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Challenges and Opportunities for Banking Remittances 
Key Elements Needed to Develop a Strategy to Bank Recipients of Remittances 

 
 
In 2006 an estimated U.S.$300 billion in remittances—over 2 percent of U.S. gross domestic 
product in the same year—were sent worldwide by approximately 150 million immigrants.1  With 
such high volume it is no wonder that financial institutions, payment companies, and money-
transfer organizations have been trying to tap into this market, not only to offer money-transfer 
services, but also with the hope of providing access to financial services to this generally 
unbanked client base.  
 
Remittances are the financial flows that immigrants send to families in their countries of origin 
after migrating in search of better economic opportunities. They help recipient households in 
developing countries increase their disposable income, stabilize their consumption of basic needs, 
and create opportunities to save, invest, and build assets.  
 
A study carried out by the World Bank evaluated the development impact of remittances in Latin 
America and concluded that even though the estimated impact is moderate and important country 
variations exist, on the whole higher remittance flows were associated with reduced poverty 
levels and improvements in education and health indicators of recipient countries. The study 
noted a positive link between remittances and entrepreneurship, its effects varying considerably 
by income quintile. The study also found that households save a portion of remittances and 
among poorer recipient households this savings rate increased.2  
 
Increasing access to financial services can help both immigrants and recipient households by 
increasing the options available for remittance use. Banking services can give these families tools 
to facilitate savings, grant access to loans, or take advantage of insurance products—financial 
tools that help them achieve their goals of improved economic well-being that spurred the 
decision to migrate in the first place. 
 
This InSight presents the opportunities and challenges that ACCION International has identified 
in the banking of recipient households as well as key findings from its work in remittances. It 
presents recommendations of six key elements that financial institutions should to take into 
account in order to develop an effective strategy to bank recipients of remittances. 

                                                 
1 “Sending Money Home,” Worldwide Remittance Flows to Developing Countries. International Fund for Agricultural 
Development, October 2007. 
2 Pablo Fajnzylber and J. Humberto López, “Close to Home,” The Development Impact of Remittances in Latin 
America. P: xi, World Bank, 2007. 
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I. Background on Our Work and Methodology 
 
Over the past six years, a team of specialists at ACCION has been working with financial 
institutions to support the offering of remittance services and the banking of recipient households 
as a way of leveraging the economic impact these funds create in developing countries. The team 
designed and analyzed market-research studies in more than eight Latin American countries in 
order to understand the consumer behavior and financial needs of both recipient families back 
home and immigrants living in the United States.  
 
Half of the studies were implemented as part of a regional donor funded project supported jointly 
by the Multilateral Investment Fund of the Inter-American Development Bank and by the United 
States Agency for International Development. The others were implemented as part of 
consultancy projects carried out for microfinance institutions (MFIs) and commercial banks. 
Meetings with ACCION affiliates to exchange best practices and lessons learned in the banking 
of recipients as well as personal interviews with financial institutions working outside the 
ACCION Network also provided very valuable contribution to the analysis.  
 
With this assessment we have also been involved in developing and piloting financial services 
and designing marketing and financial education strategies to support the banking of recipients. 
The findings presented in this InSight are based on an integrated analysis of the market research 
and consumer-behavior assessment carried out, as well as the work developing financial products 
for recipients.  
 
 
II. Strategies for Banking Remittances 
 
The banking of recipients requires more than just channeling remittances to be paid through 
financial institutions. The establishment of banking strategies is needed to ensure that recipients 
that are now coming into bank branches to pick-up remittances do effectively gain access to 
financial services. Based on ACCION’s field work and market research, six key components have 
been identified that can help financial institutions develop effective banking strategies. 
 
 
1. Assess differences in migration flows and types of remittances and impact that these 
funds have in each local context. 
Not all remittances have the same potential to be banked. It is important to develop a  
banking strategy that takes into consideration the specific characteristics of remittances in each 
local context. 
 
Differences in migration flows imply that banking strategies need to be adapted to local 
contexts. Important differences exist in the immigration flows from Latin America to the United 
States. This has an important impact on the gender, socio-economic profile, and educational 
levels of both immigrants and fund recipients. These differences in immigration patterns, in turn, 
impact how dependent recipient families are on the remittances and, thus, how remittances are 
used and what banking potential they have.  
 
For example, banking strategies in South America will need to consider that recipient households 
might tend not to be concentrated in the lowest-income segments of the market but rather in the 
low and middle-class segments. Recipients’ dependency on funds will therefore be less than what 
is seen in Central America or Mexico.  
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Consequently the development of a banking strategy for recipients needs to respond to: a) the 
different levels of dependency that exist on remittances in each country, b) the socio-economic 
profile, c) the various ways in which remittances are used, and d) financial needs of recipients in 
each country. These considerations are analyzed throughout the rest of the paper in greater detail. 
 
