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ABSTRACT

AccesstofinancialserviceshasalwaysbeenlimitedinBangladesh.Theneedforfinancialinclusion
hasthuslargelysurfacedinthecountry.Asaresult,agentbankingserviceswereimplementedviaan
inclusivedigitalfinancialprogramacrossruralandunbankedareasofBangladesh.Despitehavinga
significantimpactuponfinancialinclusionacrossdevelopingcountries,literatureinthisrealmlacks
in-depthinvestigationsonagentbankinganditsimpactonfinancialinclusion.Thisstudythusaims
torepresenttheoverallaspectofagentbankinganditsassociationwithfinancialinclusioninthe
settingofthedevelopingcountryofBangladesh.Forthisresearch,acasestudyapproachhasbeen
employed.Thestudyhighlightsthatagentbankingisaneffectiveandcrediblewayofentrenching
financialdeepeningacrosstheunbankedareasofBangladesh.Moreover,thestudyemphasizesthat
agentbankingcansecureaccesstofinancialservicesfortheruralpoorandgeneratewholesome
developmentforBangladesh.
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INTRodUCTIoN

Financial inclusionisdefinedas theprocessofensuringtimelyandadequateaccess tofinancial
servicesatanaffordablecost.Theprimaryideabehindfinancialaccessistoprovidetheruralpeople
withcreditandotherfinancialservicessothattheycanraisetheirincomelevelsandimprovetheir
living standards (Khalily, 2004). Extending access to finance, especially for the unbanked rural
population,canthereforebeabuildingblocktowardseconomicgrowthandpovertyalleviation.

Inlinewiththisnotion,avisionforuniversalfinancialaccesswasfirstannouncedbytheWorld
BankGroupPresidentJimYongKimatthe2013WorldBankGroup-IMFAnnualMeetings(The
WorldBank,2017b).Followingthis,some700millionpeoplegainedaccesstofinancialservices
betweentheyears2011and2014.Despitethisprogresstowardsfinancialinclusion,globalstatistics
revealedthatanestimated2billionadultsuniversallydonothaveaccesstobasicbankaccounts(The
WorldBank,2016).Lackofenoughmoney,barrierstoaccount-opening,longdistancefromafinancial
serviceprovider,lackofnecessarydocumentationpapers,lackoftrustinfinancialserviceproviders,
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andreligionhavebeencitedaskeyreasonsbehindtheexclusionofpeoplefromtheformalfinancial
system.Later,theWorldBankGroupwiththeirpublicandprivatesectorpartnersissuednumeric
commitmentstoachieveUniversalFinancialAccessby2020(UFA2020)andhelppromotefinancial
inclusion.TheUFA2020envisionsthatpeopleworldwidewillhaveaccesstoatransactionaccount
oranelectronicinstrumenttostoremoney,sendpaymentsandreceivedepositsasabasicamenityto
managetheirfinanciallives(TheWorldBank,2017b).Inotherwords,itisanenablerandacatalyst
forglobalfinancialinclusionandaimstoprovidefinancialaccesstoallunbankedpeopleacrossthe
world.Infact,itisstatedtoendextremepovertyby2030andboostsharedprosperityforthebottom
40percentofthepopulationinalldevelopingcountries(WorldBankGroup,2015).

AspartofUFA2020,theWorldBankGrouphasinvestedinanumberofinnovativeprojectsacross
25prioritycountriesandisworkinginmorethan100countriesgloballytoadvancefinancialaccess
andinclusion(TheWorldBank,2017b).OnesuchfocusoftheWorldBankGroupisBangladesh,
adevelopingcountryinSouth-EastAsia.Aglanceattherecentinformationandcommunication
technologies(ICT)likeinternetandmobilebankingalreadyaffirmstheprogresstowardsgreater
financialaccessinBangladesh.WithanaimtocontributetoglobalfinancialinclusionunderUFA2020,
Bangladeshhascurrentlyinitiatedanagent-basedfinancialservicesystem,namelyagentbanking.This
latestICTprojectofBangladeshisspecificallyknowntotargetthecountry’sunbankedpopulation
inruralareas.Whilethesuccessofmobilefinancialservicesiswell-documented(e.g.Islamand
Tareq,2017;Iqbaletal.,2017;Leeetal.,2017;Nishaetal.,2015;VanderBooretal.,2014),the
effectivenessofthisnewbankingchannelintheruralareasofBangladeshstillremainsaquestion.

