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E. MONEY AND WEAPONS

Money will continue to be one of the most significant aspects of the relationship between the Tamil diaspora and the Sri Lankan state. Tamils abroad play a vital role in sustaining the country’s economy. Remittances from all Sri Lankans abroad stood at roughly $2.8 billion in

2009, constituting one of the largest sources of foreign exchange.31 While much of this money is from Sinhalese and Muslims working abroad, the figure excludes the large amount of Tamil funds remitted through informal channels. 32 During the conflict, funds raised abroad were used for destruction and reconstruction alike. Initially, most of the money was used for sustaining Tamil societies in waraffected areas. But as the civil war dragged on, increasing amounts shifted away from humanitarian aid towards sustaining the insurgency.  Different parts of the diaspora served different functions for the Tigers. “Generally speaking they [the LTTE] saw the West as a goldmine and an almost inexhaustible source of cash”.33 Money raised in North America and Europe was often sent to operatives in Asia to procure weapons and other war-related materials. The LTTE scoured countries with reservoirs of weapons from previous conflicts. Weapons were shipped via Malaysia, Thailand, Singapore and India where Tiger operatives could blend into Tamil communities. Front companies for weapons purchased were also allegedly established in other parts of Asia, like Cambodia and Bangladesh.34

31 See World Bank Remittance Data November 2009, available at  http://econ.worldbank.org/WBSITE/EXTERNAL/

EXTDEC/EXTDECPROSPECTS/0,,contentMDK:21352016~pagePK:64165401~piPK:64165026~theSitePK:476883,00.html.

32 Many diaspora Tamils remit money to Sri Lanka through an informal money transfer system popularly known as undiyal.In other parts of South Asia and the Middle East the same system is referred to hawala and hundi. In Toronto there are roughly 100-150 undiyal outlets. In 2005 some outlets were handling

an estimated $25,000-$50,000 per month. For more on the Tamil diaspora’s use of informal remittance channels see R. Cheran and Sharryn Aiken “The Impact of International Informal Banking on Canada: A Case Study of Tamil Transnational Money Transfer Networks (Undiyal), Canada/Sri Lanka”, 2005,

available at www.apgml.org.

33 Crisis Group interview, Western academic, London, July 2008.

34 Crisis Group interviews, Bangladeshi intelligence official, Dhaka, August 2009, and Western security analyst, Bangkok, November 2009. Weapons procured by the LTTE generally travelled along clear transportation routes. Consignments procured in North East Asia went via Malacca and Singapore

to the Bay of Bengal and then on to Sri Lanka. Arms from Cambodia, Vietnam and Burma transited through Thailand and were loaded onto vessels at the southern port of Ranong for the trip across the Bay of Bengal. Weapons from Eastern Europe, Ukraine and the Middle East went through the Suez Canal, around the Horn of Africa and across the Arabian Sea to Sri Lanka. Munitions acquired in Africa used ports in Liberia, Nigeria and Angola. After rounding the Cape of Good Hope, these vessels used Beira in Mozambique and ports in Madagascar, before crossing the Indian Ocean to Sri Lanka. In 2008 Canadian

intelligence sources suggested that Singapore and Hong Kong formed the communication hub of the LTTE weapons procurement network where cells in Thailand, Pakistan and Burma were coordinated, “effectively plugging the LTTE into the booming arms bazaars of Southeast and Southwest Asia”. See Peter Chalk, “Commentary No. 77: Liberation Tigers of Tamil Eelam’s International Organization and Operation – A Preliminary Analysis”, Canadian Security Intelligence Service,
U.S. State and Treasury Department officials estimate that during the war the LTTE earned between $100-$200 million a year worldwide.35 The Tigers depended on a complex global network of managers to raise funds, which were often invested in legal operations like restaurants

and real estate.36 Funds were generated through other activities, such as passport forgery, narcotics and human trafficking.37 Significant funds also came from individual contributions through community temples, cultural and political events such as Thaipongal38 or Pongu Thamil,39