Some remittances have greater potential to be banked than others. Remittances are sent for 
different purposes; some of them can be banked, while others can not. It has been identified that 
receiving remittances with frequency has an important impact in determining the potential to 
bank them. Remittances that are sent during the initial years to pay for the debt incurred during 
the migration trip or funds that are not sent with frequency—such as gifts for special occasions, 
holidays, or family emergencies—have less potential to be banked. On the other hand, 
remittances that are sent with frequency to either improve the quality of life of the family back 
home or invest have greater potential to be banked. The following graph outlines the types of 
remittances that have a greater potential to be banked and the products that can be used to  
bank them.  
 
Pre-paid cards can be linked with remittances that are sent with frequency to maintain the family 
back home as a more convenient and safer mechanism to receive funds and as a payment system 
to facilitate the use of these funds for the purchase of basic household needs. Other financial 
products that can also be linked to remittances sent to maintain or improve the quality of life of 
families back home include direct-deposit into accounts, home-improvement loans, or remittance-
insurance products. Products that can be linked with remittances sent to pursue investments 
include mortgages, start-up-business loans, or programmed savings accounts.3 
 
 
 
 

 
 
 
                                                 
3 Categorization of types of remittances developed based on ACCION’s analysis and input from A. De la Peña, 
Qualitative Market Analysis , March 2008. 

Figure 1: Remittances that are sent with frequency to support families back 
home have greater potential to be banked: 
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Separate financial products are needed for immigrants and for recipient families. 
Separate financial products should be developed to meet immigrants’ and recipients’ needs. 
Initially, ACCION tested joint-transnational financial products that could help facilitate the 
implementation of joint-investment goals between the immigrant and their family back home. 
The analysis identified that these two markets—immigrants and recipients—cannot be linked by 
only one financial product. Each individual faces different financial needs; acts and makes 
financial decisions based on their own reality; has different sets of beliefs, goals, concerns; and 
has varying access to financial services. As joint investment goals are established between the 
immigrant and their family back-home, the responsibility of taking on a financial product that can 
help them achieve such goal needs to be either of the immigrant or of their recipient family 
instead of this responsibility being shared. 
 
Particularly when microcredit or mortgage products were tested in situations in which the 
immigrants acted as guarantors—sending an initial down payment or providing the monthly loan 
payments—both sides experienced uneasiness with the arrangement. On the recipient side, this 
microcredit or mortgage product was seen as creating an obligation or a compromise with their 
immigrant relative and brought up the concern that this could damage their relationship and take 
away the willingness of their immigrant relative to continue sending them money. On the 
immigrant side, it was seen that the majority of immigrants tended to have their immediate 
financial objectives centered more in the United States than back home. In many cases their 
interest to invest back home was expressed as a wish or an aspiration more than as an effective or 
immediate financial need that they were planning for. When asked in more detail, it was found 
that few of the immigrants who had expressed an interest to invest back-home had taken concrete 
steps to look for investment opportunities and few were thinking of taking such steps within the 
next year. Among immigrants that expressed an interest to buy property back-home their 
preference was for applying directly for the mortgage to build or buy the house back home 
instead of taking the mortgage in partnership with the family back-home. Even if their family was 
to live in this house, immigrants wanted to be responsible for the loan and have the property in 
their own names. 
 
When a microcredit product that both the immigrant and their family back-home could apply 
jointly for was tested in focus-group discussions, the majority of participating immigrants 
perceived that the situation in their countries of origin was not so good. They saw an environment 
difficult for business, often one of the reasons for the migration. Therefore the idea of investing in 
a business back-home did not make sense for some.  
 
2. Segment the market to better understand clients and assess which segment has greater 
banking potential. 
A key component needed in order to develop an appropriate banking strategy for remittances is 
market segmentation. Market segmentation can provide valuable inputs for developing financial 
services targeted to recipients that have greater potential to be banked and also for developing 
communication and marketing strategies that can effectively reach these potential clients.  
 
Segmentation based on the occupation of recipients. An integrated analysis of three quantitative 
studies designed by ACCION indicates that on average, majority of recipients are not 
microentrepreneurs. The main recipients, approximately one third tend to be housewives, 
followed by salaried workers and in third place, microentrepreneurs. The implication that this has 
for MFIs is that the banking of recipients presents opportunities to serve broader segments within 
the low-income market, who are not necessarily microentrepreneurs. This also implies that 
recipients will need access to financial services that go beyond microcredit, such as savings, 
insurance, or home-improvement loans.  
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Segmenting the market based on the migration cycle of immigrants and recipients. Segmenting 
the market by the stage in the immigration process, or immigration life cycle, can help determine 
how remittances are being used and the potential that exists for banking. The following analysis 
does not try to describe all the complexity of the immigration process that immigrants and their 
families experience, but rather provides a framework for understanding how remittances are used 
and what banking potential exists. 
 
Segment I corresponds to the initial years after an immigrant has arrived to the host country. 
During the initial phase remittances are sent mainly to pay for the debt that was incurred back 
home to finance the migration travel to the host country. The immigrant’s family back home uses 
these funds to pay for the debt incurred with predatory lenders or with the networks that transport 
immigrants to the United States. In some cases the family back home assumes the responsibility 
for this debt until the immigrant is stable enough to begin sending remittances. It is estimated that 
once this debt is paid—approximately one to one and a half years into the migration cycle—
remittances begin to be used mainly to improve the economic situation and the living conditions 
of the family back home.  
 