It isimperativetodivulgeintothisnewinitiativeofagentbankingservicesfortworeasons.
First,theconceptofagentbankingisstillunknowntomanybankingsectorofanumberofcountries.
Second,theeffectivenessofagentbankingasanewbankingchannelanditimpactuponfinancial
inclusionneedsdocumentation.Thisstudythereforeaimstodescribethemulti-facetednatureofagent
bankingservicesanditsimpactuponfinancialinclusionindevelopingcountrieslikeBangladesh.
Topursuethepurpose,thisstudydiscussestheconceptofagentbankingbyparticularlyhighlighting
itsframework,offerings,benefitsandchallenges.Indoingso,thestudywillcontributetoexisting
literatureonfinancialinclusionaswellasaddtothetrendingtopicofagentbankingservices.The
studyisspecificallytargetedtowardsfinancialsectorstakeholderslikebanks,customersandagents
involvedinagentbankingservicesinBangladesh.Infact,thisstudywillbeofparticularsignificance
to the central bankofBangladesh in reviewing their guidelines and regulations related to agent
bankingservices.Outcomesofthecurrentstudywillalsobeimportantinpolicyformulations.It
canhelpgovernmentintheformulationandmodificationofagentbankingpoliciestoenhanceor
removeoutstandinghindrancestofinancialinclusion.Inpractice,thisstudywillbeofimportanceto
thebanksaswellbecausetheywillgettoknowaboutthebenefitsandchallengesattachedtoagent
banking.Thestudywillfurtherprovideinformationtotheagents,customers,andtheentirebanking
sectorontheimpactofagentbankingonreachingthepreviouslyunreachedsegmentsofthesociety.

BACKGRoUNd

Global View of Agent Banking
Thegeneralagentbankingmodelisoneinwhichbanksprovidefinancialservicesthroughnon-bank
agents,suchasgrocerystores,retailoutlets,postoffices,pharmacies,orlotteryoutlets(AFI,2012).
Thismodelallowsbankstoexpandservicesintoareaswheretheydonothavesufficientincentive
orcapacitytoestablishaformalbranch,orplaceswhereahighproportionofpeopleareunbanked.

Inrecentdays,agentbankinghasbecomerecognizedasafeasibleandusefulstrategyinsome
countries for extending formal financial services into rural areas.Agentbanking is adoptedand
implementedinvariousdevelopingcountrieswithvaryingdegreesofsuccess,particularlyinLatin
America.Forinstance,Brazilisoftenrecognizedastheglobalpioneerinthissectorsinceitadopted



International Journal of Asian Business and Information Management
Volume 11 • Issue 1 • January-March 2020

129

themodelprettyearly.Brazildevelopedamaturenetworkofagentbankscoveringmorethan99%
ofthecountry’smunicipalities(AFI,2012).Infact,thecentralbankofBrazilreportedthatsince
theintroductionofagentbanking,12millioncurrentaccountswereopenedatthebankingagents
andthetotalamountoftransactionsreached2.6billionwithinthefirstthreeyearsofitsoperations
(BusinessToday,2017).Othercountries inLatinAmericafollowedsuitaswell, includingPeru,
Colombia,Bolivia,Ecuador,Venezuela,MexicoandArgentina,overaperiodofyearsfrom2005
till2010(AFI,2012).Theagentbankingmodelhasalsobeenutilizedtoexpandfinancialservices
inanumberofcountries,includingPakistan,India,Philippines,Uganda,Kenya,MalaysiaandSouth
Africa.Forexample,theCentralBankofKenyareleasedregulationsallowingbankstoofferservices
throughthirdpartyagents.Atotalof13commercialbankswereauthorizedbyCBKtoofferbanking
servicesthroughthirdpartiesagents,with19,649agentsfacilitatingover58.6milliontransactions
inthecountry(NdunguandNjeru,2014).

Ontheotherhand,Malaysiaachievedoneofthehighestlevelsoffinancialinclusionamong
middle-incomecountriesthroughitsexperiencewithagentbanking(Bhunia,2017).Thecentralbank
ofMalaysia,BankNegaraMalaysia(BNM)launchedtheframeworkforagentbankinginresponse
todemandfromcustomersandagents.Whileonly46%ofthesub-districtsinMalaysiahadaccessto
financialservicesin2011,threeyearsaftertheimplementationofagentbankingthenumberincreased
to97%(Bhunia,2017).Inaddition,theFoundationforInternationalCommunityAssistance(FINCA)
evenintroducedagentbankinginTanzania,ZambiaandtheDemocraticRepublicofCongoinorder
toprovidebasicbankingservicestothecitizensofthecountries(BusinessToday,2017).