and other activities held in support of Tamils in Sri Lanka. For large events in Toronto and London, such as Prabhakaran’s Heroes’ Day speech, organisers rented banquet halls for as much $50,000 a day. Donations during the events however could earn the Tigers four to fives time that.40 A London police officer who attended one event explained that, “Buckets were passed around at these events and Tamils were expected to fill them up with cash and coins. There were a lot of buckets”.41 Substantial amounts were also collected through systemized donations or “taxes” to ensure a regular flow of income. In Canada the minimum tax was roughly $30 per person or family per month depending on an individual’s income, while in Switzerland it ranged from $50 to $100.42 Commenting on its fundraising efficiency, a Swiss Tamil said, “The LTTE has the best [financial] network after the Catholic Church here”.43 In the U.S., funds were raised among a small group of wealthy Tamils. U.S. officials estimated their contribution at roughly

$10-$20 million a year.44 The Tigers were also notorious for siphoning off contributions from relief NGOs and charitable organisations. But not all the money went to Sri Lanka. Much of it was used to support political activities in the West. Most fundraising occurred in the open until Western and Asian governments cracked down on LTTE activity. In 1997, roughly a year after an attack on Sri Lanka’s central bank that killed some 100 people and injured over 1200 more, including two Americans,45 the U.S. State Department designated the LTTE as a Foreign Terrorist

Organisation (FTO).46 Over the following decade other countries followed suit. In 2001, the UK government officially designated the LTTE as a terrorist organisation, forcing it to shut down its lucrative London office. Front organisations, like the Tamil Rehabilitation Organisation (TRO), were later disbanded by the U.S. Treasury Department47 for terrorist financing and de-listed as charitable organisations by the UK Charities Commission.48 In June 2008, Canada’s public safety minister added the World Tamil Movement, a Toronto-based non-profit group, to Ottawa’s official terrorist list making it the country’s first community group to be proscribed as a

terrorist organisation. 
1999. See also Anthony Davis, “Tamil Tiger arms intercepted”, Jane’s Intelligence Review, February 2004, pp. 6-7 and “Group profile: Liberation Tigers of Tamil Eelam”, Jane’s Security News, 27 March 2007.

35 Crisis Group interviews, U.S. State Department and Treasury officials, Washington DC, July 2008. Other estimates put the figure between $200 and $300 million a year, with some Tamils familiar with the Tiger’s finances putting the number as high as $1.5 billion. Crisis Group interviews, 2009. Also see John Solomon and B.C. Tan, “Feeding the Tiger”, Jane’s Intelligence Review, August 2007. 36 A Tiger activist said, “LTTE fundraising always has had a criminal element to it”. Crisis Group interview, September 2009.

37 The LTTE’s fundraising strategies in the diaspora have been well documented elsewhere. For example, see “Funding the ‘Final War’”, Human Rights Watch, 14 March 2006; Daniel Byman et al., “Trends in Outside Support for Insurgent Movements”, RAND, 2001; and Shanaka Jayasekara, “LTTE Fundraising and Money Transfer Operations”, 24 October 2007 available at www.apgml.org. 38 Thaipongal is a Hindu festival celebrated mostly by Tamils on the full moon in the Tamil month of Thai, which falls in January and February. 39 Pongu Tamil (Tamil Uprising) is an annual event held in support of Tamil political rights and often associated with a separate Tamil state. Jaffna University students, working closely with the LTTE-controlled groups, first organised the event in Jaffna in early 2001 as a peaceful protest in response to alleged disappearances, deaths and abuses committed by the Sri Lankan military. 40 Crisis Group interviews, London, July and September 2008 and Toronto, October 2009. 41 Crisis Group interview, London,  42 Crisis Group interview, Toronto, June 2008 and Zurich, July 2008. 43 Crisis Group interview, Swiss Tamil, Zurich, July 2008. 44 Crisis Group interview, U.S. counterterrorism official, Washington DC, June 2008. 45 The attack occurred on 31 January 1996. 46 The LTTE was originally designated as an FTO on 8 October 1997. FTO designations are valid for two years, after which they must be re-designated or they automatically expire. The LTTE has been re-designated every two years since 1997. 47 The TRO was named a Specially Designated Global Terrorist (SDGT) under Executive Order 13224 on 15 November 2007. The designation is aimed at financially isolating terrorist groups and their support networks. Upon designation, all assets of the group held under U.S. jurisdiction are frozen and anyone within the U.S. is prohibited from dealing with the group. 48 On 10 August 2004 the British Charity Commission delisted the TRO. Its investigation into the TRO revealed that the trustees had almost no control over money that was sent to Sri Lanka for relief work. The commission concluded that the TRO representatives had liaised with the LTTE, a proscribed organization under the UK’s Terrorism Act 2000, to make decisions about where funds should be spent. Crisis Group interview, British Charity Commission official, London, July 2009.

