation and less 

knowledge about market and operational realities in the homeland.  

Entrepreneurial diasporas often combine their skills and savings accumulated 

abroad with their cultural and language knowledge of the source country to start 

successful businesses back home (McCormik and Wahba, 2000; Riddle, 2008).  

Effects of Government Realities 

Many countries have several policies and programs aimed at their Diaspora. This 

range from active engagement to indifference, from mobilization to hostility. Their 

policies and practices reflect these diverse views. However, the trend is for home 

countries to court their nationals and the descendants of nationals who are living abroad 

(Newland & Patrick, 2004). Countries of origin that actively court their diasporas do so in 

a variety of different ways and with different priorities (Newland & Patrick, 2004). Such 

programs are oriented toward stimulating migrants abroad to spend remittances on job-

creating investments, or to counsel or train return migrants in ways that increase their 



 

 16 

contributions to their country of origin (Puri and Ritzema, 1999). The programs include 

reduced tariffs given to migrants abroad (or return migrants) on the importation of 

machinery and equipment to establish manufacturing enterprises. Others are: special duty 

and tax breaks on equipment and investments made in export processing zones or 

underdeveloped regions. Preferential access to capital goods and raw materials may be 

given to return migrants. 

The Diaspora and entrepreneurship in their Host Country.    

Entrepreneurial successes of the diaspora in their host country is not a new 

phenomenon. Examples abound e.g. the Jews in Europe, the Chinese in Australia and 

Malaysia etc. The explanation for immigrant entrepreneurship fall into three categories: 

immigrant's characteristics and their main predisposing factor to succeed in businesses 

(Portes and Zhou, 1999); community networks and ethnic resources to engage in 

entrepreneurial activities (Light and Gold, 2000; Portes and Manning, 1986); and the 

institutional and regulatory framework of the host country (Ward and Jenkins, 1984; 

Aldrich and Waldinger, 1990). 

Early research on immigrant entrepreneurship gave mono causal explanations, 

neglecting the importance of gathering either ethnic or family resources (Oliviera, 2007)  

Analysis based purely on cultural attributes proved to be dangerous and responsible for 

the stereotyping of certain immigrant groups (Chan and Cheung, 1985). The need to seek 

other explanatory variable is further confirmed by difference in the entrepreneurial rates 

of identical groups in diverse countries and cities.  

The emphasis on family and ethnic resources and the role of social networks were 

particularly present in the theories about ethnic enclaves (Wilson and Portes, 1980; Portes 
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and Manning, 1986).  Oliviera (2004) cited in Oliviera (2007) showed that immigrants 

embedded in their ethnic group can have a different economic integration not reproducing 

their group option in the host society. In these cases, entrepreneurial initiatives prove to 

be much more a result of human capital and individual characteristics than a product of 

ethnic resources. 

Kloosterman and Rath (2001) stressed the importance of the interactive relation 

between culture and the social embeddedness of immigrants within the co-ethnic group 

and the economic and institutional embeddedness in host context (Kloosterman et al., 

1999; Rath, 2002). They provide a wide ranging explanation for immigrants' 

entrepreneurship. They argue that immigrants' entrepreneurial strategies must also be 

explained with labor and entrepreneurial markets' policies, migrant laws, social benefits 

rights and the banking system. 

Chapter three builds on the general review provided in this chapter and describes 

the two studies in detail. Following a brief introduction of each study, research methods 

are described, including data collection and analysis.  
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CHAPTER THREE 

STUDY DESCRIPTION AND METHODS  

This chapter provides detailed descriptions of two studies that comprise the 

current research. Each study description includes an introduction to the specific problem 

or research area the study addresses, reviews additional background literature as 

necessary, and outlines the specific data and analysis.  

Combined, the two studies are on the diaspora and the economic development of 

their homeland. Study One was on the motivation for diasporic investment. It involved a 

survey on the factors that influence the decision of the diaspora to invest in their country 

of origin. Study Two also involved a survey, but this time to examine the perceived 

inhibitors to investing there.  

Understanding what motivates the diaspora to invest in their country of origin and 

the factors that are hindering them from doing so is key to the formulation of strategies 

and policies to harness this huge source of economic development. 

Study One; Why Does the Nigeria Diaspora Invest in Their Country of Origin? 

Research Motivation 

Diasporas are an important part of foreign investors in many developing 

countries. From the point of view of the homeland, emigrant groups are conceptualized as 

diasporas. Although information on diaspora contributions to FDI and enterprise creation 

is still limited, there are indications that such contributions are growing in size and in 

importance:  in 2002 about half of the US$ 48 billion FDI in China originated from the 

Chinese diaspora (IOM, MRS 14, 2003). In comparison, in 2002 only 10 per cent of 

India’s US$ 4.43 billion FDI was generated by Indian diasporas. Also, Indian diasporas 
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in the USA have played an instrumental role in building up India’s IT industry and 

creating a second ‘Silicon Valley’ there (Wolff et al., 2016).  

The World Bank estimates that Nigerians abroad sent back some $21 billion in 

remittances in 2015, the sixth in the world. (World Bank, 2017). This is approximately 

50% percent of the country’s earning from oil export which stood at $42.4 in 2015 (IMF, 

2017). Oil exportation is the main source of Nigeria’s revenue. Also, Nigeria has a highly 

educated diaspora population. In spite of these, FDI net inflow as a percentage of GDP is 

a paltry 1% (World Bank, 2017). This, coupled with a number of success stories suggest 

that it is not the quantity of remittance inflows, but the quality of engagement that 

matters. The case of India where remittances only make up 3.4% of the GDP, yet 

experiences a major economic boost through diaspora investments is a good example 

(World Bank, 2016). Hence the need for a structured approach to harnessing this huge 

potentials of the Nigeria diaspora. 

In order to enhance the quality of engagement, the researcher aimed to answer the 

research question:  

• What are the factors that motivate the Nigeria diaspora to invest in their country 

of origin?  

The next section looks at the previous work done in the area of understanding 

what drives diasporic investment in their country of origin. 
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Theoretical Framework 

Nielsen and Riddle (2007) contend that diaspora members’ motivation to invest 

can be explained by the expected financial, social, and emotional returns. Furthermore, 

they aver that these investment interest motivations are driven by key factors at the 

individual-level of analysis, including diaspora members’ (1) degree of social 

embeddedness, (2) intensity of community affect, and (3) their perceived level of ethnic 

advantage. To this end, the direct causality assumption of Nigerian born diaspora 

investment interest is examined with Nielsen & Riddle (2007) investment motivation 

framework. 

“Ethnic advantage,” a belief that diaspora members possess relative knowledge 

and social capital advantages compared to non-diaspora investors that impact their 

financial return expectations. Also, “social embeddedness”— the density and strength of 

a diaspora member’s social network ties within their local diaspora community and their 

homeland. Socially embedded individuals could be subjected to social pressure to invest 

in their country of origin as well as have easy access to mechanisms for giving and 

investing in the homeland. The intensity of a diaspora member’s “community affect,” or 

his/her emotional identificational attachment to the diaspora community in the country-

of-residence and the homeland, might impact their social and emotional return 

expectations. 

Financial Return Expectations  

According to Markowitz (1959), a key motivating factor for investors is the 

expectation to make money and improve the net worth of their portfolios. The 

maximization of financial returns, given an individual’s specific risk tolerance, often 
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governs investment decisions (Van de Laar/de Neubourg, 2006).  Hence the first 

hypothesis: 

Hypothesis 1: The investment interest of diaspora members in a business 

venture is positively related to the expected financial return 

Role of Ethnic Advantage Perceptions  

Immigrants take with them cultural values and norms inculcated in the homeland 

to their country-of residence. These values may or may not change over time depending 

on the degree of assimilation in their country of residence. Therefore, for several reasons, 

their subcultures may be culturally distant from the national culture of their homeland. 

Small levels of cultural distance between the diaspora and the homeland may 

drive individual-level ethnic advantage perceptions (Gillespie et al., 1999). This could 

result to group-level beliefs that diaspora members are better equipped than outsiders to 

navigate the homeland business environment and identify opportunities in homeland 

markets. Also, shared cultural similarity with the homeland may lead to diaspora 

community-level norms and values that promote the social desirability of homeland 

economic involvement (Nielsen & Riddle, 2007). On the other hand, large homeland 

cultural distance may result to lower motivation to invest among the diaspora as a group 

due to feelings of alienation and less knowledge about market and operational realities in 

the homeland.  

Research on individual investors suggests that local bias may be driven by simple 

familiarity and better information. As Leblang (2010) puts it: familiarity breeds 

investment. Therefore, diaspora members may be driven to invest in their homelands 

because of “homeland bias”. Knowledge about the homeland business dynamics, 
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previous business experience in the homeland, and/or local contacts may enhance the 

diaspora member’s confidence in the success of the homeland investment venture 

(Nielsen & Riddle, 2007).  

Gillespie et al. (1999) found individual perceptions of ethnic advantage to be 

positively related to investment interest. This, according to him is attributable to diaspora 

members’ beliefs that they are prone to less risk, understand consumer preferences more 

effectively, and possess a better grasp of the business environment as compared to others 

because of their relative knowledge and social capital advantages in the homeland.  

Diaspora members who perceive an ethnic advantage are more likely to believe 

they can invest profitably in the homeland (Nielsen & Riddle, 2007). These conclusions 

lead to the hypothesis 1a:  

Hypothesis 1a: Perceived ethnic advantage positively influence the 

financial expectation for diaspora members to invest in the 

homeland. 

Although expected financial returns is a powerful motivator, it does not adequately 

capture the full spectrum of factors that might motivate a diaspora member to invest in 

his or her homeland. Other factors that could influence diaspora investment in the 

homeland are non financial:  social and emotional return expectations. 	

Social Return Expectation 

By nature, people are social and need to interact with others and join groups and 

organizations to satisfy these core needs. This need to belong as a fundamental 

component of human motivation has been supported via demonstrated links to cognitive 

processes, emotional patterns, behavioral responses, and well-being (Baumeister and 
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Leary, 1995). 

Aharoni (1966) posits that diaspora members may believe that engaging in 

homeland investment activities might increase the degree of social recognition they 

receive within their diaspora and homeland communities and increase their feelings of 

group belongingness. Therefore, the desire for social recognition may drive the intention 

to invest in the homeland.  

 “Homeland duty” is another important driver of investment included in the 

category of social returns. Diaspora members often feel a strong socialized sense of 

“duty” to invest in the homeland. Homeland obligations are socially constructed; diaspora 

members are socialized by family and peers to assist the homeland, which can translate 

into a moral obligation to invest back (Nielsen & Riddle, 2007). The importance of social 

returns expectation leads to the following proposition: 

Hypothesis 2: The investment interest of diaspora members in a business 

venture is positively related to the expected social returns. 

Role of Social Embeddedness  

According to Petrzelka & Bell (2000), an individual’s social embeddedness is the 

density and strength of the diaspora member’s social network within the local diaspora 

community and their community of origin or the number and strength of his/her social 

relationship and his/her sentimental ties of affection and commitment to others.  

The degree of a diaspora member’s embeddedness within the diaspora community 

and in the homeland may affect his/her expectations of the impact of his investment on 

his social standing in both social contexts. A well embedded member of the diaspora 

community will be subjected to social pressure to invest in the homeland. Also, the more 
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accessible will be platforms for giving and investing in the homeland. The larger the 

network of diaspora member within the country of residence and the diaspora, the more 

likely the member’s investment actions will be recognized by his/her peers.  

Hypothesis 2a: The degree to which diaspora members are socially 

embedded in the diaspora community of the country of 

residence positively moderates the relationship between 

the expected social returns and the investment interest.  

Hypothesis 2b: The degree to which diaspora members are socially 

embedded in their homeland positively moderates the 

relationship between the expected social returns and the 

investment interest.  

The third motivation for investment is: expected emotional returns associated with 

investment activity.  