Literature Review
Whilethepracticalreachofagentbankinghasbeenwell-documentedacrossthecountriesmentioned
above,academicresearchhasgarneredsubstantialinterestinagentbankingtoo.Therehasbeena
sporadicamountofliteraturethatcapturesagentbankinginvariousaspectsandinthesettingsof
different developing countries. For instance, Atandi (2013) highlight the challenges that hinder
theruralpeopleofKenyafrombenefitingfromagentbankingservices.Thefactors includelack
ofmobilenetworkservicesandcapital,floatrestrictions,issuesofinsecurityandfearofrobbery.
Yet,thepapersuccessfullyemphasizestheneedofagentbankingtoentrenchfinancialdeepening
inunbankedareasofdevelopingcountrieslikeKenya.Next,BarasaandMwirigi(2013)analyzes
thebenefitsandprovidesinsightsintotheactualperformanceofagencybankinginKenya.Findings
ofthisstudyparticularlydiscussesthepivotalroleofagentbankinginenhancingthepenetrationof
bankingservicesinunbankedmarketsofthecountry.Chiteli(2013)theninvestigateagentbanking
operationsasacompetitivestrategyforcommercialbanksinKenya.Findingsrevealthatcontrol
policies andprocedures, technological advancement, and regulationsmakeagentbankingviable
incountrieslikeKenya.Inaddition, thisstudyhighlightsreputationalandlegalrisk,anti-money
laundering,andconsumerprotectionforcommercialbanksandliquidity,operationalandcreditrisk
fortheagentsaspartofsuchoperations.Mwando(2013)alsostresstheinfluenceofagencybanking
onthefinancialperformanceofcommercialbanksinKenya.Regulationsbycentralbank,followed
bylowtransactioncosts,accessiblefinancialservicesandincreasedmarketsharepositivelyimpact
thefinancialperformanceofcommercialbanks.

Inanotherstudy,OmbutoraandMugambi(2013)examinestheroleofagencybankingonthe
performanceofentrepreneursacrossNairobi.Usingcensussurvey,findingsofthestudyrevealthat
poorsecurity,regulationsandtimetransactionsinfluenceagencyperformanceoftheentrepreneurs.
AcrossBangladesh,fewstudieshaverecentlyembarkedontheinvestigationofagentbanking.Ferdous
etal.(2015)evaluatesthefacilitatingandobstructingfactorsthatcontributetotheenclosureofagent
bankinginBangladesh.Findingshighlightthatwhilecustomerservice,convenienceandinitiating
SMEbusinessinunbankedremoteareasfacilitateagentbanking,lackofmobilefinancialservices
and regulatory prohibitions hinder suchoperations. Another research byAfzal (2016) states the
needofaunifiedsystembasedonmobileplatformforcustomerstogetquickandrisk-freefinancial
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serviceslikeagentbankinginBangladesh.Otherrecentstudiesintherealmsofagentbankingare
summarizedinTable1.

Althoughagentbankinghasincreasinglygainedimportanceinfewcountries,theextenttowhich
itcanbeusedasatooltodeepenthefinancialsectorremainslargelyunknown.Thisisbecausethe
regulations,designandimplementationofagentbankingmayvaryacrosscountries.Therecanbe
differences in thevarietyofservicesofferedbyagents, the typesofbusinessesactingasagents,
thetypesoffinancialinstitutionsthatworkthroughagentsandthebusinessstructuresemployedto
managethem(AFI,2012).Thesedifferencesultimatelycontributetothedisparitiesintheextentto
whichagentbankingcanactuallybridgethefinancialinclusiongapindifferentcountrysettings.In
particular,itiscrucialtolookintoagentbankingpracticesthatcanaddressfinancialinclusionin
developingcountriesowingtotheirlargeunbankedpopulation.Assuch,itisimperativetostudythe
impactofagentbankingoperationsuponfinancialinclusionindevelopingcountries.

