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Introduction 
  
People usually migrate internationally to change their destiny. This international migration 

transforms not only the destiny of individual migrants but also the conditions of their families living 

in their own country. Remittances have become the most powerful means to maintain relationship 

with migrants with their societies of origin. International migrant remittance or simply remittance 

is the surplus portion of earnings sent back by nationals or the expatriate community from the 

country of employment. Over the years remittance has emerged as an important source of 

external development finance. Lower middle-income countries apparently receive the largest 

amounts, but remittances may constitute a much higher share of the total international capital 

flow to low-income countries. To further emphasize the development dimension of migrant 

transfers, remittances seem to be more stable than private capital flows and to be less volatile to 

changing economic cycles.  It may, therefore, be concluded that monetary remittances play a most 

important role in the accounts of many developing countries and are crucial to the survival of poor 

individuals and communities around the world. The emphasis of development policy is now firmly 

on poverty alleviation and the achievement of the Millennium Development Goals, which, in 

addition to the eradication of extreme poverty, also envisage improvement of health and 

education, gender equality and empowerment of women, the reduction of infant and child 

mortality, access to safe drinking water and sanitation, and the improvement of the lives of both 

rural and urban poor people. 

 
Global Migration and Remittance Flow  
 

Migration is a multifaceted and complex global issue, which today touches every country in the 

world. It is assumed that 190 sovereign states of the world are now involve with migration process 

either as points of origin, transit or destination for migrants; often all three at once. According to 

the UN’s current official estimation there are 175 million migrants globally. Although data 

permitting the estimation of the global number of international migrants for more recent periods 

are not yet available, extrapolation of past trends indicates that the number of international 

migrants may reach between 185 million and 192 million in early 2005.1 It is assumed that women 

now constitute almost half of all migrants and dominate in migration streams to developed 

countries.2 

According to a of International Fund fro Agricultural Development (IFAD) it is an estimated 150 

million migrants worldwide who sent more than US$300 billion to their families in developing 

countries during 20063. In 2005, officially recorded remittances worldwide exceed US $ 232 billion. 

Of this, developing countries received US$167 billion, more than twice the level of development 

aid from al sources.4 In 2002, a study was commissioned by the Multilateral Investment Fund of 

the Inter-American Development Bank, which estimated the worldwide flows of remittances by 

region. The study concludes that Latin America and the Caribbean are the main recipient areas of 

                                                 
1 These UN statistics are based on data from governments, which can include some irregular migrants and reported at World 
Migration 2005: Cost and Benefit of International Migration, Volume 3, IOM World Migration Report Series, Geneva.   
2 The Good, The Bad, The Promising: Migration in the 21st Century, UNFPA State of World Population 2006, website: 
http://www.unfpa.org/swp/2006   
3 IFAD(2006), Sending Money home: worldwide remittance flows to developing countries 
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remittances in the world, receiving about 31 per cent of total flows. South Asia is the second-

largest remittance recipient area (20%), followed by the Middle East and North Africa (18%), East 

Asia and the Pacific (14%), Europe and Central Asia (13%) and Southern Africa (5%)5. An 

interesting finding is that one or two countries in each region receive over 50 per cent of the total 

flow to the region. For example India, the world’s largest remittance recipient country, accounts 

for 73 per cent of the total flow to South Asia; Mexico accounts for 34 per cent of the flow to Latin 

America and the Philippines for 43 per cent of the flow to East Asia and the Pacific. 

 
Migration Scenario in Asia  
 

It is estimated that the number of Asian migrants up to 2005 was around 53.3 million, which 

accounts for 28 per cent of world total migrants and among them 45 percent were women.6 The 

nine largest Asian immigrant exporting countries – the Philippines, India, Bangladesh, Pakistan, 

Indonesia, Thailand, China, Sri Lanka and Myanmar – together contribute between one-half and 

two-thirds of all legal immigrants and refugees to the international migration stream7. Among 

these countries, China has been considered as the country of origin of highest migrants with the 

estimated number of 30 million8. The estimated Indian migrant throughout the world is 20 million9. 

The Philippines has been considered another large migrants exporting country in Asia and it is 

estimated that about 7 million Filipinos are leaving and working abroad. The total number of 

migrants from Bangladesh is 4.4 million10.     

