
International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-9, Sep.-2018 
http://iraj.in 

Challenges of Channeling Workers Remittances Through Banks in Bangladesh 
 

57 

CHALLENGES OF CHANNELING WORKERS REMITTANCES 
THROUGH BANKS IN BANGLADESH 

 
SHAH MD. AHSAN HABIB 

 
Bangladesh Institute of Bank Management Plot-4, Main Road-1, Section-2, Mirpur, Dhaka, Bangladesh 

E-mail: ahsan@bibm.org.bd 
 

 
ABSTRACT- Worker remittances have been a consistent source of foreign exchange in Bangladesh that has been playing an 
important role in improving supply side in the foreign exchange market and reducing poverty level. The paper is about 
challenges of channeling workers’ remittances to come up with some policy inputs for augmenting remittances through 
banking channel. The paper found that it is now crucial for the country to ensure greater penetration of MFS in remittance 
services being within the bank led formal model. Banks must work to improve the quality of services to the remitters. 
Deposit and loan products should be developed to attract remitters through banking channels. Ultimately there is no 
alternative of designing well-thought positive and negative incentive structure for the remitters.   
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I. INTRODUCTION 
 
With the advent of computerized banking business in 
local banks and development of ICT (Information and 
Communication Technology) based remittance 
services in global economies, scopes to offer better 
services to the expatriates in remitting fund to their 
families/relatives improved significantly. 
Experiments in a number of developing countries 
have been producing evidences that use of modern 
and innovative technology may push remittance 
price/fees downward and improve quality of 
remittance services in terms of quick and secured 
transfer that might work as an incentive for the 
migrants to use formal channels in remitting funds in 
place of informal channels. In a major development 
in recent time, mobile technology has become 
popular as one of the most exciting forces shaping 
how people send and receive international 
remittances. This is helping to reduce costs, 
improving speeds, and resulting comforts to the 
senders and receivers. However, the positive changes 
are also bringing in associated challenges and 
unforeseen risks. On the one side, the technology has 
challenges of the lack of enabling regulation, limited 
understanding of the business models of new digital 
players, low levels of customer trust, and the 
established nature of cash-based transfers. And on the 
others, the use of technology might even make the 
scenario more difficult for the formal sector to 
compete with informal sector, and there might be 
greater scope for regulatory oversight. There are also 
growing concerns of using mobile technology for 
financial crime like illicit fund transfer and money 
laundering. Worker remittances have been a 
consistent source of foreign exchange in Bangladesh 
that has been playing an important role in improving 
supply side in the foreign exchange market and 
reducing poverty level. Thus, negative growth of 
remittance flows during last almost three years 
became a cause of concerns to the policy makers of 

the country. In spite of several recent policy 
initiatives, the remittance flows are yet to receive due 
push. There are suppositions that changes in global 
policy and regulatory environments and leakage of 
remittances from formal to informal channels might 
be the reasons. It is very difficult to estimate the 
magnitude and volumes of true size of the remittance 
flows as a considerable portion of the foreign 
remittances are believed to be entering into the 
country through the informal channel; and it is 
extremely difficult to estimate the volume of informal 
flows with accuracy. There are evidences that 
informal remittance channeling remained popular for 
sending money to rural Bangladesh to a section of 
expatriate Bangladeshi workers. The system has 
proved to be efficient and dependable in general over 
the period that involves significantly less time, less or 
no formalities, and require comparatively less cost in 
channeling fund as compared to official channel such 
as banks. Lack of knowledge about banking 
procedures and involvement of paperwork and 
documentation are also notable hindrances for using 
official channels. In spite of the growing use of 
information technology, it seems not easy for banks 
to compete with the informal sector money remitters. 
On the above background, the paper examines the 
challenges of channeling workers’ remittances to 
come up with some policy inputs for augmenting 
remittances through banking channel. Literature and 
secondary information on the remittance flows in 
global and Bangladesh context and published data 
sources on the remittance businesses of commercial 
banks are key information for the paper. A few cases 
are accommodated to attain the objectives of the 
study. 
 