Potential products for this segment: Low-cost transactional deposit accounts or pre-paid cards. 
Since most of the remittance funds will be spent to meet basic household needs, the savings 
capacity or potential to access other financial services is lower in this phase. A low-cost 
transactional account or a pre-paid remittance card, to which funds may be directly deposited, is 
most appropriate for this segment. These products make it easier for recipients to receive funds as 
having remittances be directly deposited into an account or card enables recipients not have to go 
to a bank branch and wait in line for extended periods of time to access their money. They also 
provide greater security, as people do not need to walk out of the bank with all their remittances 
in cash. Pre-paid cards or debit cards linked to transactional accounts can also give convenience 
as payment mechanisms that can facilitate the use of remittances to pay for daily  
household needs.  
 
Segment II corresponds to the following years in the migration life cycle, approximately 2-5 
years from the time the immigrant arrived to the host country. In this phase debts incurred back 
home have generally been paid, the immigrant and his family back home are more financially 
stable, and the emotional bonds that unite them are still strong. It is in this phase that remittances 
begin to be sent for savings or investments in the country of origin and, consequently, were we 
observe a greater potential for linking these funds to financial services.  
 
After achieving economic stabilization, one of the main investment goals of immigrants and their 
recipient families revolves around their housing situation back home. Carrying out home 
improvement projects, the purchase of land for construction or the building of a home are the key 
goals in this phase. A house becomes a symbol of the economic well-being and a representation 
of the financial improvement that is being achieved through the migration.  
 
Between 6-10 years into the migration life cycle, remittances continue to be sent to increase the 
assets of recipient families or to carry out joint-investment projects. Projects to build houses are 
consolidated, and other investments are pursued—such as the purchase of cars or trucks as 
business options, the building of a second floor to be rented as an additional source of income, or 
the start of a business. However, the majority of interviews, site visits, and focus groups with 
recipients, found that the planning for the achievement of other financial goals besides those 
related to the house was not very present. 
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Potential products for this segment: programmed savings accounts, home improvement loans, or 
mortgages. This segment presents greater opportunity for banking for two reasons. As the 
immigrant becomes more stable and more integrated in the host country their capacity to send 
funds for savings or investments with more frequency increases. Also the emotional ties between 
the immigrant and their recipient family are still strong enough to facilitate the establishment of 
joint investment goals. 
 
The products that have greater potential to be offered in this phase include programmed savings 
accounts that help recipients save for education or the down payment of a mortgage and home 
improvement loans or remittance-insurance products that help secure the continuation of income 
from these funds. Mortgages adapted to the needs of immigrants also have potential in this phase; 
however it is important to take into account that immigrants carrying out home investments back-
home have mentioned savings as their primary means of purchasing or constructing homes. 
Incorporating savings as a key component in the design of these loan products could be important 
in order to adapt them to respond to the needs and ways in which immigrant families are currently 
implementing their home-construction goals.  
 
Segment III. In this phase, which for most immigrant communities can take approximately ten 
years, a very difficult process takes place for the transnational family—Immigrants confront the 
decision of either returning to their country of origin or staying to live in their host country. Often 
these decisions are made in an indirect way or by default. Immigrants postpone their decision to 
return home, or they want to return but do not concretize their plans, turning them into more 
hopes or wishes for the future. This often results in families breaking up or immigrants supporting 
two households, one in the United States and the one left back home.  
 

Figure 2: Segmenting the market by stage in the immigration life cycle helps 
determine how remittances are used and what financial products can be offered.  



 7 Challenges and opportunities for banking remittances 

Even though ties with the family back home tend to change after a period of ten years, this does 
not necessarily mean that remittances decrease or stop. However, there is a shift in the recipient 
of the remittances and how the funds are used. In Ecuador, for example, it was observed that after 
ten years into the migration period, the flow of remittances continued to be the same, but rather 
than the spouse being the recipient, immigrants sent funds directly to their children.  
In some areas of Cuenca, Ecuador, and surrounding towns where a migration wave occurred more 
than ten years ago, interviews with recipients demonstrated the reality of divided families. This 
reality was also seen in the number of houses built with an American architectural style that were 
abandoned or for sale because the immigrant that built them did not return home.  
 
In this segment remittances tend also to be sent to provide support for elderly relatives or to  
take care of children that were left behind and that will need to continue to be supported until they 
are adults. 
 
Potential products for this segment: insurance products. In all of the three segments described 
there is potential to offer insurance products that can help immigrants address one of their main 
concerns—caring for the well-being of their families back home. However, in Segment III we 
observe greater potential for insurance products that can guarantee the continuation of income 
from remittances in case the immigrant dies, insurance products that can support the education of 
children back-home, or health-insurance products to help take care of elderly relatives and close 
family members.  
 