Financial Inclusion
Typically,financialinclusionsignifiesextendingfinancialservicestoruralareasmainlypopulated
byvulnerable,weakandlow-incomegroups(NishaandRifat,2017).Lackoffinancialservicesin
ruralareasoftenarisessinceittendstobemoreexpensiveandunprofitablefortraditionalbanking
institutionstoopenbranchesinsuchareas(Nishaetal.,2015).Asaresult,theruralpopulationwith
lowandunstableincomes,littleornoland/assetsandlowsocialstatusremainfinanciallydisadvantaged
inanumberofdevelopingcountries(Maanen,2004).

Financial inclusioniscurrentlyacommonobjectiveformanycentralbanksamongthe
developing nations and Bangladesh is no exception. This is because financial services are
unavailableinsomeregionsofthecountryandareusedonlybyasectionofthepopulation
(Nisha and Rifat, 2017). Despite there being huge demand for financial services, often
Bangladeshisnotabletoprovideforit.Theseexcludedregionstendtoberural,poorregions
andalsothoselivinginharshclimaticconditionswhereitisdifficulttoprovidethesefinancial
services (Atandi,2013).Moreover,highoperationalcostsof financial services likebranch
opening,employeetraining,technologicalcosts,etc.areotherreasonsforfinancialexclusion
inthedevelopingnationofBangladesh(NishaandRifat,2017).Ithasalsobeenseenthatthe
poorlivinginurbanareasdonotutilizefinancialservicesastheyfindbankingtransactions

Table 1. Summary of recent literature

Year Authors Aim of the Study Findings

2017 Kilonzoetal.

Toexaminetheinfluenceofagent
characteristics,bankingproductsoffered,
agents’operatinghours,andbanks’
locationontheuseofagencybankingby
bankcustomersofKenya.

Revealsastrongpositivecorrelationanda
significantrelationshipbetweentheagent
characteristics,agencybankingproducts,
operatinghours,locationofmainstreambank
andtheuseofagencybanking.

2017 Mchembere&
Jagongo

Toestablishtheeffectsofagency
bankingoperationontheprofitabilityof
commercialbanksinNairobi.

Revealstheimpactofagencybankingaccount
openingservices,depositsandwithdrawal
transactionsaspositiveandstatistically
significantforbank’sprofitability.

2018 Ahmed&
Ahmed

Toanalyzehowinnovationinthebanking
sectorcanaidpoorpeopletogainaccess
tofinancialinstitutionsthroughthe
AgraniDoerbankingbusinessmodel.

Elaboratesontherulesandregulationsofagent
bankingonthebasisofAnsoff’sGrowthMatrix
andemphasizestheroleoftechnologyand
innovationinthebusinessstrategiesofagent
bankingservices.

2018 Vuetal.
Toproposeanagent-basedapproachto
constructaninteractiveinter-banksystem
inVietnam.

Highlightstheroleofnetworkconnectivityand
creditintheagent-basedmodelofthebanking
system.
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costlyandthusitbecomesunaffordableforthem(Nishaetal.,2015).Hence,eveniffinancial
servicesareavailable,thecostsoftravellingtobranchesandperformingtransactionsprevent
thepoorfromaccessingthem.

Besides,accesstoformalfinancialservicesrequiresdocumentsofproofregardingapersons’
identity,income,andotherpersonalinformation(TrikiandFaye,2013).Thepoorpeopledonot
havethesedocumentsandthusareexcludedfromtheseservices.Incase,theyhavedocuments
othernon-pricebarrierslikehighdistancebetweenthebankandresidence,poorinfrastructure,
etc.canobstructthesepeoplefromfinancialinclusion(NishaandRifat,2017).Behavioralaspects
alsoinhibitfinancialinclusiontosomeextent.Manypeoplemaynotbecomfortableinusing
formalfinancialservicesinBangladeshduetoilliteracy,difficultyinunderstandinglanguage,
various documents and conditions that come with financial services, and such others (Triki
andFaye,2013).Assuch,emergenceofnewfinancialservicedeliverymodelsisnecessaryin
ordertodrasticallychangetheeconomicsofbankingthepoorinBangladesh.Withinthisscope,
conceptofagentbankingisconsideredtobeaviablestrategyinBangladeshforextendingformal
financialservices,especiallyintopoorandruralareas.