II. TRENDS OF WORKERS' REMITTANCES IN 
SOUTH ASIA AND RECENT GLOBAL 
DEVELOPMENT 
There are over 250 million migrants working and 
living in countries far from home and they are 
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supporting their families and friends through global 
money transfers [3]. Available data and evidences 
indicate handy facts that reflect the significant 
contribution of migrants to their families and their 
home country; and Bangladesh is amongst the top ten 
recipient countries.   
 

 
Fig. 1: Share of remittance receiving countries in South Asian 

Countries (World Bank, 2017) 
 
In regard to the status of remittances in South Asian 
countries, India receives lion share of remittance 
among the south Asian counties by around 59 percent 
followed by Pakistan by around 18 percent. 
Bangladesh is the third most remittance receiving 
record by 11.52 percent among the South Asian 
counties in 2017 [1]. However, the market share of 
Bangladesh even amongst South Asian countries 
decelerated sharply during last three years.  
 

 
Fig. 2: Bangladesh’s Remittance Market Share in South Asia 

(Based on World Bank, 2017) 
 
Remittances to the South Asia region declined by 6.4 
percent in 2016 in the face of lower oil prices and 
fiscal tightening in the GCC countries [2]. Moreover, 
‘nationalization’ policies aimed at lowering the 
unemployment rate of nationals have slowed 
employment of foreign workers, impacting remittance 
flows to South Asia. Remittances to India declined by 
8.9 percent in 2016; in Bangladesh, remittances 
declined by an estimated 11.1 percent in 2016; in 
Pakistan the 12 percent growth witnessed in 2015 
moderated to an estimated 2.8 percent in 2016. In 
2016, remittance flows to Nepal declined by an 

estimated 6.7 percent from the previous year’s high 
level. The economic slowdown in Saudi Arabia and 
Kuwait and lower demand from Malaysia and some 
GCC countries have caused difficulties, as observed 
by the World Bank. 
Several recent global developments in regard to 
policies and regulations of host countries, approaches, 
economic conditions, technological developments 
and di-risking have come up in literatures [4]; [5]; [6] 
as factors affecting remittance industry and flows to 
the developing countries.  
 
A. Control and Nationalization Trends and Di-
risking 
Against the backdrop of weak exports and falling 
levels of international reserves, several remittance 
recipient countries imposed exchange controls. In 
addition, structural constraints, such as de-risking 
behavior by international correspondent banks, 
continued to increase the regulatory burdens on 
money transfer operators, especially smaller and 
newer players.  
 
B. Responses to Demand Driven Services 
The socio-economic profile of immigrants and their 
needs as customers have changed in recent years. In 
the past, immigrants were low paid, but now they 
earn more and as a result are looking for new services 
beyond simply sending cash home, like capabilities to 
transfer bank credits and manage money in more than 
one country.  
 
C. Evolving Virtual money and Technology 
Platforms  
Block chain technologies are in use to reduce the cost 
of remittances. Such technology and platform is able 
to lower the cost of sending remittances by removing 
correspondent banks from the transaction chain. Such 
technology removes the dependency on the USD as a 
middle currency.  
 
D. Consolidation of Money Transfer 
Organizations (MTO)/Entities 
The global remittance industry is dominated by a few 
players, notably Western Union, MoneyGram, and 
Ria. The rest of the market is fragmented, with 
smaller players facing increasing regulatory costs and 
compliance requirements.  
 
E. Taxes on Outbound Remittances 
Recently, several high-income countries that are host 
to many migrants have been considering taxation of 
outward remittances in part to raise revenue, and in 
part to discourage undocumented migrants. A tax on 
remittances is driving these flows to unregulated, 
informal channels.  
 