 
Remittance Flow in Asia  
 
According to a study jointly commissioned by International Fund fro Agricultural Development 

(IFAD) and Inter-American Development Bank (IDB) on Global Map of Remittance Flows to 

Developing Nations, migrant workers sent home more than US$300 billion to their families in 

developing countries in 2006. According to the study, Asia was the top remittance destination in 

2006, receiving more than US$114 billion, the highest regional total in the world. India and China 

are the top recipient countries, receiving US$24.5 billion and US$21 billion respectively. Among 

the other top remittance recipient countries of Asia are Philippines (US$ 14.65 billion), Bangladesh 

(US$ 8.19 billion), Pakistan( US$ 6.24 billion), Sri Lanka(US$ 3.43 billion),  and Nepal (US$1.14 

billion).  

 
Utilization Pattern of Remittances  
 
It is obvious that remittances play a significant role for poverty alleviation in most of the Asian 

countries. If the utilisation pattern of most of the remittances recipient Asian countries is closely 

observed, it will be found that a large portion of remittances are utilised in non-productive 

                                                                                                                                                     
4 Global Economic Prospects 2006, Economic Implications of Remittances and Migration, The World Bank, Washington DC.   
5 Sorensen, Ninna Nyberg, The Development Dimension of Migrant Remittances, Migration Policy Research, Working paper 
series No-1, June 2004, IOM.  
6 Population Division of the Department of Economic and Social Affairs of the United Nations Secretariat, Trends in Total 
Migrant Stock: The 2005 Revision, website: http://esa.un.org/migration  
7 The source of this information is World Migration 2005: Cost and Benefit of International Migration, Volume 3, IOM World 
Migration Report Series, Geneva.   
8 Report of the Global Commission on International Migration 2005, website: http://www.gcim.org/en  
9 International Organization for Migration(IOM) website: http://www.iom.int  
10 Bureau of Manpower, Employment and Training(BMET),2006; website: website: http://www.bmet.org.bd  
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investment like to repay debts incurred for migration, household expenditures, building new house 

or reconstruction of house, purchasing home appliance or furniture, health and education 

expenditures. In Philippines, it is estimated that more than 80 percent of remittances are utilised 

for non-productive investment11. The utilisation pattern of remittances is also same for other Asian 

countries. In Bangladesh, it is also found from a study that more than 80 percent of remittances 

are used in household consumption and non-productive investment12.    

 
Remittances and Economic Development in Asia  
 
Remittances have positive impact on macro, meso and micro level of the economy of Asian 

countries. Although more than half of the amount of remittances are still transferred through 

informal channel, but it has been contributing for overall economic development of the country of 

origin. The ‘formal’ system means the transferring through banking system and the ‘informal’ 

system can be through hundi system, friends and relatives, hand carried etc. Hundi is an ancient 

and informal method of funds transfer and part of Bangladeshi culture. Other countries have 

different names for the same system - Hawala in parts of India and the Middle East, Fei’chen in 

China, Padala in the Philippines. Remittances to the Philippines from its overseas workers, 

equivalent to 11–12% of GDP, continue to provide impetus to consumption and to modest rises in 

overall growth13. According to Global Economic Prospect 2006, remittances contribute 11.7% to 

the GDP of Nepal. In Bangladesh formal remittance flow contributed 6% to GDP in 2004 and if 

informal channels were calculated then the contribution to GDP would be 9-10%14. Remittances 

have also contributed to the GDP of China, India, Pakistan, Sri Lanka and other Asian countries.    

 
Remittances and Microfinance  
 
Microfinance has been considered as an effective tool for poverty alleviation. The Asian 

Microfinance sector has been considered as predominant in terms of outreach, performance and 

diverse nature. The Asian Microfinance industry covers 83 percent of Global Microfinance 

accounts.15 The Asian Microfinance sector is known as poverty focus and pro-poor. If the 

socioeconomic condition of most of the Asian migrants are critically analysed, it would found that 

most of the migrants come from poor family. So there is an opportunity for the MFIs to work with 

these remittances recipient families. Some of the Asian MFIs have already involved in remittances 

transfer process, savings mobilisation from remittances recipient families and included them in 

Microfinance or Microenterprise programme.  Some prominent MFIs or NGOs of Asia like ACLEDA 

Bank of Cambodia, Bank Dagang Bali of Indonesia, BRAC in Bangladesh etc. are involved in 