MeTHodoLoGy

Forthepurposeofthisresearch,acasestudyapproachhasbeenemployed.AccordingtoYin(2009),
thecasestudyapproachispreferredtoconductexploratoryinvestigationsandoneoftheessential
characteristicsofusing thisapproach is that it focusesonone instanceof the thing that is tobe
investigated.Thisparticularmethodologyisknowntoemphasizetheabilityofqualitativeresearch
tocapturethereal-lifecontextwithinwhicheventstakeplaceandtocapturetheessenceofevents,
especially as they unfold (Gerring, 2007). In addition, Bryman and Bell (2015) argue that case
studiescanbevaluableinsituationswhereexistingknowledgeislimited,oftenprovidingin-depth
contextualinformation,whichmayresultinanin-depthlevelofunderstanding.Casestudiescan
evenbeadvantageouswhenthefocusofthestudyisnottypicalbutsomethingunusual,unexpected,
covertorillicit(Johnsonetal.,2007).

Inthescopeofthecurrentstudy,thismethodologyisanappropriateapproachsincecase
studies can provide a rich understanding of the concept of agent banking. Case studies can
employvariousmethods,likedocumentation,archivalrecords,interviews,directobservations,
participantobservationsandphysicalartifacts (Saundersetal.,2011).The researchmethods
thusincludein-depthinterviewsandsecondarysources.Firstsetofinterviewswereconducted
with the officials, agents and clerical staffs working for banks where agent banking system
in currently operational. The representatives from the banks were particularly interviewed
regardingtheconceptofagentbanking,theirofferingsandhowtheyoperate,theproblemsand
challengestheyfaceinservingthemarket,andsoon.Next,agentswereaskedtorelatetheir
experiencesregardingthestructureofthesystem,howtheyconducttheirwork,theirinteractions
withcustomersandsubsequentchallengesthattheycomeacross.Secondsetofinterviewswere
conductedwithcustomerswhohavebeenexposed to theconceptofagentbankingand their
perceptionsaboutthesystemwastakenintoaccount.

Basedonalltheseresponses,ageneralpicturehasbeenrepresentedinthisstudywhichreflects
theoverallaspect,perceptionsandperspectivesofagentbankingsysteminBangladesh.Afocuson
themodels,activities,operationalstructuresandproductportfoliosofagentbankingcanprovide
furtherinsightstotherelationshipofagentbankingandfinancialinclusioninBangladesh.Itcan
alsoaddressthechallengessurroundingagentbankinginthebankingsectorandoveralleconomy.
Recommendationshavealsobeenproposedtopromotethedevelopmentandimplementationofagent
bankingatalargerscaleinthecountry.
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AGeNT BANKING

An overview of Bangladesh
AccesstofinancialserviceshadalwaysbeenverylimitedinBangladesh.Backinyear2010,the
formal financialmarket consistedmainlyofbank services suchas savings, credit and insurance
(Nishaetal.,2015).Banksaswellasotherfinancialserviceprovidershadnotbeenabletopenetrate
allpartsandreachouttoallpeople.Withtheintroductionofmobilefinancialservices,Bangladesh
recentlyemergedasaninterestingcaseofdigitalinnovation.Now,themarketincludeshouseholds
thathavemobilebankingaccounts.Asaresult,morethan40percentofhouseholdsinruralregions
canaccessformalfinancialservicestoday.While,49.76percenthouseholdshaveaccesstoformal
financialservicesinurbanareasofthecountry(TheDailyStar,2015).

Yet,therearestillmanyhouseholdsthatdonothaveaccesstofinancialservices.Daylabor-led
householdsareoneofthem,asalmostaquarterofthemdonothaveaccesstoanyfinancialmarket.
Moreover,peopleworkingingarmentsfactoriestendtoneedremittanceserviceseverymonthand
thevolumeofthesetransactionsishugeinamount.Conventionalandmobilebankingsystemgrabbed
only15%ofthispopulation,butamongstthemonly9%accountsareactive(Siddiquie,2014).As
such,itbecameessentialtoinnovateandimprovisefinancialproductstobroadentheoutreachof
financialservicesofferedbythebankingsector.Theopportunityforagentbankingarosefromthis
perspectiveandwas implementedby thecentralbankofBangladesh -BangladeshBank,viaan
inclusivedigitalfinancialprogram(TheWorldBank,2017a).