F. New Entrants and Mobile Money Based 
Transfer 
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Over the past few years, new entrants have 
successfully leveraged these digital platforms to 
compete with established, traditional remittance 
providers in scale and fees. Although established 
providers still dominate the global remittance market 
with large customer bases, extensive agent networks, 
and a high degree of brand recognition, digital 
startups have been growing at a tremendous rate.  
 
Other than these, the refugee crisis during 2015 and 
2017 contributed in the migration trends and 
remittances. Moreover, increased cost of living and 
USD appreciation against many of the host countries 
is amongst the key determining factors of the recent 
falling remittance trends.  
 
III. REGULATORY AND POLICY RESPONSES 
FOR SUPPORTING MIGRANTS AND 
AUGMENTING WORKERS’ REMITTANCES 
IN BANGLADESH 
 
Bangladesh government has undertaken various 
initiatives to encourage remittance flow and utilize it 
for economic development. A separate ministry has 
established to ensure welfare of the expatriate 
workers and increase of the overseas employment. To 
support the process, the government has established 
different sister organizations and is offering different 
investment instruments to encourage remittance flow. 
Moreover, to boost investment, the government is 
providing tax holiday and exemption for investment 
of any venture by non-resident Bangladeshis.  
 
In response to the recent development of slowdown in 
remittance flows, policy makers of the country came 
up with several initiatives. A new drawing 
arrangement system has been set up to ease the 
transfer of remittance between commercial banks and 
foreign exchange houses. The necessary security 
deposit and minimum deposit have been reduced 
between the foreign money transfer companies and 
the bank’s drawing system of the country in order to 
ensure remittance flow through banking channel. Due 
to this, it is possible to set up remittance system with 
the new money transfer companies which have role in 
reducing the expenses for sending remittance 
competitively. In order to increase the competition by 
reducing the transfer fees and exchange rate margin, 
it has been ensured that the clause ‘Pay cash 
exclusively’ should not be included in the agreement 
between multinational money transfer companies and 
the commercial banks of Bangladesh so that they 
cannot create the monopoly in the market. 
Government is also giving permission to the 
Bangladeshi banks to open exchange house abroad 
under their ownership.  
 
Bangladesh Bank, the central bank of the country, has 
set up a ‘Customer Interest Protection Center’ to 
address any remittance related complaints from NRBs 

and its beneficiary. They can directly complain to the 
Bangladesh Bank. Bangladesh Bank has also given a 
circular to all commercial banks to open ‘Remittance 
Help Desk’ in each branch. The aim of this initiative 
is to extend the quality of remittance service delivery 
for NRBs. It is also aimed to provide remittance 
related information and to ensure prompt service to 
the beneficiaries of the remittance earners. 
All the banks are also instructed to ensure the 
advertisement of different investment related 
products of the their own as well as the governments 
and the benefits of sending remittance by the legal 
channel and take necessary steps in this regard. For 
the welfare of the NRBs, the Government has already 
set up specialized banks with aiming to provide 
foreign employment and extending investment 
facilities of the NRBs. License has been given to set 
up three NRB banks by their (Non-Resident 
Bangladeshis) direct investment and these banks have 
already started their commercial operation in 
Bangladesh. 
 
Other than these, certain government initiatives have 
been contributing in governing manpower export 
market and contributing in augmenting remittances. 
For example, in recent time, Bangladesh experienced 
breakthrough in re-entering into Kuwait, Saudi Arab 
and Malaysia. After about eight years, Kuwait 
government resumed hiring Bangladeshi workers 
from February 2015. Women workers were migrating 
Saudi Arabia for last few years. 
In June 2015, the governments of Malaysia and 
Bangladesh signed a new labor recruitment 
agreement. After the announcement migration flow to 
Malaysia increased steadily. In the global platform, 
Bangladesh also played an important role in 
incorporating migration in the sustainable 
development agenda 2030.  
 