Emotional Return Expectation 

Traditionally, international finance literature assumes that investment decisions 

are predicated merely on financial return expectations. However, recent studies suggest 

that investment motivation is far more complex (Van de Laar/de Neubourg 2006). Van de 

Laar and de Neubourg (2006) are of the view that, because emotions are largely absent in 

economic models (of investment), many theories fail to explain the actual decisions.  

Zivin and Small (2005) posit that profit maximization is not the foremost concern 

of some investors whose psychological altruistic feelings or personal moral convictions 

drive to invest in socially responsible companies.  

Aharoni (1966) in his study of Jewish investment in Israel posited that the Jewish 

diaspora investment process is significantly influenced by strong psychological ties that 
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they maintain with their homeland and not simply by profit opportunity.  

Emotional feelings of altruism influence diaspora member’s investment decision 

making (Gillespie et al., 1999 and Aharoni, 1966). Some diaspora members may be 

motivated by the expectation of significant personal emotional satisfaction when 

considering investment. According to Coates (1998), pure altruism may not exist because 

every decision creates some kind of return for the decision maker. Although altruism may 

exist in diasporas, they may be motivated to invest in their homeland by the expectation 

of some level of emotional satisfaction. This phenomenon may drive some members of 

the diaspora to invest in the homeland. Therefore, we expect: 

Hypothesis 3: The investment interest of diaspora members in a business 

venture is positively related to the expected emotional 

return. 

Homeland social embeddedness may intensify the psychological involvement of 

diaspora member’s in the social, economic, and political development of the homeland. 

Also, they will participate in an activity considered valuable by the diaspora community 

if they are socially embedded in their community of residence. Given the relationship 

between emotional returns and the two dimensions of social embeddedness, we expect: 

Hypothesis 3a: The degree of social embeddedness of members of the 

diaspora in the diaspora community of the country of 

residence positively moderates the relationship between 

expected emotional returns and the investment interest.  

Hypothesis 3b: The degree of social embeddedness of members of 

the diaspora in the homeland positively moderates 

the relationship between expected emotional 

returns and the investment interest.  
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Table 1 is a listing of the hypotheses. 

Table 1: Summary of Hypotheses 

Hypothesis 
Number 

Hypothesis 

H1 The investment interest of diaspora members in a business venture is 

positively related to the expected financial return. 

H1a Perceived ethnic advantage positively influence the financial expectation 

for diaspora members to invest in the homeland 

H2 The investment interest of diaspora members in a business venture is 

positively related to the expected social returns. 

H2a The degree to which diaspora members are socially embedded in the 

diaspora community of the country of residence positively moderates the 

relationship between the expected social returns and the investment 

interest.  

H2b The degree to which diaspora members are socially embedded in their 

homeland positively moderates the relationship between the expected 

social returns and the investment interest.  

H3 The investment interest of diaspora members in a business venture is 

positively related to the expected emotional return. 

H3a The degree of social embeddedness of members of the diaspora in the 

diaspora community of the country of residence positively moderates the 

relationship between expected emotional returns and the investment 

interest 

H3b The degree of social embeddedness of members of the diaspora in the 

homeland positively moderates the relationship between expected 

emotional returns and the investment interest.  
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Conceptual Model 

Figure 2 shows the resultant conceptual model:     

 
Figure 2: Conceptual Model – Why the diaspora invest in their country of origin 

Research Method 

Sampling procedure  

Convenience sampling, a non probabilistic sampling technique was used. The 

samples were solicited from 42 people made up of friends, relations and members of the 

Nigerians in Diaspora Organization (NIDO) resident in the United States, United 

Kingdom and Canada. Amazon Mechanical Turk and Facebook advertisements were also 

used to disseminate the survey to the sample frame. 

In the e-mail welcoming and thanking participants for participating in the survey, 

there was a hyperlink to the online Qualtrics survey web page. The questions were 
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fashioned in a way to protect the privacy of the participants. It was explained that the 

survey is to understand what motivates diaspora members to invest in their country of 

origin or why investment intensity varies among diaspora communities, and that 

increasing our understanding of the dynamics leading to investment will enable 

governments and businesses to develop strategies that will promote and support 

entrepreneurship among members of the diaspora.   

Recipients of the survey were encouraged to forward the questionnaire to other 

people who meet the required profile. Of the 42 participants originally solicited, 58 

responses were received due to the snow-balling effect. Fifty-five (55) of these were 

usable. The questionnaire items were arranged so that the dependent variables followed 

rather than preceded the independent variables.  

Operationalization of constructs  

To ensure content validity of the scales, previously tested questions were used, 

some modified to measure the model constructs. Table 2 summarizes the definition of the 

constructs and their sources. The questionnaire was peer reviewed at one of the Temple 

University DBA residencies. Based on the collected comments, several minor 

modifications to the wording and sequence were made. The questionnaire was made up 

of a combination of category, ordinal and continuous questions.  
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Table 2: Formal definition of constructs 

Construct (abbreviation) Definition Authors 

Ethnic advantage Diaspora members’ beliefs that they are prone 

to less risk, understand consumer preferences 

more effectively, and possess a better grasp of 

the business environment as compared to others 

because of their relative knowledge and social 

capital advantages in the homeland.  

 

Gillespie et al. 

(1999) 

Social Embeddedness The number and strength of his/her social 

relationship ties and his/her “sentimental ties of 

affection and commitment to others”. 

Petrzelka & 

Bell (2000) 

Social returns Social recognition and the feeling of group 

belongingness. 

Aharaoni 

(1966); 

Nielsen & 

Riddle (2007) 

Emotional returns Psychological altruistic feeling or personal 

moral conviction 

Mowen/Sujan, 

(2005) 

 

 Table 3 and 4 show the codes for the independent variables and the moderators 

and the survey items used to measure them. A 7-point Likert scale was used. The scale 

used is: 1 = Strongly disagree; 2= Disagree; 3 = Somewhat disagree; 4 = Neither agree or 

disagree; 5 = somewhat agree; 6 = Agree and 7 = Strongly agree. 

The questionnaire used for this study was written in English (Appendix B). The 

questions for measuring financial returns, social returns and emotional returns were 

adopted from a market research conducted by United States Agency for International 

Development (USAID, 2014). They were modified to fit the context of the motivations 
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for investing by diaspora. The items for measuring ethnic advantage and social 

embeddedness were based on the definitions of Nielsen and Riddle (2007). 

Table 3: Operationalization of independent variables 

Construct Code Survey Item 

 FinRew_2 I invest in Nigeria to improve the value of my 

investment portfolio 

FinRew_3 Personal financial independence is a very 

important goal when I invest in Nigeria 

Social reward expectation SocRew_1 I invest in Nigeria to make social impact.  

SocRew_2 I feel disgraced if I do not invest in Nigeria 

Emotional reward expectation EmoRew_1 I feel it is my personal duty to invest in 

Nigeria. 

EmoRew_2 I feel a sense of personal accomplishment 

when I invest in Nigeria. 

EmoRew_3 I would take great pride in making investments 

in Nigeria. 

 

Table 4: Operationalization of Moderator Variable  

Construct Code Survey Item Authors 

Ethnic 

advantage 

EAD_1 I believe I have competitive 

advantage in doing business in 

the homeland because I share the 

same ethnic background as the 

people there. 

Gillespie, Riddle, Sayre & 

Sturges (1999). 

EAD_2 I believe that doing business in 

the homeland is less risky for me 

because I share the same ethnic 

Gillespie, Riddle, Sayre & 

Sturges (1999). 
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background as the people in the 

homeland. 

EAD_3 I understand the consumer 

preferences in the homeland 

better than the average non 

diaspora investor because I share 

the same ethnic background as 

the people in the homeland. 

Gillespie, Riddle, Sayre & 

Sturges (1999). 

EAD_4 I believe I understand how to do 

business better than the average 

non diaspora investor. 

Gillespie, Riddle, Sayre & 

Sturges (1999). 

Social 

embeddedness 

SEM_1 Has your organization carried 

out any activity in Nigeria in the 

last 2 years 

 

SEM_2 Has your organization carried 

out any activity in your country 

of residence in the last 2 years? 

 

SEM_3 Do you take part in social, 

cultural and political activities in 

your country of residence? 

 

 

Study Two: Perceived Inhibitors of Diasporic Investment in The Homeland: The 

Nigeria Case 

Theoretical Framework 

Diaspora communities are heterogeneous. They reproduce the divisions of class, 

ethnicity, religion, political affiliation, language and region that are found in their 

countries of origin.  They have variation in historical experience, relations with 

authorities in the home country, levels of prosperity and education, religious background 
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and ethnicity both within and among diaspora communities. Such differences within and 

among diaspora groups will influence the nature and scale of their capacity (and 

willingness) to act as agents of investments. The experience of living outside the 

homeland may exacerbate the differences within a group, or forge new common identities 

among disparate members. No matter how heterogeneous or homogeneous, diaspora 

communities do form a living link between their countries of origin and their countries of 

residence (Newland & Patrick, 2004). However, governments seem to have the view that 

they have single, undifferentiated diasporas with which they can partner. The 

heterogeneity and social divisions that exist within diaspora groups are important to 

acknowledge and assess (Elo & Riddle, 2016). Through country-specific understanding 

of the diasporas and the dynamics of their interaction with their homeland, investments 

can be realized and magnified.  

The diaspora is a major source of foreign direct investment (FDI), market 

development (including outsourcing of production), technology transfer, philanthropy, 

tourism and political contributions. The dearth of data as well as the poor quality of 

information about diaspora influences in these dimensions pose a serious challenge to 

policy development.   

The fact that the Nigeria diaspora have not made the desired impact on the 

Nigerian economy in spite of their number and successes gives cause for concern. It 

underscores the belief that there exists fundamental issues or problems, which confront 

the diaspora investor but which hitherto have either not been addressed at all or have not 

been wholesomely tackled.  As a result of the dearth of research in this area at the 

individual level, this study examines the  inhibitors to diasporic investment at the 
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individual level using the organizational level theoretical framework. 

Poor Physical Infrastructure as Inhibitor to Investing 

According to Musila and Sigue (2006) and Dupasquier and Osakwe (2006) FDI in Africa 

is dependent on the development of infrastructure. Other studies on developing countries 

(Mengistu and Adams, 2007; Cotton and Ramachandran, 2001); emerging economies 

(Zhang, 2001); Western Balkan Countries (Kersan-Skabic and Orlic, 2007) and Southeast 

European Countries (Botric and Sˇkuflic, 2006) show the significant role of infrastructure 

development in attracting the inflow of FDI. However, the results of a study on US FDI 

flow to Africa by Nnadozie and Osili (2004) found less robust evidence on the role of 

infrastructure on foreign direct investment. Consequently, we have: 

H1:  Poor physical infrastructure in the country of origin is negatively 

associated with investing in the country of origin. 

Weak Financial System as Inhibitor to Investing 

One critical success factor for investors is gaining sufficient access to external 

sources of finance (Le, Venkatesh & Nguyen, 2006).  According to Abor and Quartey 

(2010) SMEs are of great socio-economic significance. However, their long-term growth 

and competitiveness has been compromised by the chronic and often acute constraints on 

their access to formal-sector finance, among other systemic and institutional problems in 

developing countries. For most investors, the absence of formal institutions and 

underdeveloped financial markets create substantial impediments to business activity. 

Lack of easy access to funding/credits, which is attributable to the reluctance of banks to 

extend credit to investors due to, among others, lack of appropriate and adequate 
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collateral, high cost of administration and management of small loans as well as high 

interest rates hinders investing.  

In 2004, the Association of Nigerian Development Finance Institutions (ANDFI) 

in explaining why Small and Medium Enterprises (SMEs) perform poorly in Nigeria 

wrote: Finance is usually considered as the major constraints of SMEs. While this may be 

true, empirical evidences have shown that finance contributes only about 25 percent to 

the success of SMEs. Thus, the creation of other appropriate support system and enabling 

environment are indispensable for the success of SMEs in Nigeria (cited in Onugu, 

2005). Therefore, for investments to survive they should have access to credits and 

funding. Therefore, we have: 

H2: Weak	financial	systems	in	the	country	of	origin	is	negatively	

associated	with	investing	in	the	country	of	origin. 