In this phase—because the number of years that have passed in the migration life cycle have 
weakened the bond between the immigrant and their immediate family—there is less potential to 
offer financial services to help families implement joint-investment goals. There is, however, 
potential to develop products to meet the specific needs of immigrants interested in savings, 
mortgage products to help them prepare for their retirement back home, or products that can help 
recipient families achieve their own goals.  
 
 
3. Design and adopt existing financial products to meet the specific needs of recipients  
and immigrants.  
ACCION has tested potential financial products to be offered to recipients in five countries as 
well as products for immigrants with their respective immigrant communities in the United 
States. An integrated analysis of the preferences expressed for these products follows.  
 
Transactional and savings accounts. There is a stronger opportunity to begin banking recipients 
with transactional or savings accounts where remittances can be directly received and that have 
zero or low-cost fees for clients. Recipients and immigrants both found direct-deposit savings 
accounts attractive as a safer and more convenient way to receive and send remittances.  
 
However, in some countries a mistrust of banks, combined with a lack of adequate understanding 
about account fees, has created negative experiences with bank accounts. In order to make this 
service attractive and address these concerns, fees and charges associated with the account as well 
as information on how direct deposits work need to be communicated in a clear and accessible 
way to both the immigrant and recipients. In particular, remittance-payment instructions for 
depositing funds in bank accounts should be effectively communicated. Banking recipients with 
this type of bank account can also facilitate and encourage the saving of a portion of the 
money received. 
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The credit union Cooperativa Salcajá in Guatemala has been able to open savings accounts for 
approximately 60 percent of the recipients of remittances that come to their branches. This 
institution operates in a region with high migration rates and part of the success of their banking 
strategy has been due to the positive relationship that they have established with the community. 
Recipients trust the institution and have developed a sense of belonging to it. The institution has 
also packaged the product in a manner that provides added value to the client, paying a higher 
interest rate than other bank accounts and offering a free insurance product with the account.4  
 
The Mexican Association of Credit Unions from the Social Sector (AMUCSS), has seen demand 
to offer savings accounts and certificates of deposits for recipients that would like to save in U.S. 
dollars instead of in the local currency. AMUCSS has seen that many immigrants from rural 
areas, where most of their microbanks operate, migrate for six months to the United States and 
either send funds to be saved in Mexico or bring back their savings so that they can support their 
families for the next siz months. Microbanks in Mexico however, face a limitation—they are not 
able to offer saving products in U.S. dollars.5  
 
Remittance pre-paid cards. Several commercial and microfinance banks in the region have begun 
using pre-paid cards as an initial step to bank recipients and as a more cost-effective way to pay 
funds. These cards are offered as low-cost transactional accounts with simpler requirements that 
can facilitate the establishment of a banking relationship with recipients. For the bank, the card 
helps reduce operational costs by moving the payment of remittance transactions from bank 
branches to ATMs and encouraging the use of the card as an electronic payment mechanism. For 
the client, the card provides an easier and more convenient way to receive remittances, avoiding 
the long bank lines. Mining the data on card usage and remittances received through the card can 
also be used to develop banking strategies to identify clients that save and clients that qualify for 
loan products. Currently, ACCION is currently working with Visa, Inc., in the United States and 
Banrural in Guatemala to develop a marketing and communications strategy, including financial 
literacy materials to help increase card use and acceptance in urban and rural areas of the country. 
 
Remittance insurance. The product that ranked second in the testing of financial products was 
remittance insurance that would, in the event that their immigrant relative passed away, guarantee 
recipients the continuation of income received from remittance funds for a set time. It is 
important to mention, however, that in some segments of the market remittance life insurance 
could have less appeal. For example, among parents of immigrants the concept of a product that 
brings to mind the death of their son or daughter who had migrated was not well accepted, instead 
creating anxiety.  
 
Recipients also mentioned health insurance as a product that could respond to their needs, since 
on average health-related expenses constitute the third or fourth ranked uses of remittances in the 
region. Among immigrants in the United States, remittance life- and health-insurance products 
also had a good level of acceptance. Immigrants cited one of their main concerns to be the 
protection of the family back home, a need addressed by this type of insurance product.  
 
Mortgages. There is potential to offer mortgages to immigrants who wish to buy a house in their 
name in their home countries, for use either by their families or as a personal investment. In the 
development of a product strategy for mortgages, it is important to consider that in many cases 
immigrants are currently financing a construction project or the purchase of a home with their 

                                                 
4 Interview with Victor Manuel Rosal González, Cooperativa Salcajá, July 2006. 
5 Interview with Isabel Cruz, AMUCSS, July 2006. 
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own savings. This implies that a higher down-payment and the possibility that the mortgage is 
paid off more quickly should be considered in the design of the product.  
 
Several initiatives reaching out to immigrants in the United States offering mortgages in their 
countries of origin have been developed in the last couple of years. Housing fairs held in cities 
like New York and Miami bring in banks from Latin America offering mortgages to immigrants. 
Cemex´s Construmex program and Hipotecaria Mexicana are two such initiatives reaching out to 
Mexican immigrants in the United States by offering financing for the purchase or construction of 
a house back home. Banco Agrícola, with support from the Inter-American Development Bank, 
also launched an initiative to help Salvadorian immigrants access mortgages for housing 
investments back home. Banco Agrícola estimates that approximately 500,000 Salvadorian 
immigrants may be interested in buying houses in El Salvador.6 ACCION affiliates BancoSol in 
Bolivia and Mibanco in Perú are also currently offering mortgages to immigrants in the United 
States and Spain who wish to purchase houses back home. 
 