                                                 
11 The main source of this information is Bagasao Ildefonso F., Jr., Tapping Filipino Migrant Remittances for Local Economy and 
Development:  Issues, Case Studies and Recommendations for Policy Consideration, a paper for presentation to the Ateneo 
Policy Center, October 11, 2005, reported in Coronel. F.K, Towards Greater impact of Remittances on children’s rights 
realization-Philippines paper, UNICEF, Philippines, January,2007   
12 The main source of this information is Siddiqui, Tanseem and Abrar, R. Chowdhury (2003), Migrant worker remittances and 
Microfinance in Bangladesh, ILO, Working paper no.38, Dhaka, September 2003, reported in Hasan, Rashed, Al. INAFI 
Bangladesh Working Paper Series No.1, Harnessing Remittances for Economic Development of Bangladesh, May 2006.   
13 Asian Development Outlook 2006- Update, Asian Development Bank 
14 The main source of this information is DFID Bangladesh, UK-Bangladesh Remittance & Payments Partnership (RPP) Project, 
Project Memorandum & Annexes, December 2005., reported in Hasan, Rashed, Al. INAFI Bangladesh Working Paper Series 
No.1, Harnessing Remittances for Economic Development of Bangladesh, May 2006.   
15 The main source of this information is Christen, Rosenberg, and Jayadeva, “Financial Institutions with a ‘Double Bottom 
Line’,” Occasional Paper No. 8, CGAP, July 2004, reported in Access for All: Building Inclusive Financial Systems, Consultative 
Group to Assist the Poor(CGAP), 2006  
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transferring proves of remittances through Western Union and other service providers. In 2002, 

ACLEDA Bank transferred US$28 million. Besides, the World Council of Credit Unions (WOCCU) has 

also promoted remittance business within its affiliate credit unions. It has developed an 

International Remittance Network (IRNet), and through a partnership agreement with the Vigo 

Remittance Corporation, has become active in providing money transfer services to members of its 

affiliated credit unions16. In Bangladesh, BRAC Bank Ltd. is using its own branches as well as the 

Microfinance network of BRAC to transfer remittances in rural areas.17  

 
Remittances and Microfinance: Role of INAFI Asia Member 
Organisations (MOs)  
 
If the trend of remittance transfer of Asian countries critically analysed, it would be found that 

almost half of the remittances are transferred through informal channel. The main reasons of using 

informal channels to transfer remittances by the migrants are lack of availability of formal 

channels in host and home country, time consuming, sometimes high transfer costs etc. Moreover, 

inadequate infrastructures of formal channels like banks in the remote rural areas also take more 

time to transfer remittances. As Microfinance Institutions (MFIs) have wide network in the remote 

rural areas, so they have comparative advantage to transfer remittances. But due to regulatory 

constraints, it is difficult for MFIs to involve directly in remittance transfer process. The MFIs can 

involve in remittance transfer process indirectly working as an agent of mainstream commercial 

banks. Some Member Organisations (MOs) of INAFI Asia are involved in different activities for 

families of Migrants. The most of the MOs of INAFI Asia, which are working for migrants, are either 

involved in transferring process of remittance or migrant rights and safe migration advocacy 

programmes.  Among the Asian MOs, it is identified that at least 6 MOs of Bangladesh, Philippines 

and Nepal are directly involved with remittance transfer process.  

Bangladesh: In Bangladesh, BRAC one of the largest MOs of INAFI is involved with remittance 

transfer process. BRAC Bank Ltd has agreement with Western Money Union for remittances 

transfer in Bangladesh and BRAC Bank is using the Microfinance network of BRAC for transferring 

remittances in the rural areas. BRAC has more than 2800 field offices all over Bangladesh and all 

of these offices are involved in remittance transferring process. It is easy for BRAC to provide 

remittance services through these offices to people of Bangladesh and non-resident Bangladeshis 

so that people of Bangladesh as well as people living abroad, can quickly and safely avail 

remittance service. To provide remittance transfer services, at first BRAC enlists migrant workers 

families through survey and register their names who are interested to receive their remittance 

through BRAC and BRAC Bank. The registration fee is Tk.100/= (US$1.5) only. Once the 

formalities are finished, the receiver is requested to   inform the sender(s) to remit by Western 

Union through BRAC Bank. Recently, BURO Bangladesh has launched a project with the support of 

DFID to transfer remittances. Besides, Thengamara Mahila Sabuj Sangha(TMSS) has been involved 

in countrywide internal money transfer.     

                                                 
16 Fernando, Nimal, A. Workers Remittances and Microfinance: The Neglected Nexus, Asian Development Bank Newsletter, 
Volume 4, Number 2, June 2003 
17 Hasan, Rashed, Al. INAFI Bangladesh Working Paper Series No.1, Harnessing Remittances for Economic Development of 
Bangladesh, May 2006 
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India: A few of INAFI India members such as DHAN Foundation, Grameen Development Services 

are working with domestic migrant workers. DHAN Foundation is exploring the possibility of 

working with migrant workers in South East Asia.  Some INAFI India members are also planning to 

start microfinance programmes for the families of migrant workers. Due to regulatory constraints, 

MOs of India can’t directly involve in remittance transfer process.   