Weak Government Support as inhibitor to Investing 

Various types of government policies can directly and indirectly affect foreign 

direct investment (FDI) through their effects on market imperfections (Brewer, 1993). A 

review of the literature shows that same government policy can increase and/or decrease 

market imperfections and thereby increase and/or decrease FDI inflows (Banga, 2003). 

Hence, empirical evidence on the impact of selective government policies on FDI inflows 

is inconclusive (Grubert & Mutti, 1991; Loree & Guisinger, 1995; Taylor, 2000; and 

Kumar, 2002) 

UNCTAD (1996) reports that incentives can have an effect on attracting FDI only 

at the margin, especially when one considers the type of incentive and the type of project. 

Several studies find that fiscal incentives do affect location decisions, especially for 
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export oriented FDI, although other incentives seem to play a secondary role (Devereux 

and Griffith 1998).  

Contractor (1991) finds that policy changes have a weak influence on FDI 

inflows. Caves (1996) and Villela and Barreix (2002) conclude that incentives are 

generally ineffective once the role of fundamental determinants of FDI is taken into 

account. This view is also supported by Hoekman and Saggi (2000) who conclude that 

although useful for attracting certain types of FDI, incentives do not seem to work when 

applied at an economy wide level. 

Many developed and developing countries have introduced FDI policies 

associated with national trade and development objectives that provide various benefits to 

firms that comply with these policies (Aharoni & Ramamurti, 2008; Kumar, 2007; 

Shapiro & Globerman, 2003).  More importantly, the home government’s policy 

requirements and preferences can also affect investor’s capabilities to take risk in the 

context of uncertainty and information asymmetries concerning foreign markets. Luo et 

al. (2010) indicate that companies complying with requirements have preferential 

treatment concerning funding, tax collection, foreign exchange, customs and others  

Some of the strategies adopted to encourage the diaspora to invest in their 

homeland include: clarity on who in government has the authority to approve or facilitate 

foreign investment, communication of specific investment opportunity to the diaspora, 

provision of specific economic incentive to the diaspora etc. Consequently, we have: 

H3 : Weak government support for diasporic investment in the country of 

origin is negatively associated with investing in the country of origin 
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Political Instability and Risk as Inhibitor to Investing 

Investment including FDI, is a forward-looking activity based on investors' 

expectations regarding future returns and the confidence that they can place on these 

returns. Thus, by its very nature, the FDI decision requires some assessment of the 

political future of the host country (Brada, et al., 2006)  

Economies have been plagued by uncertainty about the evolution of democracy, 

the stability and effectiveness of governments, the danger of social unrest, potential 

warfare whether interstate, intrastate or inter-ethnic as well as foreign economic and 

military interventions. Studies have been conducted to capture the effect of such 

uncertainty on FDI inflows. The empirical relationship between political instability and 

FDI inflows is unclear. Jaspersen et al. (2000) and Hausmann and Fernandez-Arias 

(2000) find no relationship between FDI inflows and political risk while Schneider and 

Frey (1985) find an inverse relationship between the two variables. Using data on US 

FDI for two time periods, Loree and Guisinger (1995) found that political risk had a 

negative impact on FDI in 1982 but no effect in 1977. 

Alesina and Perotti (1996) found that an increase in the intensity of political 

instability decreases investment, hence slowing down economic growth. Using a political 

instability index based on political assassinations, revolutions and successful coups, 

Campos and Nugent (2002, 2003) investigated the causal link between the index and 

growth and investment, respectively, using pooled panel data. Their results provide only 

weak evidence for the negative link running from political instability to per capita GDP 

but stronger causality from political instability to investment. Fielding (2003) showed 
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that political instability during the Intifada had a significant effect on Israeli investment. 

These lead to the next hypotheses: 

H4: Political instability and risk in the country of origin in negatively 

associated with investing there. 

Other growth constraining conditions included: corrupt political system, unethical 

practices, internal strife, problems with labor and labor laws, unclear who in government 

facilitate or approve investments and weak legal system (Tendler and Amorim 1996). 

These hypotheses are listed in table 5.  

The resultant conceptual model is as shown below: 

Conceptual Model 

 
Figure 3: Conceptual model – Perceived inhibitors to diasporic investment 
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Table 5: Summary of Hypothesis 

Hypothesis 

Number 

Hypothesis 

H1 Poor physical infrastructure in the country of origin is negatively 

associated with investing in the country of origin. 

H2 Weak	financial	systems	in	the	country	of	origin	is	negatively	

associated	with	investing	in	the	country	of	origin.	

H3 Weak government support for diasporic investment in the country of 

origin is negatively associated with investing in the country of origin. 

H4 Political instability and risk in the country of origin in negatively 

associated with investing there. 

 

The following research methodology explains how the hypothesis are tested. It 

details the sampling procedure, the structure of the questionnaire and a summary of the 

findings. 

Research Method 

Research Design 

According to Bryman and Bell (2007), the different types of research designs are: 

Experimental Design; Cross-sectional design; Longitudinal design; Case study design; 

Comparative design. This research adopts the case study methodology by focusing on the 

the Nigeria case of the factors that discourage the diaspora from contributing to the 

economic development of their country of origin. 
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Sampling procedure  

The same sampling procedure as in Study One was used. However, this time the 

samples were solicited from 52 people made up of friends, relations and members of the 

Nigerians in Diaspora Organization (NIDO) resident in the United States, United 

Kingdom and Canada. With their help in identifying additional respondents, a total of 72 

responses were ultimately received of which 68 were usable.  

Questionnaires 

A carefully crafted but wide-ranging questionnaire aimed at eliciting the right 

responses from the participants in terms of objectivity, frankness and originality on key 

issues was constructed (Appendix B). The survey instrument written in English was 

developed based on previous work on the influence of the diasporas on the economic 

development of their homeland. It also took into consideration factors inhibiting 

investments. 

Structure of the questionnaire  

The questionnaire is made up of 12 multiple choice questions. These questions are 

divided into six sections each with its own focus. All the questions aim to identify the 

degree of influence each has in the decision making of the diaspora to invest in the 

homeland. 

The questionnaire focuses on obtaining a picture that differentiates the inhibiting 

factors. The aim is for the respondent to express a perception on the degree of influence 

of these inhibiting factors on diasporic investment decisions. This discrimination in the 

questionnaire not only enables more detailed empirical analysis of the data set, but it is 

indispensable for deriving any reasonably focused conclusions on how to create an 
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enabling environment for diasporic investment.  

The questions can be grouped into the following six sections:  

Weak Financial System 

All businesses require working capital to operate, to grow and to compete 

successfully in the marketplace. It is well established that one of the most effective means 

of providing working capital to commercial enterprises is through secured credit. The 

survey seeks to establish the influence this has in the decision of the diaspora to invest in 

the homeland. 

Predictability of laws and policies.  

The questions seek to evaluate the uncertainties created by the lawmaking 

process. The respondent is to evaluate whether fear for constant surprises in legislation 

and policy inconsistencies are major considerations. 

Political instability and security of property.  

Growing levels of conflict, terrorism, and the toppling of regimes as well as 

political violence, are driving a rise in political instability worldwide. The uncertainty 

associated with an unstable political environment may reduce investment and the pace of 

economic development.  Risk associated with political instability include governments 

asserting control over natural resources and the expropriation of foreign investors' assets. 

The questions seek to establish if respondents have confidence in the ability of the 

political system to secure their property. 

Government-business interface.  

The quality of government action in different areas to encourage investment is the 
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main thrust. The perception of government by the respondent either as a "helping hand" 

or an "opponent" is assessed. Clarity on who in government has the authority to approve 

or facilitate foreign investment could be a catalyst to diasporic investment. 

Law enforcement and bureaucratic red tape.  

These questions focus on the degree of corruption and whether corruption is a 

predictable transaction cost or a source of uncertainty. It also investigates the influence of 

cumbersome bureaucracies in the decision of the diaspora to invest in the homeland. 

Unwieldy public sector bureaucracy sometimes discourages diasporic investors from 

investing in the homeland. 

The efficiency of government in providing services.  

These questions concentrate on whether and how efficiently the government 

delivers some basic infrastructure e.g. electricity, health care, telephones, or roads. 

Inefficient physical infrastructure could result to high transaction cost for businesses. 

These six grouping are further mapped into four research questions as shown in 

table 7. 

Operationalization of constructs  

To ensure content validity of the scales, some previously tested questions were 

modified to measure some of the constructs. The other measures were developed for the 

study. Table 6 summarizes the definitions of the constructs and their sources. The 

questionnaire was peer reviewed at one of the Temple University DBA residencies. 

Based on the collected comments, several minor modifications to the wording and 

sequence were made.  
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Table 6: Formal definition of constructs 

Construct (abbreviation) Definition Authors 

Infrastructure The physical components of interrelated 

systems providing commodities and services 

essential to enable, sustain, or enhance 

societal living conditions.  

It typically characterizes technical structures 

such as roads, bridges, tunnels, water 

supply,  electrical grid, 

telecommunications(including Internet 

connectivity and broadband speeds) etc. 

O'Sullivan & 

Sheffrin, 

(2003); 

Fulmer, 

(2009). 

Financial system System that allows the exchange of funds 

between lenders, investors, and borrowers. 

They consist of complex, closely related 

services, markets, and institutions intended to 

provide an efficient and regular linkage 

between investors and depositors. 

Gurusamy, 

(2008) 

Government support Provision of investment information, 

various counseling, training programs and 

resources for members of the diaspora.  

 

Political stability and risk. Coterminous with political order and depends 

on the relationship between the level of political 

participation and the level of political 

institutionalization, which can be measured in 

terms of system maintenance, civil order, 

legitimacy, and governmental effectiveness. 
If well institutionalized, political parties can 

serve as a set of mediating institutions through 

which differences in ideas, interests, and 

perceptions of political problems at a given 

Samuel (1968); 

Olagunju 

(2000) 
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time can be managed.

 

When the reverse is the 

case, the democracy project and the general 

system stand the risks of perversion and/or 

outright erosion or collapse.  
 

Table 7 shows the measures for the constructs. The questions for measuring poor 

infrastructure, weak financial systems, weak government support and political instability 

and risk were adopted from a policy research working paper conducted for the World 

Bank (Brunetti et al., 1997). A seven point Likert scale was used. The scale used is: 1 = 

Strongly disagree; 2= Disagree; 3 = Somewhat disagree; 4 = Neither agree or disagree; 5 

= somewhat agree; 6 = Agree and 7 = Strongly agree. For constructs with multiple 

measures, an average of the measures is used. 

Table 7: Operationalization of independent variables 

Construct Code Survey Item 

Poor physical infrastructure Poinfra Poor physical infrastructure 

Weak financial system Wefin Weak financial system 

Weak government support Wegovsup_1 Unclear who in government approve or 

facilitate foreign investment 

Wegovsup_2 Lack of support by the country of residence 

for investment in Nigeria 

Political instability & risk. Polinst&risk_1 Internal strife 

Polinst&risk_2 Weak legal system 

Polinst&risk_3 Absence of pro-business government 

Polinst&risk_4 Few economic incentives provided by 

Nigeria government 

Polinst&risk_5 Government Corruption 

Polinst&ris_6 Cumbersome government bureaucracy 
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CHAPTER FOUR 

RESULTS AND FINDINGS 

This chapter provides a summary of the results and findings from the two studies 

comprising the current dissertation. Study One focuses on why the diaspora would want 

to invest in their country of origin. Study Two on the other hand, was a quantitative 

examination of the things that discourage the diaspora from investing in their homeland. 

Collectively, these two studies examined why the diaspora invest in their country of 

origin, and what factors inhibit investing.  