IV. REMITTANCE FLOWS IN BANGLADESH- 
CHANNELS AND CHALLENGES 
 
Overall trends of workers’ migration from 
Bangladesh show increasing but volatile tendencies to 
different countries around the globe; and both the 
amount of remittance flow to Bangladesh as well as 
the global market share of remittance of Bangladesh 
is in declining trend [7]. So the declining trend of 
remittance through the banking channel is also 
evident. The figure-3 represents the bank group-wise 
remittance flow from 2010-11 to 2016-17. 
 
All the bank groups in Bangladesh witnessed a 
declining trend for the last couple of years which is a 
serious cause of concern for the regulator. The 
significant portion of the remittance is mobilized by 
SOCBs and PCBs as they are the major stake of the 
banking sector and these two sectors observed the 
severe decline. The figure is the lowest for the last 
five years which shows a gloomy scenario of the 
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remittance flow. The two groups also witnessed a 
negative growth.  

 
Fig. 3: Bank Group-wise Remittance Flow from 2010-11 to 

2016-17 (Bangladesh Bank, 2017). 
 
Within the formal set up, MFS are being used by 
certain banks to channel remittances all over the 
country. According to the BB information (table-1), 
the volumes of remittances are very insignificant (not 
even 1%). This is a sharp contradiction to the survey 
observation of the study, where a considerable 
number of remitters/recipients claimed to be using 
MFS to send or obtain remittances. It is found that, 
over 14 percent funds were remitted through MFS, 
does not match with the Bangladesh Bank data [7].  
 

TABLE 1 
REMITTANCE TRANSFER THROUGH MFS [MILLION USD] 

Remittanc
e 
Distributi
on 

2014 2015 2016 2017 
(upto 
June) 

MFS 37.95 38.15 74.71 45.35 
Total 14942.

7 
15316.9
4 

13610.7
7 

9990.4
5 

MFS of 
Total  0.254 0.249 0.549 0.454 
Source: BB, 2017.  

 
Banking sector of the country is facing higher 
compliance requirement in recent time in response to 
the global di-risking initiatives. During last two years, 
over 60 percent banks faced correspondent 
relationship cut in the country. Especially money 
laundering concerns are affecting banking industries 
in almost all global economies. Very recently, 
Bangladesh Financial Intelligence Unit (BFIU) has 
shown concerns on the possibilities of money 
laundering through mobile based channels. Recently, 
BFIU asked the police to investigate ‘irregular’ 
transactions by around 3,000 agents of a mobile 
money transfer service provider. The BFIU asked the 
CID to check the transactions after the Financial 
Intelligence Unit of the bank gathered ‘specific 
information’ on the dealings. It is said on behalf of 
BB that irregularities found in the inspections by 
BFIU on decreasing inflow of remittance, 
information given by MFS, complaints received from 
different sources, and information given by law-
enforcing and intelligence agencies. 

Several cases were compiled based on the 
information connected from the field. The case 
studies clearly capture the nature and extent of 
informal remittance channeling and growing 
popularity of informal MFS based transactions over 
banking services (1-5).  
 

MINI CASE 1 
AGENT OF MOBILE FINANCIAL SERVICES ENGAGED 

IN HUNDI BUSINESS 
Mr. Karim, a hundi businessman, along with his 
maternal uncle is doing this business for two decades 
in Noakhali- a district of Bangladesh. He has a good 
number of clients who prefers this medium for 
transferring money from abroad. His brother-in-law 
Mr. Iqbal resides in Saudi Arabia. Mr. Iqbal has a big 
friend circle and they are used to send money by 
hundi. Apart from this business, Mr. Karim has the 
agency of different mobile financial services such as 
Bkash, Rocket, M-Cash, U-Cash etc. Recently he is 
planning to take the agency ship of Pay Pal as it has 
just entered in the market.  
Source: Based on Interviews.  
 