Thenewlyinauguratedbankingservicedispersalmodelofagentbankingisincreasinglygetting
embracedbyremoteconsumersinBangladeshwhereabankbranchisnotavailable.Bangladesh
Bank,thecentralbankofBangladesh,outlinesagentbankingasameansofprovidinglimitedscale
bankingandfinancialservicestounderservedpopulationthroughengagedagentsundervalidagency
agreements,ratherthantellers/cashiers(TheDailyStar,2017b).It istheownerofanoutletwho
conductsbankingtransactionsonbehalfofabankunderthissystem.Aspertheirguidelines,agent
bankingwillbeincreasinglyutilizedasanimportantdistributionchannelforfinancialinclusion.The
policyfurthersaysNGOs,micro-creditagencies,cooperatives,postoffices,companies,mobile-phone
operators’agents,unioninformationservicecenters,localgovernmentinstitutionsandanyindividual
capableofofferingfinancialservicesbasedoninformationtechnologycanbeappointedasagents
inBangladesh(bdnews24.com,2015).

Current Status
BangladeshBankallotted licenses inDecember2013 to fourbanks foroperatingagentbanking
services,especiallyinremoteareaswhereformalbankserviceswerenotaccessibletoalargeextent
(TheDailyStar,2017d).Agentbankingwasfirstintroducedbytwocommercialbanks-BankAsia
andDutchBanglaBankLimited(DBBL)inBangladesh.Theystartedtoappointagentsfromthe
corelevelsfromJanuary2015(TheDailyStar,2017c).BankAsiainitiallyappointed49agentsin32
Upazillasunder17districtswhileDutch-Banglarecruitedsixagents.Followingthis,banksstartedto
buyfastintothisconcept.Subsequently,otherbankslikeSouthBanglaAgricultureandCommerce
Bank,andNRBCommercialBankalsoinitiatedtolaunchtheservice(TheDailyStar,2014a).

Agentbankinghasgarneredsomuchpopularityinthebankingsectorthatabout3.3lacsagent
bankingaccountswereopenedinthefirsthalfof2017leadingtoanincreaseof60.18percentin
theuseofthisnewformofbankingserviceacrossthecountry(TheDailyStar,2017a).Asaresult,
banksofBangladesharenowgivinghigherprioritytodevelopingtheiragentbankinginfrastructure
thantobuildingtheirmobilebankingplatform.StatisticsbyBangladeshBankin2017revealthat
around17bankshavesignedupforagentbankinglicenses.Ofthe17banks,12arealreadyrunning
theirownagentbankingoperations,withoneintheprocessofrollingouttheirservice.Thebanks
thatarecurrentlyprovidingagentbankingservicesinthecountryare:Dutch-Bangla,BankAsia,
Al-ArafahIslami,SocialIslami,Modhumoti,MutualTrust,NRBCommercial,Standard,Agrani,
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Midland,FirstSecurityIslami,andCityBank.Ofthem,Dutch-Banglaisthemarketleaderwithits
1,454agentoutletsand5.75lacsagentbankingaccounts.ItisfollowedbyBankAsia,whichhas
1,238agentoutletsandabout2lacsagentbankingaccounts(TheDailyStar,2017a).Acloserlookat
marketsharesstatethatDutch-Banglacapturesaround68%ofagentbankingservicesinBangladesh,
while24%ofthemarketbelongstoBankAsia.Incontrast,Al-ArafahIslamiBankhasaround6%of
themarketshare,followedbyNRBCommercialandSocialIslamiwhichhas1%shareeachinthe
marketofagentbankingaccounts(TheDailyStar,2017b).

Currently,agentbankingisinitsdefinitionstageinBangladesh.ThemainaimofBangladesh
Bankbehindthisinitiationistoultimatelyreachthepoorsegmentofthesocietywitharangeof
financialservices,particularlyinthegeographicallydispersedlocations(TheDailyStar,2017a).As
aresult,thecentralbankasaregulatorybodyofagentbankingservicesislearningtosealloopholes
andaddressingissuesastheyarise.Thiscallsforanin-depthinvestigationandevaluationofagent
bankinginordertoexploreitsfullpotentialforfinancialinclusiononagreaterscaleinBangladesh.