Microfinance International (MFIC), in partnership with microfinance institutions in El Salvador, 
has developed a transnational mortgage that facilitates the application and payment of loans for 
immigrants in the United States, while funds are disbursed and managed by the microfinance 
institution in the country of origin. MFIC also offers additional financial services to immigrants, 
including loans to help establish a credit history in the United States, check cashing, and low-cost 
remittance services. 
 
Fondo Mivivienda in Perú is a government program designed to help low-income, first-time 
home buyers in the purchase or construction of a house. Several banks in the country have 
developed programmed savings accounts for recipients to facilitate the saving of the down 
payment for a mortgage that would qualify under this program. Among these banks, Banco Wiese 
Sudameris and Banco Continental offer recipients a savings plan for nine months and six months, 
respectively, to encourage the use of remittances to save for the down payment for a house, worth 
30 percent of the house value, and qualify for a mortgage loan under this government program. 
 
Home-improvement loans. ACCION has also seen potential for offering home-improvement 
loans. Studies indicate recipients already use a portion of their remittances to buy construction 
materials for home-improvement projects. The potential for this product is also based on the 
importance that families give to their houses back home; a new or improved house becomes a 
symbol of how the economic well-being of the family has improved because of the migration 
process. Additionally, these specialized home-improvement loans also have potential as they 
respond to an existing need. Recipients whose primary source of income is remittances have 
trouble qualifying for traditional loans tailored for microentrepreneurs and salaried workers.   
 
ACCION has worked with Financiera FAMA in Nicaragua to offer a home-improvement loan for 
its recipient clients. In Mexico, CEMEX´s Construmex program enables immigrants to channel 
remittances for the purchase of construction material for home-improvement/construction 
projects back-home. Construmex has opened 7 stores in the United States, and families in Mexico 
can pick up the construction supplies paid by their immigrant family at any of their 4,000 
affiliated distributors. The program also offers consulting advice from Construmex architects who 
help clients design home plans and calculate how much material to deliver at what time intervals. 
From 2004-2006, the company offered its services to 4,500 immigrants living in the United States 
with this product and also with their mortgage financing products. Surveys carried out by 

                                                 
6 Inter-American Development Bank, Press Release, December 28, 2006. 
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Construmex estimate that $3 billion out of the $16 billion in remittances that were sent in 2006 to 
Mexico were intended for construction.7  
 
Microcredit. There is less opportunity to bank recipients with microcredit loans. One of the main 
challenges of banking recipients through microfinance institutions is that the majority of 
recipients tend not to be microentrepreneurs. Dependency on remittances in most countries is 
high. Remittances are the main or only source of household income for many recipients, and, 
therefore, most of these funds are used to meet basic household needs. Studies carried out by the 
Inter-American Development Bank also show that only a small percentage of remittances—
between 5 and 8 percent, depending on the recipient country—are channeled to businesses or 
other investments.  
 
Studies do show, however, potential for loans that can help recipients establish new businesses. 
Start-up loans are not products generally offered by MFIs, and, even though their portfolios have 
a higher risk and default levels, offering these loans can play an important role in leveraging the 
economic impact of remittances.  

 
 

 
Are microentrepreneurs that receive remittances better loan clients?  
 
Financial institutions today do not capture enough data on remittances received by their clients 
to be able to answer this question. Because information regarding remittances is generally not 
captured in an institution’s client database, it is difficult to determine whether remittances have 
a positive or negative impact on loan performance. In-depth interviews carried out with loan 
officers in South and Central America indicate that, in some cases, remittances tend to be used 
as a complementary source of income that helps the microenterprise increase production. 
Remittances are also used as back-up funds to help businesses go through difficult times. It is 
therefore crucial for institutions to begin capturing in their data bases information on 
remittances received by their microcredit clients so that thorough analysis and data mining can 
be carried out. With this information, parameters can then be developed in order to determine 
which type of remittances and what profile of recipients can present greater potential for credit 
products.  
 

 
 
4. Develop an effective communications and marketing strategy to bank and promote 
financial products for recipients. 
The banking of recipients requires more than just encouraging financial institutions to offer 
remittance services and having recipients walk into bank branches to pick up the funds. A 
marketing and communications strategy is needed, specially taking into consideration the 
following factors.  
 
Negative perceptions of financial institutions. Some recipients think that picking up remittances 
through a bank is more complicated and more expensive. The perception is often based on the 
negative experience that recipients have had in some countries with other financial services, such 
as savings accounts that had high maintenance fees or commission structures that were not well 
understood by clients. This negative experience and mistrust of financial institutions is then 

                                                 
7 “Live in the States build a life in Mexico,”BusinessWeek online, July 18, 2005, 
http://www.businessweek.com/magazine/content/05_29/b3943007_mz001.htm.  
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generalized, fostering the idea that all bank services will also be expensive or have a complex fee 
structure. Marketing strategies are necessary to ensure that the price of the remittance service as 
well as the fees and price structure of any linked financial product are clearly and adequately 
communicated to the recipient so that these perceived barriers and mistrust can be managed. 
 