Study One Results 

The individual hypothesis was empirically tested. The analysis was made up of 

two stages: (1) assessment of the measurement model for item reliability, convergent 

validity, and discriminant validity, and (2) assessment of the model.  

Demography of the Respondents 

Table 8 lists the demographic information of the sample frame on gender, 

educational level, marital status, country of residence, and annual financial returns. Most 

of the participants (76%) were males. This is because males are more adventurous than 

their female counterparts. Most Nigerian immigrants leave their country at a young age in 

search of better opportunities. Some of these immigrants eventually go back home to take 

a wife while others marry non Nigerian wives. The study showed that 60% of the 

respondent have non Nigerian spouse. 
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Table 8: Demographic information 

Demographic Variables Sample Composition (N = 55) 

Gender 

     Male  

     Female  

 

42 (76.4%) 

12 (21.8%) 

Nationality of Spouse 

Nigerian 

Non Nigerian 

 

18 (32.7%) 

33(60%) 

Age 

15 – 20 years 

21–30 years  

31–40 years  

41–50 years  

51 years or above  

 

6 (10.9%) 

9 (16.4%) 

11 (20 %) 

6 (10.9%) 

18 (32.7%) 

Marital Status 

Single 

Married 

 

24 (43.6%) 

30 (54.5%) 

Country of residence 

Canada 

United Kingdom    

United States of America 

 

3 (5.5%) 

34 (61.8%) 

16 (29.1%) 

Education 

High school diploma 

Technical/Trade school diploma 

Associate degree 

 

9 (16.4%) 

5 (9.1%) 

3 (5.5%) 
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Bachelor 

Master 

Doctoral 

15 (27.3%) 

19 (34.5%) 

3 (5.5%) 

Annual Family Income 

Less than $50,000 

$50,000 - $99,999 

$100,000 - $149,999 

$150,000 - $199,999 

 

19 (34.5%) 

11 (20.0%) 

4 (7.3%) 

8 (14.5%) 

$200,000 - $249,999 

$250,000 - $499,999 

$1 million or more 

4 (7.3%) 

7 (12.7%) 

1 (1.8%) 

 

Investment Pattern 

Figure 4 shows the investment pattern of the diaspora. 48.5% of the sample frame 

remit money to family member, 18.5% engage in charitable organizations, 10.6 % in the 

development of entrepreneurial skills and 9.4% in social remittances. 

 
Figure 4: Investment pattern of the Nigeria diaspora 
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Empirical Analysis 

Reliability & Validity Assessment  

A. Independent Variables 

The internal consistency of each dimension was assessed by computing the Cronbach’s 

alpha. The Cronbach values for the antecedents: financial returns, social returns and 

emotional returns are above 0.7 with values of 0.883 and 0.863 and 0.794 respectively. 

These meet the Nunnally’s criterion of 0.70 (Lin & Haung, 2008), thereby confirming the 

internal consistency of the measures for the variables. 

Convergent and Discriminant validity is analyzed using correlation matrix approach. 

The Kaiser-Meyer-Olkin measure of sampling adequacy (KMO) is 0.732 which is greater 

than 0.5. There is high inter item correlation, the minimum correlation within the 

measures for financial reward is 0.653. It is 0.707 for emotional reward and 0.360 for 

social reward. These relationships are statistically significant at at least the 0.01 level. 

(see table 9). Hence the convergence of the measures for the individual constructs is 

confirmed. Table 10 also shows that the different measures load distinctly in the pattern 

matrix. The average loading for each of the construct is greater than 0.7, confirming 

convergent validity.  

Discriminant validity verifies whether each construct is unique. Table 9 shows the 

diagonal elements representing the square root of the variance shared between the 

constructs and their measures; the off-diagonal elements are the correlations among the 

constructs. All diagonal elements are greater than their corresponding off-diagonal 

elements. In other words, the variance extracted for the different constructs is greater than 
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the correlation squared for the constructs thereby confirming discriminant validity. Also, 

the minimum correlation between the measures of a construct is greater than the 

correlation with the measures of the other construct further confirming discriminant 

validity. 

Table 9: Discriminant Validity & Correlation for the Independent Variables 

 Construct 

Construct 1 2 3 4 5 6 7 8 

FinRew_1 (1) 1.000        

FinRew_2 (2) 0.683 1.000       

FinRew_3 (3) 0.653 0.820 1.000      

EmoRew_1 (4) 0.071 0.297 0.269 1.000     

EmoRew_2 (5) 0.234 0.384 0.404 0.851 1.000    

EmoRew_3 (6) 0.196 0.356 0.301 0.707 0.727 1.000   

SocRew_1 (7) 0.068 0.137 0.024 0.047 0.104 0.056 1,000  

SocRew_2 (8) 0.132 0.156 0.131 0.015 0,164 0.136 0.360 1.000 

 

Table 10: Convergent Validity of the Independent Variables 

Construct 
Component 

1 2 3 

FinRew_1 -0.148 0.916 0.007 

FinRew_2 0.086 0.887 0.039 
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FinRew_3 0.071 0.899 -0.057 

EmoRew_1 0.975 -0.093 -0.066 

EmoRew_2 0.909 0.065 0.052 

EmoRew_3 0.865 0.023 0.021 

SocRew_1 -.003 -0.056 0.839 

SocRew_2 0.003 0.046 0.812 

 

B. Moderators 

For the moderators, ethnic advantage has Cronbach values of 0.829. However, social 

embeddedness has a value of 0.559 which is below the Nunnally’s criterion of 0.70. The 

Kaiser-Meyer-Olkin measure of sampling adequacy (KMO) is 0.739 which is greater 

than 0.5. The minimum correlation within the measures for social embeddedness (SEM) 

is 0.360. It is 0.272 for ethnic advantage (see table 11). These relationships are 

statistically significant at at least the 0.01 level. Hence the convergence of the measures 

for the individual constructs is confirmed. Also, the pattern matrix shows that the 

different measures load distinctly (table 12). The average loading for ethnic advantage is 

greater than 0.7, while that of social embeddedness is 0.5 confirming convergent validity. 

Table 11: Discriminant Validity & Correlation for the Moderators 

 Construct 

Construct SEM_1 SEM_2 SEM_3 EAD_1 EAD_2 EAD_3 EAD_4 

SEM_1 1.000       

SEM_2 0.447 1.000      
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SEM_3 0.360 0.528 1.000     

EAD_1 -0.094 -0.280 -0.386 1.000    

EAD_2 -0.376 -0.483 -0.529 0.442 1.000   

EAD_3 -0..028 -0.118 -0.363 0.596 0.272 1.000  

EAD_4 -0.138 -0.243 -0.301 0.542 0.515 0.638 1.000 

 

In table 11, all diagonal elements are greater than their corresponding off-diagonal 

elements and thus the respective constructs exhibit acceptable discriminant validity. The 

items demonstrate discriminant and convergent validity at the 0.01 and 0.05 level of 

statistical significance. Also, the minimum correlation between the measures of a 

construct is greater than the correlation with the measures of the other construct further 

confirming discriminant validity. 

Table 12: Convergent Validity of the Moderators 

Construct 
Component 

1 2 

SEM_1 -0.457 0.639 

SEM_2 -0.635 0.524 

SEM_3 -0.734 0.266 

EAD_1 0.727 0.390 

EAD_2 0.776 -0.194 

EAD_3 0.653 0.586 

EAD_4 0.734 0.414 
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Assessment of the model  

The model is represented by: Investment = β0 + β1 (expected financial reward) 

+ β2 (expected social reward)  + β3 (expected emotional reward) + ε. 

In order to estimate the impacts of the variable of interest, other potentially 

important influences on investment interest are held constant. A random sample is 

assumed hence β = 0 for the other potentially important influences. 

A linear regression analysis was used to determine the relationship between 

investment and expected financial reward, expected social reward and expected 

emotional reward as predictors. The impact of ethnic advantage and social embeddedness 

as moderators was also assessed. The significance of each hypothesized association in the 

research model and the variance explained (R2) by each association was examined. 

Expected Financial Reward 

The relationship between diaspora investment and the predictor, expected 

financial reward has Adjusted R2 = -0.006; F value = 0.667; & β = 0.112. This 

relationship is statistically insignificant with a p value of 0.418 (table 13). Therefore, 

hypothesis 1 is not supported. 

Table 13: Relationship between the respective independent variables and investment 

Independent Variable Adjusted R 
squared 

F β p-value 

Expected financial reward -0.006 0.667 0.112 0.418 

Expected social reward 0.066 4.845 0.289 0.032 

Expected emotional reward 0.155 10.700 0.413 0.002 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
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With the moderating effect of ethnic advantage, the adjusted R2 increased from -

0.006 to 0.034. The β value dropped to 0.098 from 0.112 (table 14).  Though ethnic 

advantage negatively moderates the motivation to invest for financial reward, the 

relationship is statistically insignificant with p-value = 0.482 hence hypothesis 1a is not 

supported. 

Table 14: Effect of Ethnic Advantage on investing for financial reward 

Moderator: Ethnic Advantage 

Independent Variable Adjusted 
R squared 

F β p-value 

Expected financial reward 0.034 1.929 0.098 0.482 

Expected financial rewardxEthnic advantage 0.034 1.929 -0.225 0.112 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
 

 

Expected Social Reward 

The adjusted R2 for the relationship between investment and expected social 

reward was 0.066 and F value = 4.845.  Diasporic investment is positively related to 

expected social reward with β = 0.289. This is statistically significant at the 0.05 level 

with a p-value of 0.032 (table 13). Therefore, diasporic investment is positively related to 

the expected social return hence hypothesis 2 is supported. 

With the moderating effect of social embeddedness in their country of residence, 

adjusted R2 = 0.067. The relationship between expected social reward and investment is 

moderated by social embeddedness in the country of residence with β improving from 

0.289 to 0.423 and the significance improving from 0.032 to 0.028 (table 15). This 

relationship is statistically significant thereby supporting hypothesis 2a. 
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Table 15: Effect of social embeddedness in COR on investing for social reward. 

Moderator: Social embeddedness in country of residence 

Independent Variable Adjusted 
R squared 

F β p-value 

Expected social reward 0.067 2.929 0.423 0.028 

Expected social rewardxsocial embeddedness_cor 0.067 2.929 0.188 0.319 
Expected emotional reward 0.140 5.329 0.419 0.002 

Expected emotional rewardxsocial embeddedness_cor 0.140 5.329 -0.047 0.714 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
 

 

Table 16: Effect of social embeddedness in COO on investing for social reward. 

Moderator: Social embeddedness in country of origin 

Independent Variable Adjusted R 
squared 

F β p-value 

Expected social reward 0.097 3.902 0.583 0.010 

Expected social rewardxsocial embeddedness_coo 0.097 3.902 0.364 0.101 

Expected emotional reward 0.156 5.910 0.437 0.001 

Expected emotional rewardxsocial embeddedness_coo 0.156 5.910 0.134 0.299 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
 

 

The moderating effect of social embeddedness in the country of origin has 

adjusted R2 = 0.097, F = 3.902. β is improved from 0.289 to 0.583 and p-value = 0.010 

(see table 13). Therefore, the relationship is statistically significant thus supporting 

hypothesis 2b. 

Expected Emotional Reward 

Finally, for the relationship between emotional reward expectation and investment 

interest, adjusted R2 = 0.155; F value = 10.700 and β = 0.413.  This is statistically 

significant with a p value of 0.002 (table 13). Emotional reward expectation is positively 
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related to the investment of members of the diaspora community in any business venture 

thus supporting hypothesis 3. 

Considering the influence of social embeddedness in the country of residence on 

investment for expected emotional reward:  adjusted R2 = 0.156; F value = 5.910. β is 

increased from 0.413 to 0.419 with the p value remaining at 0.002 (table 12). Though the 

improvement is marginal, hypothesis 3a is supported. 

Applying the moderating effect of social embeddedness in the country of origin 

gives: adjusted R2 = 0.156; F value = 5.910. β is improved from 0.413 to 0.437. This 

relationship has a p-value of 0.001. Thus, hypothesis 3b is supported. 