The terrorist designations and the global focus on antiterror initiatives following the 11 September 2001 attacks significantly weakened the Tigers’ ability to raise funds and proved crucial in their demise. Many Tamils became reluctant to give to the LTTE or its front groups for fear of being arrested on terrorism-related charges. For others it was a convenient excuse to spurn monthly LTTE tax collections. According to some accounts, Tiger fundraisers became more aggressive to compensate for many Tamils’ increasing reluctance to contribute. Although they were still able collect funds, the bans made it harder for the Tigers to transfer the money abroad without attracting the attention of banking authorities. In 2006, Prabhakaran allegedly admitted the bans were hampering his ability to purchase materials to fight.49 The arrest in August 2009 of the LTTE’s top overseas operative Selverasa Pathmanathan, known as KP (see below), has probably done more to dismantle the Tigers’ financial network in the past several months than the

combined efforts of the Sri Lanka and other governments over decades. The Rajapaksa administration claims that KP has revealed the whereabouts of over 600 LTTE overseas bank accounts.50 This figure is a downward revision of an earlier government statement, which claimed that KP revealed the location of 1582 accounts. This has raised suspicion over whether government officials are hiding bank information in order to line their own pockets.51 Pro-Tiger elements in the diaspora continue to raise funds in order to carry forward the struggle for a separate state in new, non-violent forms. Several new organisations are fundraising for this purpose (see Section IV). It is fair to assume, however, that most of the money collected in the

diaspora since May 2009 has been for humanitarian and relief efforts. A number of organisations such as the International Medical Health Organisation (IMHO), a U.S.-based NGO comprised of mostly Tamil physicians, have raised over $500,000 to build health-care facilities and provide basic health care in Sri Lanka.52 A Western development official said, “It’s absurd that diaspora has to fund things like basic health care, when it is clearly the government’s responsibility”.53

49 Crisis Group interview, Dr Palanisamy Ramasamy, deputy chief minister of Penang, November 2009. Dr. Ramasamy is also a Malaysian Tamil academic and an adviser to the Transnational Government of Tamil Eelam (TGTE). For more on the TGTE see Section IV. 50 There are allegations that these confessions came as a result of torture. See “KP tortured”, Sri Lanka Guardian, 3 November 2009. 51 Crisis Group interviews, 2009. Opposition leader Ranil Wickremasinghe alleged that LTTE funds and assets recovered by the government were misappropriated by the members of President Rajapaksa’s family. See “LTTE’s arms procurer KP in limelight again”, The Nation, 6 December 2009. The government denied the allegations as well as claims the president used money from these accounts to fund his re-election campaign.
B. Muralidhar Reddy, “Colombo denies misuse of LTTE funds”, The Hindu, 18 January 2010. 52 Crisis Group interview, IMHO official, September 2009. 53 Crisis Group interview, Brussels, October 2009.