Banking recipients requires identifying alternative sales strategies to reach these customers. 
Since the products that can be offered to recipients go beyond microcredit, it is important to 
identify effective mechanisms to sell these products that go beyond using loan officers. Providing 
incentives to branch staff, tellers or platform officers, to encourage the banking of these clients is 
one option that can be explored since these staff members are the main contact point with 
recipients.  
 
There are several examples of such outreach and selling strategies used to bank recipients. The 
microbanks working with AMUCSS in Mexico have been able to achieve high banking rates of 
recipients in the rural communities in which they work by building trust with them, establishing 
information sessions, and maintaining a high level of communication. Based on their experiences, 
this banking rate is more successful when the remittance service is incorporated from the 
beginning as part of the strategy for creating a new microbank in a rural area.  
 
Bancosol in Bolivia has successfully used a strategy to bank recipients by using a sales force  
to market and sell savings accounts and insurance products to clients waiting in line at  
bank branches.  
 
Cooperativa Salcajá in Guatemala has dedicated tellers for the paying of remittance funds in their 
branches. Tellers are also trained as sales agents, promoting and providing information to 
recipients on the products and benefits that the credit union can offer them as members. This 
customer service strategy has enabled Salcajá to increase its banking rate of cross-sell of 
recipients from an estimated 40 percent in 2004 to approximately 60 percent in 2006.8 
 
Marketing and promotions are necessary to increase the volume of remittances paid and to 
bank recipients. Microfinance institutions in Latin America face high competition from other 
paying institutions, including larger banks, retailers, or agents dedicated exclusively to remittance 
services. The use of a particular remittance service to send money back home tends to be a 
habitual purchase, and in studies immigrants and recipients expressed a high level of satisfaction 
with the existing services they currently use.  The use of promotions is needed in order to attract 
clients to use the remittance services offered by financial institutions as well as to sell the 
financial products that can be offered to them.  
 
Banco Solidario in Ecuador, developed a successful Mother´s Day campaign to open savings 
accounts for recipients. Banco Solidario works with Citibank to offer a bank-to-bank and a bank-
to-cash remittance service from the United States to Ecuador. As part of the Mother´s Day 
campaign, Banco Solidario offered a raffle for recipients that opened bank accounts during the 
timeframe of the promotion. The campaign was successful in attracting more recipients to open 
accounts with the bank.  
 
 
 
 

                                                 
8 Interview with Victor Manuel Rosal González, Cooperativa Salcajá, July 2006. 
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5. Develop Financial literacy tools to increase recipient’s access to information that can help 
them make informed decision on the use of financial services and remittance funds. 
  
In-depth interviews and focus groups with recipients of remittances have helped us understand 
the complex emotional dynamics that develop around remittances. Migration is a process that 
changes roles and responsibilities within recipient households, causing great stress to family ties. 
In some households we saw the common trend of families that had become accustomed to 
depending on remittances to make ends meet, while in other families these funds were being used 
to create assets or additional sources of income.  
 
What makes one family better able to leverage these funds for a greater economic impact than 
other familes? Our findings show that access to information, role models or life examples, and 
access to financial tools can help recipients make informed decisions on the use of financial 
services. Financial education tools can also help recipient families learn how to manage their 
household budgets, increase awareness of the potential that remittance funds can have for them, 
and encourage the planning of future economic goals.  
ACCION is working to develop financial literacy tools that can help recipients make more 
informed decisions about the use of financial services and expand the range of asset-creating and 
investment options available to them. Teaming up with Microfinance Opportunities, Freedom 
from Hunger, and Banco Solidario in Ecuador, ACCION developed a classroom training module 
intended to provide recipients with tools to help them better manage their household budgets and 
remittance funds, understand how financial services work, create awareness of the potential that 
remittances can have for helping them build assets or capital, and encourage the planning of 
future financial goals. An educational video is also being developed as part of this program to be 
used in bank branches as an alternative way to reach recipients beyond classroom training.  
 
Financial literacy tools can also support the offer of remittance products linked with remittances 
such as insurance cards or mobile banking. With increased competition in the remittance industry 
and pressure to reduce operational costs, the use of new technology platforms such as cards and 
cell phones is increasingly being explored. However, shifting clients from the traditional cash-to-
cash services to these new platforms will require time and appropriate educational strategies.  
 
 
6. Establish the right partnerships with money-transfer companies or banks in order to pay 
a high volume of remittances and facilitate linkages with financial services. 
 
Channeling remittances through an MFI requires establishing partnerships with money-transfer 
companies or banks in developed countries that offer remittance services and that incorporate the 
MFI to their network of paying agents. Because neither all remittances nor all segments of 
recipients have the same potential to be banked, it is important for financial institutions whose 
goal is to increase banking to channel a high volume of remittance transactions, allowing them to 
capture as many bankable opportunities as possible. What constitutes a high-enough volume of 
remittances is difficult to determine; this will vary both by the type of institution and by the 
institution’s capacity as a paying agent.  
 