Combined analysis of expected financial reward, expected social reward and expected 

emotional reward as predictors 

Analyzing investment ~ f{expected financial reward, expected social reward, 

expected emotional reward} we have: 

Adjusted R2 = 0.146; F value = 4.012. Only expected emotional reward is 

statistically significant with a p-value of 0.006 and a β value of 0.373. 

Table 17: Combined analysis of all the independent variables as predictors 

Independent Variable β t p-value 

Expected emotional reward 0.373 2.845 0.006 

Expected financial reward -0.117 -0.535 0.595 

Expected social reward 0.238 1.062 0.293 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
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Table 18: Summary of Predictions and Results 

   Expected Result  

Expected financial 

reward 

H1 Financial reward          Investment 

interest 

 n.s Not supported 

H1a  EAD x Financial reward        

Investment interest 

 n.s Not supported 

Expected social 

reward 

H2 Social reward           Investment 

interest 

  Marginal support 

H2a SEM_cor x Social reward       

Investment interest 

  Marginal support 

H2b SEM_coo x Social reward       

Investment interest 

  Supported 

Expected 

emotional reward 

H3 Emotional Reward            

Investment interest 

  Supported 

H3a SEM_cor x Emotional reward             

Investment 

  Supported 

H3b SEM_coo x Emotional reward    

Investment interest 

  Supported 

Expected financial, 

expected social and 

expected emotional returns 

Financial reward            Investment 

interest 

  

n.s 

Not supported  

Social reward                 Investment 

interest 

 n.s Not supported 

Emotional reward           Investment 

interest 

  Supported 

n.s: Not significant  
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Study Two Results 

The data generated was analyzed in two ways: Frequency analysis of the 

individual questions and empirically testing the individual propositions. The empirical 

analysis was in two parts: (1) assessment of the measurement model for item reliability, 

convergent validity, and discriminant validity, and (2) assessment of the model using 

regression analysis.  

Respondents Demography 

Table 19 lists the demographic information on gender, educational level, marital 

status, country of residence, and annual financial returns. Most of the participants (78%) 

were males. Seventy-one percent of the participants had at least a first degree with 49% 

earning more than $100,000 per annum.  

Table 19: Demographic information 

Demographic Variables Sample Composition (N = 68) 

Gender 

     Male  

     Female  

 

53 (77.9%) 

14 (20.6%) 

Nationality of Spouse 

Nigerian 

Non Nigerian 

 

28 (41.2%) 

35(51.5%) 

Age 

15 – 20 years 

21–30 years  

31–40 years  

41–50 years  

51 – 60 years  

 

4 (5.9%) 

11 (16.2%) 

10 (14.7 %) 

11 (16.2%) 

14 (20.6%) 
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61 years or above                 9 (13.2%) 

Marital Status 

Single 

Married 

 

24 (35.3%) 

43 (63.2%) 

Country of residence 

Canada 

United Kingdom    

United States of America 

 

6 (8.8%) 

34 (50%) 

26 (38.2%) 

Education 

High school diploma 

Technical/Trade school diploma 

Associate degree 

Bachelor 

Master 

Doctoral 

 

9 (13.2%) 

7 (10.3%) 

3 (4.4%) 

20 (29.4%) 

24 (35.3%) 

4 (5.9%) 

Annual Family Income 

Less than $50,000 

$50,000 - $99,999 

$100,000 - $149,999 

$150,000 - $199,999 

 

20 (29.4%) 

14 (20.6%) 

10 (14.7%) 

10 (14.7%) 

$200,000 - $249,999 

$250,000 - $499,999 

$1 million or more 

4 (5.9%) 

8 (11.8%) 

1 (1.5%) 

 

Frequency analysis of the results for the individual questions  

Every question of the survey along with the results are summarized in this section.  

Question 1. Weak financial System 

The first question addresses the problem of weak financial system as an inhibitor 
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to investing in Nigeria. The creation of appropriate financial support system and enabling 

environment is critical for the survival of investments. 

The result shows that 71% agree that it is an issue. 16% of these believe it is critical. 

 
Figure 5: Weak financial System as an inhibitor to investing Nigeria 

Question 2: Poor physical infrastructure 
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Figure 6: Poor physical infrastructure as an inhibitor to investing Nigeria 
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of their homeland. This question seeks to establish if this is a factor inhibiting diasporic 

investment. 

The study shows that 46% of the respondents consider lack of support of the host 

government for foreign investment to be an inhibitor. Only 6% see it as critical; 21 % 

disagree that it is an important consideration in investing in Nigeria. 
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Figure 7: Lack of support of country of residence for investment in Nigeria 

Question 4: Unclear who in government approve or facilitate foreign investment 

Uncertainty on who in government has the authority to approve or facilitate 

foreign investment discourages investors from investing in their home land as they are 

not sure of what to do. The question aims to understand how clarity on the formal 

institutions responsible for the approval or facilitation of foreign investment influence the 

decision to invest in the homeland. 

The study shows that 69% of the respondents indicate that clarity on who in 

government approve or facilitate foreign investment has a positive influence on their 

investment decision. 7% of these believe it is critical to their investment decision. 27% 

are indifferent. 
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Figure 8: Unclear who in government approve or facilitate foreign investment 

Question 5: Cumbersome government bureaucracy 

Doing business in most developing nation is saddled with nerve racking 

bureaucracies. Unwieldy public sector bureaucracy sometimes discourages diasporic  

 
Figure 9: Cumbersome business bureaucracy 
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investors from investing in the homeland. This could lead to corruption as there is always 

the desire to circumvent what is perceived to be cumbersome government bureaucracy. 

The study shows that 67% of the respondents perceive cumbersome government 

bureaucracy as an inhibitor to diasporic investment. 24% of these strongly believe that 

this is an issue. 25% are indifferent. 

Question 6: Internal Strife 

The economy of most Africa countries are prone to shocks. These could be due to 

frequent military coup, botched elections, civil strife, terms-of-trade shocks, frequent 

policy changes etc. These undermine investment.  

Sixty-one percent of the respondents are of the view that internal strife in the 

homeland influence their investment decision, 19% of them strongly believe that this is 

an issue. 27% do not see this as an issue 

 
Figure 10: Internal Strife 
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Question 7: Weak legal system 

A weak legal system can cause two forms of uncertainty: weak legal systems 

offer no fair recourse against unlawful behavior between citizens and similarly unfair 

treatment of citizens by state officials is unclearly prosecuted by the judiciary. This 

undermines property and contract rights. 

 
Figure 11: Weak legal system 

Weak legal system is perceived as a major inhibitor to diasporic investment. 66% 

of the respondents believe that a weak legal system is an inhibitor to investing in the 

homeland. 27% hold strong views on this. However, 24% are indifferent. 
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It is the use of powers by government officials for illegitimate private gains. It 

constitutes political corruption if the act is directly related to their official duties. It 
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peddling, parochialism embezzlement etc. 
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Figure 12: Government Corruption 

A total of 72% of the respondents believe that government corruption is an 

inhibitor to investing in the homeland. Of these, 38% see it as a critical factor that 

influence their investment decision. Twenty-two (22%) of the respondents are indifferent. 

Question 9: Absence of pro business government. 

Pro-business government is expected to create the enabling environment for 

businesses to thrive. This incudes: assisting specific businesses or industries; special tax 

provisions for specific businesses and industries; limitation of competition to protect 

certain industries. However, there is the school of thought that whether well-intentioned 

or not, the intervention in the marketplace that pro-business supporters advocate tends to 

harm everyone except those directly receiving the benefits 

The study shows that 59% of the respondents see this as an inhibitor. 19% of them 

hold very strong views on this while 31% are indifferent. 
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Figure 13: Absence of pro business government 

Question 10: Lack of specific investment opportunities communicated. 

Information enhances business opportunities. Lack of it could be an inhibitor. The 

study shows that 63% of the respondents see this as an issue with 13% of them thinking 

that it is critical while 31% of them feel indifferent. 

 
Figure 14: Lack of specific investment opportunities communicated 
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Question 11: Too few economic incentives provided by the Nigerian government. 

Some governments lure members of the diaspora to invest in the homeland by 

providing economic incentives. This could include reduced tariffs given to migrants 

abroad on the importation of machinery and equipment to establish manufacturing 

enterprises. Others are: special duty and tax breaks on equipment and investments made 

in export processing zones or underdeveloped regions. Preferential access to capital 

goods and raw materials given to diasporic investors.  

The study shows that 63% of the respondents believe the government is not doing 

enough to attract diasporic investment. 16% of them hold strong views on them while 

29% are indifferent. 

 
Figure 15: Too few economic incentives provided by the Nigerian government. 
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nations do not have the requisite skilled knowledge to run a successful business. Also, the 

labor laws are not well established or enforced, leading to an unregulated labor industry.  

The study shows that only 56% of the respondents see problems with labor and 

labor laws as a determinant for investment while 29% are indifferent. 

 
Figure 16: Problems with labor and labor law 

The analysis of the factors that inhibit diasporic investment shows that the five main 

factors that need to be addressed are: 
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• Poor physical infrastructure. 
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Agree Total = Strongly Agree + Agree + Somewhat Agree 

Figure 17: Frequency analysis of the factors that inhibit diasporic investment 

  

45.6

53.8

55.8

58.8

60.9

63.2

63.3

65.7

67.2

70.6

72

72

0 10 20 30 40 50 60 70 80

Lack of support of country of residence  for 
investment in Nigeria

Unclear who in govt. has the authority to approve 
or facilitate foreign investment

Problems with labor and/or labor 

Absence of a pro business government

Internal strife

Lack of specific investment opportunities 
communicated to smaller overseas investors

Too few economic incentives provided by the 
Nigerian government

Weak legal system

Cumbersome government bureaucracy

Weak financial system

Poor physical infrastructure

Government corruption



 

 69 

Empirical Analysis 

Reliability & Validity Assessment  

Independent Variables 

The internal consistency of each dimension was assessed by computing the 

Cronbach’s alpha. The Cronbach values for the antecedents: weak government support 

and political instability and risk are 0.668 and 0.905 respectively. These meet the 

Nunnally’s criterion of 0.70 (Lin & Haung, 2008) thereby confirming their internal 

consistency. 

Convergent and discriminant validity is analyzed using correlation matrix approach. 

The Kaiser-Meyer-Olkin measure of sampling adequacy (KMO) is 0.741 which is greater 

than 0.5 (Field, 2005). There is high inter item correlation, the minimum correlation 

within the measures for political instability and risk is 0.625. It is 0.501 for weak 

government support. These relationships are statistically significant at at least the 0.0001 

level. (see table 20). Hence the convergence of the measures for the individual constructs 

is confirmed. Table 21 also shows that the different measures load distinctly in the 

pattern matrix. The average loading for each of the construct is greater than 0.7, 

confirming convergent validity.  

Discriminant validity verifies whether each construct is unique. Table 20 shows the 

diagonal elements representing the square root of the variance shared between the 

constructs and their measures; the off-diagonal elements are the correlations among the 

constructs. All diagonal elements are greater than their corresponding off-diagonal 

elements. In other words, the variance extracted for the different constructs is greater than 

the correlation squared for the constructs thereby confirming discriminant validity.  
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Table 20: Discriminant Validity & Correlation for the Antecedent 

 Construct 

Construct 1 2 3 4 5 6 7 8 

Polinst&risk_1 (1) 1.000        

Polinst&risk_2 (2) 0.851 1.000       

Polinst&risk_3 (3) 0.653 0.642 1.000      

Polinst&risk_4 (4) 0.625 0.681 0.801 1.000     

Polinst&risk_5 (5) 0.670 0.769 0.689 0.796 1.000    

Polinst&risk_6 (6) 0.813 0.825 0.588 0.656 0.748 1.000   

Govsup-1 (7) 0.549 0.509 0.475 0.383 0.372 0.570 1.000  

Govsup_2 (8) 0.161 0.215 0.154 0.220 0.158 0.259 0.501 1.000 

 

Table 21: Convergent Validity of the Antecedents 

Construct 
Component 

1 2 

Polinst&risk_1 0.879 0.346 

Polinst&risk_2  0.906 0.351 

Polinst&risk_3 0.834 0.248 

Polinst&risk_4 0.863 0.240 

Polinst&risk_5 0.888 0.200 

Polinst&risk_6 0.879 0.427 
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Wegovsup-1 0.559 0.807 

Wegovsup_2 0.194 0.905 

 

Assessment of the model  

Linear regression analysis was used to determine investment using poor physical 

infrastructure, weak financial system, weak government support and political instability 

and risk as predictors. The significance of each hypothesized association in the research 

model and the variance explained (R2) by each association was examined. 