Nepal: In Nepal, 3 MOs like Nirdhan Utthan Bank Ltd(NUBL), Women Cooperative Society(WCS) 

Ltd, and Swabalamban Bikash(SB) Bank are involved with remittance transfer process. NUBL 

accepts remittance as being the agent of local commercial banks. It is accepted through web and 

paid to beneficiaries through our networks. The average daily payout is around NPR 800,000. WCS 

accept remittances through Western Union and makes payment. SB Bank is a sub-agent of 

commercial bank for remittance service. It also provides loan for migrant workers.   

Philippines: 2 MOs of Philippines i.e. Lagawe Highlands Rural Bank Inc and Rural Bank of San 

Leonardo Inc are also involved in remittances transferring process.  

Besides, some MOs of INAFI Asia like MOs from India, Pakistan and Sri Lanka are planning to 

involve in remittance transfer process and also develop savings, credit and insurance products for 

migrants and their families with the cooperation of INAFI Asia.    

 
Constrains Facing by MOs  
 
The MOs which are involved in remittance transfer process are facing several constrains. The main 

constraints are regulatory, technological, operational, and financial.  

Regulatory constrains: According to regulation, the MFIs can’t directly involve in remittance 

transfer process. The MFIs can only involve in remittance transfer process by act as an agent of 

commercial banks. This increases the cost and time of transfer. 

Poor Technological Infrastructure: The MOs of INAFI Asia are facing problems due to poor 

technological infrastructure. The most of the MOs, which are involved in remittances transfer 

process, have poor technological infrastructure. They don’t have modern technology like mobile 

phone banking, ATM, debit / credit card facilities, computer and internet facilities.   

Lack of capacity: The MOs of Asia have lack of capacity to use modern technology for efficient 

and cost effective money transfer.    

Inadequate Cash flow: Sometimes MOs face cash flow problem at rural branch level for 

remittance payment.      

Few/No Financial Products for migrants’ families: The most of the MOs are not offering 

financial products like savings, credits and insurance products for the families of migrants.  

No Business Development Services:  The most of the MOs don’t have business development 

services to the enterprises of the families of migrants.    

 

Recommendations  

INAFI Asia critically analysed constrains facing by its MOs. Based on analysis following 

recommendations are provided:  

Creating enabling Regulatory environments: To create enabling regulatory 

environment; campaign and advocacy are required by involving government officials, 
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central bank, donors, civil society and MFIs. In this regard, INAFI Asia could play an 

important role for advocacy and campaign.  

Improve Technological Infrastructure: The MOs can improve its technological 

infrastructure by using modern technology like mobile phone banking, ATM, debit / credit 

card facilities, computer and internet facilities. INAFI Asia could help the MOs by 

providing update information about modern technology used in money transfer.  

Capacity building: The capacity of MOs should be developed to use modern technology 

for efficient and cost effective money transfer.   INAFI Asia could also undertake capacity 

building programme to increase the efficiency of its MOs. 

Available Cash flow: The MOs should develop efficient fund management process and 

also identify different sources of funds (both internal and external) for Microfinance 

programme. The adequate funds for Microfinance will ensure available cash flow for 

remittance payment. INAFI Asia could help its MOs to identify potential fund providers.    

Develop financial products: It is very important to offer savings, credit and insurance 

products for the remittance recipients. So the MOs can develop different financial 

products for the beneficiaries based on their demand. As INAFI Asia has diverse 

knowledge on savings, credit and insurance, so it can help MOs to develop financial 

products.  

Provide Business Development Services: The MOs can provide business 

development services to the enterprises of remittance recipients. In this regard, INAFI 

Asia could provide necessary trainings to the staffs of MOs.      

  

Conclusion     
 
Remittances play a significant role at Micro, Meso and Macro level of the economy in the 

Least Developed Countries (LDCs). Remittances also help LDCs to keep their positive 

balance of payment. If MFIs could be involved in remittance transfer process then the 

remittance recipient families will be benefited. Moreover, if MFIs offer savings, credit and 

insurance products; and also provide business development services to the enterprises 

of remittance recipients then it will have positive impact at Micro, Meso and Macro level 

of the economy. Remittances play an important role to reduce both human and income 

poverty in Asian countries. INAFI Asia believes that remittances will play a role of 

catalyst in the poverty alleviation process and United Nations Millennium Development 

Goals (MDGs).   

 
 
 