Identifying the best type of partnerships with money-transfer-companies hinges on several 
factors: 
  
The institution’s capacity as a paying agent. The strength of an institution as a paying agent will 
facilitate the establishment of alliances with remittance companies and strengthen the institution’s 
position when negotiating contracts with these companies. Remittance companies evaluate 
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potential paying agents based on the strength of their branch-network. Does it offer national 
coverage? Does it reach locations that are not covered yet by current networks? Is the institution 
able to pay remittances in cash as well as through other products such as cards or accounts? These 
factors, as well as a solid financial performance as well as the reputation of the institution both 
domestically and among immigrants abroad, will impact the ability of a financial institution to 
gain the interest of money-transfer companies or banks.  
 
Examine the opportunities and challenges that different types of partnerships offer. Following 
are several partnership options available to financial institutions.  
 
An alliance with large money-transfer companies, such as Western Union or Money Gram will 
help ensure that your institution is offering the service of a company has a strong presence in the 
immigrant’s new country. These companies channel an important volume of remittances 
worldwide and enjoy high brand recognition and a solid reputation for reliable services. When 
evaluating an alliance with one of these larger companies it is important to consider whether the 
agreement will classify the financial institution as a payment agent or as a sub-agent of the 
company’s representative in the local country. This classification impacts commissions, 
marketing funds and overall operational support. In competitive markets where there are already 
many banks or retail stores paying remittances, an institution might only be able to work as a sub-
agent of institutions that represent Western Union or Money Gram locally. Additionally, financial 
institutions partnering with a large remittances company might be asked to sign an exclusivity 
contract, as in the case with Western Union. In regards to price, the fees that these companies 
charge immigrants for their remittance services tend to be the highest in the market. The banking 
of remittances also presents greater challenges when working with these companies, as 
remittances payment instructions are not accessed in a way that can facilitate, for example, the 
direct deposit of funds into accounts or cards. All these points need to be weighed appropriately.  
 
A second option can be to establish multiple alliances with medium and small money-transfer 
companies such as Ria Envia, Sigue, Quisqueyana, La Nacional, and Viamericas. Working with a 
medium or small company can facilitate the banking of remittances, as remittance-payment 
instructions are sent in ways that can easily interface with the institution’s core banking system 
and its financial products. These companies do not require exclusivity contracts, and the 
remittance fees charged to immigrants tend to be lower than those of Western Union or Money 
Gram. However, this also implies that the commissions that a financial institution receives from 
these companies for paying remittances will also be lower. Additionally, the set up costs with 
these smaller companies can be high, both in terms of time needed to negotiate and sign contracts 
as well as to establish the technological interfaces required in order to link the remittances 
payment instructions sent and the institution’s banking system. If your financial institution is 
going through a change in its core banking system or does not have a strong technology team that 
can implement these interfaces, this option might not be the best strategy. However, for 
institutions that have an established banking system and a strong technology team, and that are 
positioned as a strong paying agent, these multiple partnerships can be beneficial and can provide 
equal or higher volumes than working exclusively with one of the large money-transfer 
companies mentioned above.  
 
Establishing alliances with consolidators, such as Bancomer Money Transfer Services or Reciba 
Networks, is yet another alternative. These consolidators have signed contracts with multiple 
remittance companies and developed a single platform for channeling remittances from each 
company in a unified way. Using consolidators, a financial institution is able to pay remittances 
from several companies through the establishment of only one technological interface.  
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Consolidators, however, require that any commissions received from the various money-transfer 
companies that are part of their platform are shared with them. The revenue model for this type of 
alliance involves lower commissions per remittances paid, but with the possibility of a higher 
volume of transactions. Depending on the remittance companies that these consolidators work 
with, the fees charged to immigrants for the remittances service can be lower than those of the 
larger companies. The ability to establish linkages between remittances and financial services can 
also be done in more feasible ways with this type of partnership, since remittance-payment 
instructions can be interfaced with the institution’s banking system. If a financial institution does 
not have the institutional capacity to establish interfaces with several remittance companies, or if 
it is not positioned as a strong paying agent in the country, then an alliance with one of these 
consolidators can be a good alternative. 
 
Banks and credit unions in Spain, Italy, and the United States, such as La Caixa or Citibank, have 
also established remittance services using Swift, a global platform that enables financial 
institutions to automate and standardize the sending and receiving of financial messaging 
services.9 In order to link to these services, an institution needs to have access to Swift directly or 
through third party providers. From the point of view of system’s integration, this is the most 
feasible option for linking remittances with financial services. However, it is important to 
consider that these services will be used mainly by legal immigrants in developed countries, who 
are able to open bank accounts and use banks to send remittances. Understanding this, a financial 
institution might consider setting up partnerships with both banks as well as with money-transfer 
companies in order to expand its reach to all target immigrant groups it wishes to serve.  
 