The model is represented by: Investment = β0 + β1 (Poor physical infrastructure) 

+ β2 (Weak financial system)  + β3 (weak government support) + β4 (Political instability 

& risk) + ε. 

In order to estimate the impacts of the variable of interest, other potentially 

important influences on investment interest are held constant. A random sample is 

assumed hence β = 0 for the other potentially important influences. 

Testing the validity of the various propositions showed the following: 

Poor Physical Infrastructure 

The relationship between diaspora investment and the predictor, poor physical 

infrastructure while controlling for weak government support, weak financial system and 

political instability and risk had Adjusted R2 = 0.169; F value = 14.586; β = -0.425. This 

relationship is statistically significant with a p value of 0.000 (table 22). Therefore, 

hypothesis 1 is supported. 
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Table 22: Relationship between the respective independent variables and investment 

Independent Variable Adj. R 
Square 

F Stat β  p-value 

Poor physical infrastructure 0.169 14.586 -0.425 0.000 

Weak financial systems 0.061 5.376 -0.274 0.024 

Weak government support -0.005 0.687 0.101 0.410 

Political instability and risk 0.176 15.354 -0.434 0.000 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
 

 

Weak Financial Systems 

The relationship between investment and weak financial systems (controlling the 

influence of poor infrastructure, weak government support and political instability and 

risk) have Adjusted R2 = -0.061 and F value = 5.376.  Diasporic investment is inversely 

related to weak financial systems with a β = -0.274. This is statistically significant with a 

p-value of 0.024 (table 22). Thus hypothesis 2 is supported. 

Weak Government Support 

The relationship between investment and weak government support (controlling the 

influence of poor physical infrastructure, weak financial system and political instability 

and risk have adjusted R2 = -0.005 and F value of 0.687.  Diasporic investment is directly 

related to weak government support with β = 0.101. This is statistically insignificant with 

a p-value of 0.410 (table 22). Hence, hypothesis 3 is not supported.  

Political Instability and Risk 

Finally, for the relationship between political instability and risk and investment 

(controlling all other influences), Adjusted R2 = 0.176; F value = 15.354; and β = -0.434. 



 

 73 

Therefore, political instability and risk is inversely proportional to investment. This is 

statistically significant with a p value of 0.000 (table 22) thus supporting hypothesis 4. 

Combined analysis of Weak Infrastructure, Weak Financial System, Weak Government 

Support and Political Instability and Risk. 

For investment ~ f (poor physical infrastructure, weak financial systems, weak 

government support of diaspora investment, and political instability and risk), the result 

obtained is shown in table 23.  

The analysis showed that adjusted R2 = 0.244; F value = 6.408. Weak government 

support and political instability and risk are statistically significant at the 0.05 level with 

p-values of 0.013 and 0.036 respectively. However, β = 0.305 for weak government 

support, implying that the weaker the government support the high the investment. 

Hence, the impact of weak government support is not supported. On the other hand, the 

result shows that investment increases as political instability and risk decreases. 

Therefore, political instability and risk is the main predictor of diasporic investment 

everything being equal. 

Table 23: Combined analysis of all the independent variables as predictors 

Independent Variable B β t p-value 

Weak financial system 0.073 0.058 0.348 0.729 

Weak infrastructure -0.346 -0.252 -1.459 0.149 

Weak government support  0.412 0.305 2.569 0.013 

Political instability and risk -0.624 -0.426 -2.142 0.036 

Dependent variable: How much money have you sent to Nigeria in the last two years? 
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Table 24: Summary of Predictions and Results 

   Expected Result  

Weak infrastructure P1 Weak infrastructure          Investment   Supported 

Weak financial 

system 

P2 Weak financial system             

Investment 

  Supported 

Weak government 

support 

P3 Weak government support       

Investment 

  Not supported 

Political instability 

& risk 

P4 Political instability & risk        

Investment 

  Supported 

f{Poor infrastructure, 

weak financial system, 

weak government support 

& political instability & 

risk}  

Weak infrastructure            

Investment 

  n.s 

Weak financial system                 

Investment 

  n.s 

Weak government support               

Investment 

  Not supported 

Political instability & risk            

Investment 

  Supported 

n.s: Not significant   



 

 75 

CHAPTER FIVE 

DISCUSSION 

The purpose of this research was to examine the reasons why the diaspora invest 

in their country of origin and the perceived factors that inhibit them. This was 

accomplished through two studies. Study One used a survey to develop quantitative data 

on the factors that motivate the diaspora to invest in their country of origin. Study Two 

also used quantitative analysis of data generated through survey to understand why the 

diaspora are not investing in their country of origin as they should.  

Study One involved a survey administered on Nigerians resident in United 

Kingdom, United States and Canada. It provided an overview of the motivating factors 

for diasporic investment in the homeland and identified the direct and indirect 

contribution of the diaspora to the economic development of the homeland. It also looked 

at the moderators of these relationships.  

Study Two also involved a survey administered on the same sample frame as 

study one. It focused on the factors that discourage the diaspora from investing in their 

country of origin. 

This chapter consists of three sections. The first two sections are on discussion of 

findings from Study One and Study Two respectively, with cross- comparison between 

the two studies where appropriate. The chapter finishes with a conclusion summarizing 

the discussion before transitioning to the subsequent chapter, which describes future 

research building on the foundation established by this dissertation.  
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Study One Discussion - Why does the Nigeria diaspora invest in their country of 

origin 

The objective of Study One was to to answer the question: Why does the Nigeria 

diaspora contribute to the economic development of their country of origin?  

A secondary objective was to identify the moderators of the factors that motivates 

the diaspora to invest in their homeland and to understand the relationship between them. 

These objectives were met by conducting an online survey of Nigeria diaspora resident in 

United Kingdom, United States and Canada. The remainder of this section draws upon 

results from Study One to discuss three factors that influence diasporic investment, 

namely: Financial reward, social reward and emotional reward. 

 The sample frame made up of 76.4% males is highly educated. 72.8% 

have associate degree and higher with 43.6% of the population earning more than 

$100,000 annually. The study shows that Nigeria diaspora engage in various forms of 

investment: 48.5% of the sample frame remit money to family member, 18.5% engage in 

charitable organizations, 10.6 % in the development of entrepreneurial skills and 9.4% in 

social remittances. 

The measurements that emerged were demonstrated to produce acceptable 

reliability estimates and the results supported their content, convergent and discriminant 

validity. 

Expected Financial Reward 

The study showed that in an environment where expected social reward and 

expected emotional reward are assumed not to have any influence on investment i.e. 

investment ~ f{expected financial reward), the relationship between diasporic investment 
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and the predictor, expected financial reward is statistically insignificant with β = 0.112 

and p-value of 0.418 hence H1 is not support.  

Investigation of the influence of the moderator, ethnic advantage on expected 

financial reward showed that β dropped from 0.112 to 0.0.98. The interaction is 

statistically insignificant with a p-value of 0.926. Hence hypotheses H1a is not supported. 

Therefore, the study shows that expected financial reward is not a motivating factor for 

the diaspora to invest in their country of origin and that this relationship is not moderated 

by ethnic advantage. 

Expected Social Reward 

For a condition where expected financial reward and expected emotional reward 

are assumed to be constant i.e. investment ~ f{expected social reward}, the relationship 

between expected social reward and investment was shown to be statistically significant 

at the 0.05 level with β = 0.289 and a p-value of 0.032. 

The study found that in a situation where the member of the diaspora is socially 

embedded in his or her country of residence the relationship between expected social 

reward and investment is positively moderated with β improving from 0.289 to 0.423 and 

the p-value from 0.032 to 0.028. This relationship is statistically significant thereby 

supporting H2a.  

 On the other hand, where the social embeddedness is in the country of origin, the 

study found the relationship between expected social reward and investment to be 

statistically significant with a p-value of 0.01and β increasing from 0.289 to 0.583. Hence 

H2b is supported. Therefore, there is a positive relationship between expected social 

reward and investment, this relationship is positively moderated by social embeddedness 
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either in the country of residence or country of origin. 

Expected Emotional Reward  

In situations where financial and social reward are constant, the study showed that 

relationship between expected emotional reward and investment is statistically significant 

with β = 0.413 and p-value of 0.002. H3 is therefore supported. 

Considering the influence of social embeddedness in the country of residence, 

β increased from 0.413 to 0.419 with a p value of 0.002. Though the improvement is 

marginal, hypothesis 3a is supported. Also, for social embeddedness in the country of 

origin, β increased from 0.413 to 0.437. The p-value also increased from 0.002 to 0.001. 

Therefore, H3b is supported. 

The study shows that there is a positive relationship between emotional reward 

and investment and that this relationship is positively moderated by social embeddedness 

either in the country of residence or country of origin.  

An analysis of the combined influence of the three predictors: expected financial 

reward, expected social reward and expected emotional reward showed that only 

expected emotion reward is statistically significant with a β value of 0.373 and a p-value 

of 0.006. The study therefore shows that the dominant motivation for most diasporic 

investor is emotional reward. 

The resultant conceptual model from the study is as shown below: 
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Figure 18: Resultant conceptual model – Why the diaspora invest in their COO 

Study Two Discussion - Perceived inhibitors to diasporic investment  

The objective of Study Two was to investigate the perceived inhibitors to 

diasporic investment. A total of 68 usable responses were received from respondents 

resident in the United Stares, United Kingdom and Canada.  

The population made up of 76.4% males is highly educated. 75% have associate 

degree and higher with 48.6% of the population earning more than $100,000 annually.  

• An analysis of the factors that inhibit diasporic investment showed that the five 

main factors that need to be addressed are: Government corruption; poor physical 

infrastructure; weak financial system; cumbersome business bureaucracy and 

weak legal system.  
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The data generated was also analyzed empirically. Measurements used in the analysis 

were shown to produce acceptable reliability estimates and the results supported their 

content, convergent and discriminant validity. 

Poor Physical Infrastructure 

In a situation where all the other predictors, weak financial system, weak 

government support and political instability and risk are considered to be constant, the 

relationship between diaspora investment and the predictor, poor infrastructure is 

statistically significant with β = -0.425 and a p value of 0.000. Hence H1 is supported. 

This implies that the higher the poor infrastructural facilities, the lower the investment. 

Weak Financial Systems 

Also, when weak infrastructure, weak government support and political instability 

and risk are assumed to be constant, diasporic investment is inversely related to weak 

financial systems with β = -0.274. This relationship is statistically significant at the 0.05 

level with a p-value of 0.024. Therefore, H2 is supported. The higher the weak financial 

system, the lower the investment. 

Weak Government Support 

The study showed that the relationship between investment and weak government 

support in a situation where weak infrastructure, weak financial system and political 

instability and risk are assumed to be constant is statistically insignificant with a p-value 

of 0.410 and β = 0.101. Hence H3 is not supported. 
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It is worthy to note that previous studies on this relationship is inconclusive. A 

review of the literature showed that same government policy can increase and/or decrease 

market imperfections and thereby increase and/or decrease FDI inflows (Banga, 2003) 

Political Instability and Risk 

The study showed that when poor infrastructure, weak financial system and weak 

government support are constant, the relationship between political instability and risk 

and investment is inversely proportional with β = -0.434. The p value is 0.000, hence H4 

is supported. 