MINI CASE 2 
BENEFITS of MFS: AGENT PERSPECTIVE 

An agent of Bkash Mr. Mizan claimed that said that 
Bkash is the easiest and fastest channel for remitting 
money from abroad. He considers that most of the 
beneficiary of remittance is illiterate and village 
people who find it difficult to go to banks for taking 
their payments. In MFS, it takes only 5 to 10 minutes 
to get the money. There are instances of providing 
home service by the agent in case of emergency 
which is not possible by the banking channel. Mr. 
Mizan also mentioned that he has no transaction hour 
which means he provides 24×7 service which is a 
reason of making MFS popular among the 
beneficiary. Though the charge is relatively higher 
than bank but the beneficiary is willing to bear the 
cost because of other facilities provided by the MFS.  
Source: Based on Interviews.  

 
MINI CASE 3 

BENEFICIARY SHIFTED TO MFS DUE TO LONG 
DISTANCE OF BANK BRANCH 

Mr. Shihab, a cleaner in Macca, lives in Saudi Arabia 
for last 10 years. His family members are staying in a 
remote village of Feni, a small district of Bangladesh, 
which is 30 km away from nearest bank branch. Also 
the transportation from that village to the bank branch 
is not convenient. Mrs. Rahela, wife of Mr. Shihab 
also the beneficiary of the money, has to travel the 
long 30 km to take the payment from the bank and 
another 30 km to go back to her home. Also it takes 
around two hours in the bank to complete the 
formalities. This process of collecting remittance was 
continued by the family until the establishment of a 
MFS agency at the Rahela’s village. Afterwards the 
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remittance started to come through MFS as it is very 
convenient for the family. Now Rahela is very happy 
as she doesn’t need to go the bank rather the agent 
provides the service in her home which saves her 
both time and cost. 
Source: Based Interviews.  
 

MINI CASE 4 
BENEFICIARY SHIFTED TO HUNDI DUE TO HIGHER 

FORMALITIES 
Mr. Hasan is a chef in UK who has been working for 
last 5 years. His family members are staying in a sub-
urban area which is close to Sylhet, an eastern district 
of the country. Hasan send remittance occasionally to 
his family and his father used to go to the bank for 
collecting the fund. But the bank requires a number of 
documents such as NID, Photo, etc. In one instance, 
while collecting the money from the bank, Hasan’s 
father reached the bank with required documents. The 
bank officials asked the beneficiary (Hasan’s father) 
to fill up a form which is in English. Hasan’s father 
filled up the form with some difficulty and submitted 
it to the concerned officer. While checking the form 
the officer found that the signature of Hasan’s father 
does not match with NID. After discussion with the 
branch manager, Hasan’s father was given the 
money. But he got demoralized with the incidents and 
informed the issue to his son. Eventually Hasan found 
an alternative source to send the remittance to his 
father which requires no documents. The source 
delivers the fund to his father in his house. Now 
Hasan’s father is happy as he doesn’t need to fulfill 
any formalities. 
Source: Based on Interviews.   
 

MINI CASE 5 
BENEFICIARY SHIFTED TO HUNDI DUE TO WEEKLY 

HOLIDAYS IN BANKS 
Mr. Jamal is working in Malaysia for last 12 years. 
He used to send remittance for maintaining his family 
through banking channel. In one occasion, his 5-year 
old daughter was suffering from severe fever. Sharifa, 
Jamal’s wife, took her to the local doctor for the 
treatment. After examining the patient, the doctor 
advised to take her to the nearby hospital as the 
condition is critical. Sharifa called Jamal to inform 
the situation and requested him to send some money 
so that she can pay the hospital bills and other 
treatment related costs. But unfortunately it was 
Friday and she could not withdraw the money from 
bank before Sunday as Friday and Saturday is weekly 
holidays for bank. In such a situation, a friend of 
Jamal showed an alternative route to transfer the 
money to his wife. Jamal had no other alternative but 
to accept it and eventually he used hundi to send the 
money to his wife. Sharifa received the money within 
the shortest possible time and the little daughter was 
admitted to the hospital. After this incidence, Jamal 

started sending money through this illegal channel 
instead of banking channel.  
Source: Based on Interviews.  
V. SUMMARY OBSERVATIONS AND 
RECOMMENDATIONS 
 