The development of a partnership strategy should take all these factors into account and tailor 
them appropriately to meet the unique needs of each financial institution. In fact, a combination 
of partnerships is probably the best way to establish a strategy for both channeling a high volume 
of remittances and serving all immigrant/recipient target groups.  
 
 
III. Conclusion 
 
Offering remittance services and implementing strategies to bank recipients naturally presents 
challenges as well as opportunities. Remittances can help financial institutions reach out to 
broader segments in the low-income population with financial services that go beyond credit. In 
this way, remittances support the diversification of product portfolios by banking recipients with 
savings or transactional accounts, insurance, or home-improvement loans. However, the 
development of successful strategies to bank recipients should take into consideration the 
following key elements: 
 

1. Not all remittances have the same potential to be banked, and important regional 
differences exist in this potential. It is important to develop a banking strategy that takes 
into account the specific characteristics of the recipient market and the impact that 
remittances have in the particular country in which an institution is working. 

2. Segmentation of the market is needed in order to better understand client needs and 
assess which segments have the highest banking potential. 

3. Once the target segment has been identified, it is important to develop new products or 
adapt exiting ones to meet the specific financial needs of recipients in that segment.  

4. The banking of recipients requires more than just offering remittance services through 
financial institutions. Communications and marketing strategies are needed to effectively 

                                                 
9 http://www.swift.com. 
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reach prospective clients and overcome the negative perceptions that tend to be 
associated with the use of bank branches for payment of remittances. 

5. Financial-literacy tools should be integrated into communications strategies in order to 
provide recipients with information that helps them make informed decisions on the use 
of financial services and the management of their remittances funds.  

6. It is also crucial for financial institutions to establish the right partnerships with money-
transfer companies or banks in order to channel a high volume of remittances and 
facilitate linkages with financial services.  

 
These last few years have brought a greater understanding of remittances and the economic 
impact that these flows of funds have for developing countries. With this new understanding 
comes the recognition that there is much room for product innovation, which may be facilitated 
by the establishment of forums and initiatives where new ideas, synergies and new partnerships 
between different industry actors can be established across different regions in the world. Our 
common objective should be to leverage cutting-edge technology and develop innovative 
financial solutions that can respond effectively to immigrant and recipient needs—providing them 
with the tools and knowledge necessary to achieve their goals of economic well being.  
 
 



  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This report was prepared by María Jaramillo and edited by Kelley Mesa and Anita Gardeva. 
 
The author would like to thank ACCION´s team working on remittances projects, in particular, 
Martha Lucía Rojas, Mery Solares, Jacqueline Urquizo, Monica Brand, and Carlos Mario Reyes 
for their feedback and support. 
 
ACCION International’s InSight series is designed to highlight practical applications, policy 
viewpoints and ongoing research of ACCION. To download other editions of InSight free of 
charge, please visit www.accion.org/insight. 
 
Other titles in ACCION’s InSight series include: 
InSight 1:  ACCION Poverty Assessment Framework 
InSight 2:  Economic Profile for 15 MicroKing Clients in Zimbabwe 
InSight 3:  Making Microfinance Transparent: ACCION Policy Paper on Transparency 
InSight 4:  Building the Homes of the Poor: Housing Improvement Lending at Mibanco 
InSight 5:  Poverty Outreach Findings: Mibanco, Peru 
InSight 6:  The Service Company Model: A New Strategy for Commercial Banks  

in Microfinance 
InSight 7:  Market Intelligence: Making Market Research Work for Microfinance 
InSight 8:  ACCION Poverty Outreach Findings: SOGESOL, Haiti 
InSight 9:  ACCION PortaCredit: Increasing MFI Efficiency with Technology 
InSight 10:  Leveraging the Impact of Remittances through Microfinance Products 
InSight 11:  ACCION’s Experiences with Rural Finance in Latin America and Africa 
InSight 12:  Developing Housing Microfinance Products in Central America 
InSight 13:  ACCION Poverty Outreach Findings: BancoSol, Bolivia 
InSight 14:  Practical Skills for Microentrepreneurs: ACCION’s Experiences with the ABCs of  
 Business Program 
InSight 15:  Bridging the Finance Gap: ACCION’s Experience with Guarantee Funds for 
 Microfinance Institutions  
InSight 16:  MFIs and Foreign Exchange Risk: The Experience of ACCION’s Latin  

American Affiliates 
InSight 17:  ACCION Poverty Outreach Findings: Apoyo Integral, El Salvador 
InSight 18:  Who Will Buy Our Paper: Microfinance Cracking the Capital Markets 
InSight 19:  Providing Cost-Effective Credit to Small-Scale Single-Crop Farmers: The Case of 

Financiera El Comercio 
InSight 20:  Financially Viable Training for Microentrepreneurs 
InSight 21:  Getting to Scale in Housing MF: A Study of ACCION Partners in Latin America 
InSight 22:  Microfinance Cracking the Capital Markets II 
InSight 23:  The Banco Compartamos Initial Public Offering 
InSight 24:  Guidelines to Evaluate Social Performance 
 