An analysis of the combined influence of all the four predictors: poor 

infrastructure, weak financial system, weak government support and political instability 

and risk i.e. f{poor infrastructure, weak financial system, weak government support and 

political instability and risk} ~ investment, showed that weak government support and 

political instability and risk are statistically significant at the 0.05 level with p-values of 

0.013 and 0.036 respectively. The β values are 0.305 and -0.426 respectively. The result 

shows that as weak government support for diasporic investment increases investment 

increases. This is contrary to conventional wisdom but in line with the findings of some 

previous studies. Hence, the impact of weak government support is not supported. 

Therefore, political instability and risk is the dominant perceived inhibitor of diasporic 

investment. 

The conceptual model resulting from this study is as shown below: 
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Figure 19: Resultant conceptual model –Perceived inhibitors to diasporic investment  

Findings from these two studies help inform theoretical and practical 

understanding of the factors that governments, policy makers and NGOs would have to 

take into consideration in exploiting the great potential that the diaspora presents.  

The next chapter provides a summary of the key conclusions developed from this 

research, identifying limitations, new research questions developed as a result of the 

current studies, and lays out future directions for a stream of related research studies.  
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CHAPTER SIX  

CONTRIBUTIONS, IMPLICATIONS, 

 LIMITATIONS, & FUTURE DIRECTIONS 

This final chapter concludes this dissertation, summarizing the academic 

contributions, managerial implications, and limitations of the current research, followed 

by presentation of future research directions. This dissertation provides a foundation for a 

well-defined stream of future studies representing a coherent research agenda, providing 

greater understanding of topics related to the diaspora and the economic development of 

their country of origin. Collectively, these projects will expand theoretical and practical 

understanding regarding the motivation for diasporic investment and the management of 

perceived inhibitors.  

Academic Contributions  

For study one, the current research responds to calls for further research to 

improve understanding of why diaspora members invest in their homelands or why 

investment intensity varies among diaspora communities (Nielsen & riddle, 2007).  

Some venture-capital firms in homeland countries have sought investment among 

diaspora communities (Gillespie & Andriasova, 2004). Greater understanding of the 

factors influencing diasporic investment will help academics develop theoretical models 

and guide practice. 

Previous studies in this area are mainly conceptual. The study extends previous 

conceptual model for the motivation of diaspora to invest in their homeland at the 

individual level by carrying out an empirical study applying two moderators: ethnic 

advantage, and social embeddedness to the three antecedents for the motivation of the 
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diaspora to invest in their country of residence respectively.  

The study established measures for some of the antecedent and moderators. Being 

among early empirical studies in this area, the instruments that emerged were shown to 

produce acceptable reliability estimates, and the results supported their content, 

convergent, and discriminant validity.  

The study showed that financial reward is not a motivation for members of 

Nigeria diaspora to invest in their homeland. However, the study supports the other 

hypothesis. Importantly, the study established that expected emotion reward is the 

dominant motivating factor for diasporic investment.  

For study two, previous studies in this area are mainly on foreign direct 

investment. This is one of the early studies on the perceived barriers inhibiting the 

diaspora from investing in their country of origin.  A conceptual model was developed 

and an empirical study to validate the propositions carried out. Also, the study established 

measures for the antecedents. Being among the early empirical studies in this area, the 

instruments that emerged were demonstrated to produce acceptable reliability estimates 

and the results of the analysis carried out supported their convergent, and discriminant 

validity.  

The study showed that government incentive does not positively influence 

diasporic investment. This is in line with some earlier research findings. A review of the 

literature showed that same government policy can increase and/or decrease market 

imperfections and thereby increase and/or decrease FDI inflows (Banga, 2003). 

Therefore, this study contributes to the ambiguity associated with this proposition.   
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The study showed that investment is inversely proportional to poor physical 

infrastructure, weak financial system and political instability and risk respectively. 

Importantly, the study established that like every other investor, the diaspora will invest 

in their homeland if the right conditions for investment are available. Everything being 

equal, the most dominant perceived inhibitor to diasporic investment in political 

instability and risk.  

Managerial Implications  

There is little existing research concerning diasporic investment and 

entrepreneurship in Nigeria and the majority of current scholarship is theoretical or based 

on anecdotal evidence. Policy and marketing efforts undertaken by governments, NGOs 

etc. are being done based mostly on hope and conjecture, without the benefit of rich and 

robust scientific data. Study one seeks to fill this information vacuum.  

Greater understanding of what motivate the diaspora to invest in the country of 

origin, will help governments, policy makers, NGOs etc., to focus crucial planning 

resources on areas that will enable successful future strategic development.  

Each of these organizations is interested not only in estimating the size of the 

diaspora-investor market but also in understanding the psychographic segments that make 

up this market. Insights into diaspora psychological investment motivations could help 

them to craft meaningful promotional messages and branding strategies for diaspora 

homeland investment products and services.  

Study two seeks to identify ways to turn diaspora investment and 

entrepreneurship interest into meaningful investment in their country-of-origin. 

Discerning the perceived factors that inhibit nascent diaspora investors and entrepreneurs 
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from playing their expected role will help governments in identifying ways to attract 

diasporic investment. 

The study shows that governments, policy makers, NGOs, etc. should craft their 

promotional messages and branding strategies for diaspora homeland investment 

products and services taking into consideration the social and emotional reward 

expectations of the diaspora. Also, government has to create an enabling environment by 

addressing the concerns on poor physical infrastructure, weak financial system and 

political instability and risk. 

Limitations  

Though these studies have offered some insights into factors that motivate the 

diaspora to contribute to the economic success of their country of origin as well as the 

perceived inhibitors to investing there, there are some limitations. Perhaps the most 

important limitation to this research effort lies in representativeness as the convenience 

sampling technique used for both studies is non-probabilistic. External validity is 

therefore jeopardized due to potential sampling bias (Dooley and Lindner, 2003; Ghauri 

and Grønhaug, 2005; Royer and Zarowski, 2001).  

Most of the measures for both studies were developed by this researcher. This 

might result in limited validity. Also, study one and study two were based on a sample of 

55 and 68 respondents respectively. Although these studies yielded several significant 

results, a larger sample would provide the models with more statistical power. 

There is a dearth of empirical studies on the why, what and how the diaspora can 

contribute to investing in their country of origin. Several of the suggested future research 

directions described in the next section address this concern and would complement this 
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research.  

Future Research Directions  

Additional future research directions are indicated based on the current dissertation. 

The following section reviews four topics where future research could provide 

meaningful contributions, namely:  

• Are there different effects on inequality that result from differences in the 

composition of the emigrant population? 

• Do diaspora investors response to incentives dependent on their country of origin 

and country of residence? Do Diaspora investors respond to different incentives 

than other investors? Is there a higher tolerance for risk or an implicit discount on 

expected returns? 

• The efficacy of various kinds of financial incentives for Diasporic investment: are 

they efficient use of resources?  

• Do Diaspora financial flows reduce or exacerbates income inequality among 

nations?  

Each topic is briefly introduced, with connection to applicable existing literature and 

findings from the current research. 

First, Diaspora communities are heterogeneous. They have variation in historical 

experience, relations with authorities in the home country, levels of prosperity and 

education, religious background and ethnicity both within and among diaspora 

communities. Such differences within and among diaspora groups will influence the 

nature and scale of their capacity (and willingness) to act as agents of economic 

development. Understanding the impact of this inequality could be of use in harness the 
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potential of the diaspora. 

Second, the return of expatriates to their home country is widely seen as beneficial 

(Ellerman, 2003). Favorable impacts have been attributed to returning scientists and 

engineers in Korea and China (Cervantes and Guellec, 2002). Taiwan’s leapfrog 

advancement is attributed to returning scientists (Saxenian, 2001). High rates of return 

generate the most direct and significant developmental impact (Lowell and Gerova, 

2004). However, permanent return may be limited if receiving countries’ policies do not 

encourage return.  

For return migration policies to be successful there need to be incentives and the 

potential for prosperity after return e.g., Thailand and Ireland have reverse brain drain 

programs that offer generous research funding and monetary incentives, as well as 

services and assistance to attract medical professionals (Lowell and Gerova, 2004). Korea 

has been able to lure back migrants by putting in place policies that foster strong R&D 

environments and infrastructure (Cervantes and Guellec, 2002).  

One of the countries that has been successful in luring its diaspora back home is 

Taiwan. Its Hsinchu Science-Based Industrial Park, a government-led initiative to attract 

Taiwanese R&D professionals back had 2,563 returnees in 1996. This more than doubled 

by 2000, reaching 5,025 (Lucas, 2004). As at 2000, over half of the companies in the 

Hsinchu Industrial Park were started by expatriates returning from Silicon Valley 

(Saxenian, 2000). This is attributable to the active involvement of government agencies 

in luring back its diaspora. 

However, the experience of The People’s Republic of China (PRC) is different. In the 

early 1990s, the PRC introduced a package of incentives for people to return and 
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complemented it with penalties for not returning. An evaluation of these sticks and 

carrots in the early 2000s revealed that the Chinese government’s efforts was 

unsuccessful (Lucas, 2004).  

Is this disparity in the success of incentives dependent on the country of residence 

and country of origin? Is the response of diaspora investors to incentives different from 

that of other investors?  

Third, the government of the country of origin can take initiatives to provide 

incentives to promote the productive investment of remittances in the countries of origin 

and to reduce the costs of remittance transfers, including facilitation of accessible 

financial services, reducing transaction fees, providing tax incentives and promoting 

greater competition between financial institutions.  

Policies need to be adopted to encourage circular and return migration and 

reintegration into the country of origin, which must include promotion of temporary labor 

migration schemes and circulation-friendly visa policies.  

Home government perspectives on diaspora activities differ. Some governments 

consider them an interference with state sovereignty. Other see them as important 

contributors to social, political, and economic development. Accordingly, some states 

actively court the participation of their diasporas while others ignore or view them as 

enemies. Still others have more complex relations, ignoring and discouraging diasporas’ 

actions in some arenas, while courting them in others.  

To achieve an enabling environment for development and non-governmental 

actors’ participation in its achievement, governments need to: a) improve policy, legal, 

and regulatory frameworks; b) build institutional capacity across sectors and at various 
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levels; c) seek out and respond to citizens’ needs and preferences; d) establish and 

maintain a range of oversight, accountability, and feedback mechanisms; and e) mobilize 

and allocate public resources and investments (Brinkerhoff, 2007). All these, cost money. 

How efficient are these actions in promoting diasporic investment? Are they efficient use 

of resources? 

Fourth, in the past, a number of studies have examined the effect of international 

remittances on inequality in specific village or country settings. There is however, few 

studies which explicitly examine the impact of this phenomenon on income inequality in 

regions or sub-regions. Two factors are responsible for this. The first is a lack of income 

inequality data; it is quite difficult to estimate accurate and meaningful income 

distribution in a number of developing countries. The second factor relates to the nature 

of data on international remittances. Available data on international remittances do not 

include the large (and unknown) sum of remittance monies which are transmitted through 

private, unofficial channels. As a result of these data problems, a host of key policy 

questions remain unanswered. Exactly what is the impact of international remittances on 

income inequality in Africa?  

Tackling the problem of income inequality is important because inequality 

negatively affects progress toward the Millennium Development Goals (MDGs) and 

poverty reduction generally; it results in inefficient resource allocation, wasted 

productive potential and impaired institutional development.  

Remittances exert a positive impact on the balance of payments of many 

developing countries as well as promote economic growth, through their direct effects on 

savings and investment (human and physical capital) and indirect effects through 
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consumption (Cattaneo, 2005). According to Ratha (2003), remittances that raise the 

consumption levels of rural households might have substantial multiplier effects because 

they are more likely to be spent on domestically produced goods. For countries with low 

GDP, remittance receipts can distort the functions of formal capital markets and also 

destabilize exchange rate regimes through the creation of parallel currency markets 

(Chimhowu, Piesse and Pinder, 2003).  