Global published data clearly indicate slowdown of 
remittance inflows in the Global economy as a whole. 
Almost all developing economies are experiencing 
stationary state in terms of remittance inflows during 
2015-2017. South Asian countries in general and 
Bangladesh are no different. However, the available 
data reveal shirking of market share of Bangladesh in 
the Globe and also in South Asia. It indicates greater 
fall of remittance flows to Bangladesh as compared to 
other developing and neighboring countries. Though 
it is not easy to identify whether this is true decline of 
remittance inflows to the country or it is an outcome 
of leakage of remittances from legal to informal 
channels, the evidences point towards growing 
popularity of informal channels in recent time.  
 
There are evidences that global development as a 
whole is contributing in remittance contraction in the 
Globe, and these factors are appeared to be relevant 
for the country as well. Especially, nationalization 
trends and di-risking initiatives are causing notable 
changes in terms of costs and compliance 
requirements. Moreover, taxes on the outbound 
remittances in some host countries and currency 
depreciation are discouraging factors for the 
remitters. On the other side, availability of virtual 
platforms is making remittance transfer smooth and 
extremely easy. These are believed to be causing 
remittance moving back to the informal sector. All 
these factors are also pertinent in the context of 
Bangladesh. The country faced notable correspondent 
relationship cut during last three years in response to 
the di-risking actions.   
 
Bank led model is the formal and legal channel of 
remitting workers’ fund to the country. Over the 
years, the banks have improved their efficiency in 
channeling remittances by collaborating with 
exchange houses, MTOs, local branches, MFIs, and 
MFS in terms of speed, cost, and quality of services. 
Though remitters invest to the government bonds 
through banks, however, banks generally do not have 
banking products targeting remitters of the country. It 
probably indicates the growing acceptability of MFS 
in remittance services. However, there are also 
evidences of growing popularity of MFS in 
channeling remittances using informal channels. It is 
revealed several instances of dissatisfaction in regard 
to banking services on the part of recipients. It is now 
crucial for the country to ensure greater penetration of 
MFS in remittance services being within the bank led 
formal model. Banks must work to improve the 
quality of services to the remitters. Deposit and loan 
products should be developed to attract remitters 
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through banking channels. Ultimately there is no 
alternative of designing well-thought positive and 
negative incentive structure for the remitters.  
Considering, lack information and awareness in 
connection with available legal and illegal channels 
of sending remittances, policy makers, banks, MFS 
companies, and electronic and print media should 
play due roles promoting awareness.  
 
REFERENCES 
 
[1] World Bank and KNOMAD, Migration and Remittances: 

Recent Developments and Outlook Special Topic: Return 
Migration, MIGRATION AND DEVELOPMENT BRIEF 
28, 2017. 

[2] World Bank and KNOMAD, Migration and Remittances: 
Recent Developments and Outlook Special Topic: Return 
Migration, MIGRATION AND DEVELOPMENT BRIEF 
27, 2017. 

[3] World Bank, Migration and Remittances: Recent 
Developments and Outlook, World Bank Group-KNOMAD, 
2016.  

[4] E. Sophie, Five trends affecting the remittance industry 09 
December 2016: https://www.devex.com/news/5-trends-
affecting-the-remittance-industry-89275.  

[5] H. Cuevas-Mohr, “The Taxing of Remittances in the US.” 
International Money Transfer Conference, Gonzales, LA, 
2016.  

[6] M. Froilant, and G Naufal,“Taxing Remittances: 
Consequences for Migrant Labour Populations in the GCC 
Countries.” GLMM - EN - No. 1/2016. Gulf Labour Markets 
and Migration, 2016.  

[7] Bangladesh Bureau of Statistics (2016), Report of the Survey 
on Investment from Remittance (SIR)  

 
 
 
 
 

 