International remittances can also indirectly promote community development 

through spillover mechanisms:  increased consumption of migrant households can 

generate multiplier effects - increase in household consumption of local goods and 

services resulting to increase in demand which stimulates local production, thereby 

promoting job creation and local development. Remittances are also found to prop up 

formation of small-scale enterprises, thereby, promoting community development. They 

ease credit constraints by providing working capital for the recipients to engage in 

entrepreneurial activities. This results in job creation and enhancement of the 

development of the remittance-receiving community (Woodruff and Zenteno, 2001) etc. 

In this context, do diaspora financial flows reduce or exacerbates income inequality 

among nations?  

Also, given that most members of the diaspora are from families that could afford 

emigration, would international remittances prove to be potent in reducing income 

inequality, leading to a more egalitarian distribution of income that is necessary for the 

take-off of an equitable growth process? 

Conclusion  

The completion of study one is not a conclusion but a starting point in 
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understanding what motivates members of the diaspora community to invest in their 

country of origin. The study contributes to literature by providing academics and 

practitioners insight into what motivates the diaspora to invest in their country of 

residence. It shows that members of the Nigeria diaspora community do not invest in 

their homeland for financial reward, they invest for emotional and social reward. And 

both of these are positively moderated by the degree of social embeddedness in their 

country of origin as well as in their country of residence. Most importantly, the study 

shows that everything being equal, expected emotional reward is the dominant motivation 

for diasporic investment. 

The study additionally lays the foundation for a stream of future research based 

on the conceptual model and measures developed. This should support the development 

of a series of related research offering incremental contribution in a structured approach 

to understanding what motivates the diaspora to invest in their homeland. 

Nigeria is not a preferred destination for foreign direct investment for most 

investors. This is not unconnected with the challenges of doing business there. Per capita 

income is low to effectively attract FDI. Also, Nigeria has not been able to exploit the full 

potentials of members of its diaspora community. However, study Two shows that 

Nigeria diaspora are interested in investing in their homeland and that the main inhibitors 

include: government corruption, weak legal system, poor physical infrastructure, weak 

financial system and cumbersome business bureaucracy.  

Empirically, the study shows that: investment is inversely proportional to the poor 

state of physical infrastructural facilities; the weaker the financial system the lower the 

investment and the higher the political instability and risk, the lower the investment. Most 
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importantly, the study shows that everything being equal, the dominant factor that hinders 

diasporic investment is political instability and risk. 

Study Two shows that government incentive is not a strong consideration for 

diasporic investors. They, like every other investor seek a low risk, stable political 

environment with good physical infrastructure and strong financial system to invest in.  

Put together, the two studies showed what motivates the Nigeria diaspora to 

invest in their homeland and the perceived challenges of investing there. Understanding 

these  would enable governments create the enabling environment for diasporic 

investments to thrive. 
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APPENDIX B 

SURVEY QUESTIONNAIRE 

WHY DOES THE NIGERIA DIASPORA INVEST IN THEIR COUNTRY OF 

ORIGIN.  

DIASPORA NETWORK ACTIVITIES 

Q1 Do you belong to any organization(s) and/or political party in Nigeria? 

• Yes 

• No 

• If Yes, specify 

Q2 Do you belong to any diaspora organization(s) and/or network in your country of 

residence? 

• Yes 

• No 

• If Yes, specify 

Q3 Has your organization carried out any activity in Nigeria in the last two years? 

• Yes 

• No 

• If Yes, Specify and estimate impact of activity (Economic, social or 

political, cultural etc.) 

Q4 Has your organization carried out any activity in your country of residence in the 

last two years     

• Yes 

• No 

• If Yes, Specify and estimate impact of activity (Economic, social or 

political, cultural etc.) 

Q5 What kind of diaspora network(s) and/or organization(s) are you actively 

participating in, if applicable? (tick all that apply). 
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• Professional association 

• Ethnic association 

• Hometown association 

• Regional association 

• Religious association 

• Not applicable 

• Others. Please specify 

Q6 If yes, what is the nature of your political and/or social activities? (tick all that 

apply)     

• Lobbying within diaspora communities 

• Lobbying host government for support to Nigeria 

• Lobbying regional organizations for support to Nigeria 

• Lobbying international organizations for support to Nigeria 

• Working with international advocacy organizations operating in Nigeria 

• Lobbying government of Nigeria 

• Participate in elections. 

• Organization of events to promote culture. 

• Participation in political activities in Nigeria. 

• Others. Please specify 

Q7 Please select a response that most accurately indicates your level of agreement 

with each of the statements below. 
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Strongly 

agree Agree 
Somewhat 

agree 

Neither 
agree nor 
disagree 

Somewhat 
disagree Disagree 

Strongly 
disagree 

Profitability is 
my primary 
concern when I 
invest in Nigeria 

       

I invest in 
Nigeria to 
improve the 
value of my 
investment 
portfolio. 

       

I invest in 
Nigeria to make a 
social impact 

       

Personal 
financial 
independence is a 
very important 
goal when I 
invest in Nigeria 

       

I feel it is my 
personal duty to 
invest in Nigeria. 

       

I feel a sense of 
personal 
accomplishment 
when I invest in 
Nigeria. 

       

I would take 
great pride in 
making 
investments in 
Nigeria. 

       

I would feel 
disgraced if I did 
not invest in 
Nigeria. 

       

People in the 
Nigerian diaspora 
who do not invest 
in Nigeria lose 
social status 
within the 
Nigeria diaspora. 

       

Individuals who 
invest in Nigeria 
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are highly 
respected within 
the Nigerian 
diaspora. 

II invest in 
Nigeria because 
my family in 
Nigeria expect 
me to do so. 

       

I believe I have 
competitive 
advantage in 
doing business in 
Nigeria because I 
share the same 
ethnic 
background as 
the people there. 

       

I have much in 
common with the 
people in 
Nigeria. 

       

I believe that 
doing business in 
Nigeria is less 
risky for me 
because I share 
the same ethnic 
background as 
the people there. 

       

I understand 
consumer 
preferences in 
Nigeria better 
than foreign 
investors because 
I share the same 
ethnic 
background as 
the people there. 

       

I believe I 
understand how 
to do business 
better than any 
foreign investor. 
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INVESTMENT MOTIVATION 

Q8 How much money have you sent to Nigeria in the last two years?  

• $0-$299  

• $300-$599 

• $600-$899  

• $900-$1200  

• More than $1200. Please specify 

Q9 How often do you engage in the following activities. 

 Always Sometimes Not at all 

Social remittances    

Charitable donations    

Investment (Incl. 

purchase of govt. bonds) 
   

Donation to community 

organizations, schools etc 
   

Development of 

entrepreneurial skills 
   

Remittance to family 

members 
   

 

Q10 Please select a response that most accurately indicates your level of agreement with 

each of the statements below. 

I believe 
members of the 
diaspora should 
invest in Nigeria 
and not just 
donate to charity 
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Ethnic Advantage: Reflects the degree to which the belief that diaspora possess relative 

knowledge of their country of origin and social capital advantage over non diaspora 

investor influence the investment decision. 

Social Embeddedness:  The density and strength of diaspora member social network ties 

within the local diaspora community and their community of origin or the number and 

strength of his/her social relationship ties and his/her sentimental ties of affection and 

commitment and to others.  

Community Affect: Reflects the emotional identificational attachment to the diaspora 

community in country of residence (COR) and the country of origin (COO). 

 Strongly 

agree 

Agree Somewhat 

agree 

Neither 

agree nor 

disagree 

Somewhat 

disagree 

Disagree Strongly 

disagree 

My knowledge of 

Nigeria and the 

fact that I share 

the same ethnic 

background with 

Nigerians 

influence my 

investment for 

financial returns. 

       

My social 

networks and my 

sentimental ties of 

affection and 

commitment to 

these networks 

influence my 

investment for 

financial returns. 

       

The love for 

country influence 
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my investment for 

financial returns. 

My knowledge of 

Nigeria and the 

fact that I share the 

same ethnic 

background with 

Nigerians influence 

my investment for 

social recognition. 

       

My social networks 

and my sentimental 

ties of affection 

and commitment to 

these networks 

influence my 

investment for 

social recognition 

 

      

The love for 

country influence 

my investment for 

social recognition. 

       

My knowledge of 

Nigeria and the 

fact that I share the 

same ethnic 

background with 

Nigerians influence 

the investments I 

make because of 

the love I have for 

my country. 

       

My social networks 

and my sentimental 

ties of affection 

and commitment to 
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these networks 

influence the 

investments I make 

because of the love 

I have for my 

country. 

The love for 

country influence 

the investments I 

make because of 

the love I have for 

my country. 

       

 

DIASPORA ENGAGEMENT 

Q11 Over the past two years, how many times have you visited Nigeria? 

Q12 How often do you contact your connections (relations, friends, business associates 

etc.) in Nigeria (by any means – phone, email etc., excluding mass text sent to 

several people and personal contact) in a month?     

• 0 

• 1 

• 2 

• 3 

• 4 

• 5 

• More than 5. Specify 

Q13. Please select a response that most accurately indicates your medium of 

communication with your contacts in Nigeria. 

 Always Most of 

the time 

About half 

the time 

Sometimes Never 

Voice call (landline, mobile, 

Skype, WhatsApp etc.) 
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Video call (Facetime, imo, 

Whatsapp etc,) 

     

Social media (Facebook, 

WhatsApp, Twitter, Instagram 

etc.) 

     

E-mail      

 

Q14 Please select a response that most accurately indicates your level of agreement with 

each of the statements below. 

 Always Most of 

the time 

About half 

the time 

Sometimes Never 

I take part in social, cultural 

and political activities in 

Nigeria. 

     

I take part in social, cultural 

and political activities in my 

country of residence. 

     

I eat Nigerian dishes at home.      

I wear Nigerian clothes.      

 

BARRIERS TO INVESTING IN NIGERIA 

Q15 Are there factors preventing you from investing in Nigeria? 

• Yes 

• No 

Q16 Please select a response that most accurately indicates your level of agreement with 

each of the statements below.  The following are inhibitors to investing in Nigeria 
 Strongly 

agree 

Agree Somewhat 

agree 

Neither 

agree nor 

disagree 

Somewhat 

disagree 

Disagree Strongly 

disagree 

Weak financial 

system 
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Poor physical 

infrastructure 

(road, water, 

electricity and 

transportation) 

       

Lack of support 

of country of 

residence for 

investment in 

Nigeria. 

       

Unclear who in 

govt. has the 

authority to 

approve or 

facilitate foreign 

investment. 

       

Cumbersome 

government 

bureaucracy. 

       

Internal strife        

Weak legal 

system. 

       

Government 

corruption. 

       

Absence of a pro 

business 

government. 

       

Lack of specific 

investment 

opportunities 

communicated to 

smaller overseas 

investors. 
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Too few 

economic 

incentives 

provided by the 

Nigerian 

government. 

       

Problems with 

labor and/or 

labor laws. 

       

 

DEMOGRAPHICS 

Q17 What year were you born?      

Q18 Gender 

• Female 

• Male 

Q19 Are you married or single? 

• No 

• Yes 

Q20 If Yes, is your wife a Nigerian? 

• Yes 

• No 

Q21 Country of residence 

• United States of America 

• United Kingdom 

• Canada 

Q22 How many years have you lived outside Nigeria? 

Q23 What generation of Nigerian are you? 

• First generation 

• Second generation 

• Third generation 
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• More than third generation 

Q24 What is the highest level of completed education? 

• Less than high school diploma 

• High school diploma 

• Technical/trade school diploma 

• Associate degree 

• Bachelor’s degree 

• Master’s degree  

• Doctoral degree 

Q25 What is the approximate total annual family income from all sources? 

• Less than $50,000 

• $50,000-$99,999 

• $100,000-$149,999 

• $150,000-$199,999 

• $200,000-$249,999 

• $250,000-$499,999 

• $500,000-$999,999 

• $1 million or more 

 