Banking Models
Globally,banksalongwithtelecomcompanies,internetserviceprovidersandalargenetworkof
agentsrecruitedbybankshavedevelopeddifferentagentbankingdeliverychannels.Accordingto
Veniard(2010),fourtypesofrecognizedagentbankingmodelscurrentlyinpracticeare:POS-enabled
bankagent(anagentmanagedbyabankthatusesapaymentcardtoidentifycustomers);Mobile
phone-enabledagent(anagentmanagedbyabankthatusesacellphonetoidentifycustomers);
Mobilewallet(anagentmanagedbyatelecom,usesacellphonetoidentifycustomers,andprovides
store-of-valueaccountscalledmobilewalletsthatarebackedbybankdeposits);and,Bank-provided
accountlinkedtoamobilewallet(ratherthananagent,itisabankaccountthatislinkedtoamobile
walletanditisthetelecomthatmanagesdepositsandwithdrawals).Underthesedeliverymodels,
variousretailpointsarebeingusedascashmerchantsoragentstoprovideagentbankingservices.
For instance,pointsofservicerangefrompostoffices in theOutbackofAustraliawhereclients
fromallbankscanconducttheirtransactions;toruralFrancewherefinancialservicesareprovided
bythebankCréditAgricoleorGreenBankusingcornerstores;tosmalllotteryoutletsinBrazilat
whichclientscannotonlyeasilyaccesstheirbankaccountsbutreceivetheirsocialpaymentstoo.

Takingtheglobaldeliverymodelsintoaccount,AgentBankingGuidelineshavebeenframed
byBangladeshBanktopermitbankstoengageinagentbankingservicesinthecountry.Bangladesh
BankhasissuedthisguidelineaspertheauthorityconferredtoitbyArticle7A(e)ofBangladesh
BankOrder,1972,Section45ofBankCompanyAct,1991andSection4ofBangladeshPayment
and Settlement Systems Regulations, 2009 (Bangladesh Bank, 2017). The main purpose of this
guidelineistoprovideregulatoryframeworkforagentbankingservicesinBangladesh,toenable
asafeenvironmentforconductingbankingtransactionsthroughagents,andtoensurecompliance
withAnti-MoneyLaunderingandCombatingFinancingofTerrorismstandardssetbyBangladesh
Bank.Inaddition,BangladeshBankissuedanewguidelinetitled“PrudentialGuidelinesforAgent
BankingOperationinBangladesh”inordertosetminimumstandardsofdataandnetworksecurity,
customer protection and risk management to be adhered under the agent banking services (The
FinancialExpress,2017).

Followingthisguideline,anybankwillingtoofferagentbankingwillfirstneedtoobtainprior
approvalfromBangladeshBank.Toapply,banksmustprovidefulldetailsoftheservicestobeoffered
throughagentsincludingtentativeimplementationschedule.Next,banksmayengagethefollowing
personsorentitiesastheiragents-NGOs‐MFIsthatareregulatedbyMicrocreditRegulatoryAuthority
of Bangladesh; other registered NGOs; cooperative societies formed, controlled and supervised
underCooperativeSocietyAct2001;postoffices;courierandmailingservicecompaniesregistered
underMinistryofPostsandTelecommunications;companiesregisteredunderTheCompaniesAct
1994;agentsofmobilenetworkoperators;officesofruralandurbanlocalgovernmentinstitutions;
UnionInformationandServiceCentre(UISC);and,educatedindividualscapabletohandleITbased
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financialserviceslikeagentsofinsurancecompanies,ownersofpharmacies,chainshopsandpetrol
pumps/gasstations(BangladeshBank,2017).

operational Structures
Theagencyrelationshipbeginsuponvettingandappraisalbythebankandsubsequentapprovalbythe
BangladeshBankuponwhichtheagentsignsacontractwiththebank.Thiscontractdefinesclauses
relatedtoconfidentiality,safety,soundnessandaccuracyofallthetransactionsthatwillbemadeby
theagentsforthebanks.Italsostatesfullfinancialdisclosure,transparencyandaccountabilityof
theagents.Followingtheseapprovals,agentscaninitiateprovidingservices.Theagentsareusually
equippedwithacombinationofpoint-of-sale(POS)cardreader,mobilephone,barcodescannerto
scanbillsforbillpaymenttransactions,PersonalIdentificationNumber(PIN),andsometimespersonal
computersthatconnectwiththebank’sserverusingapersonaldial-uporotherdataconnection.Clients
whoconducttheirbankingtransactionsthroughtheseagentsuseamagneticstripebankcardortheir
mobilephonestoaccesstheirbankaccountore-walletrespectively.Identificationofcustomersis
normallydonethroughaPINbutcouldalsoinvolvebiometricsinsomecases.Withregardtothe
transactionverification,authorization,andsettlementplatform,agentsfunctioninasimilarwayto
thatofaformalbankbranch.Agentsmaynotchargecustomersdirectlyforprovidingservicesto
them.Itisthebankswhowillchargeanapplicablefeefromitscustomersiftheyavailsuchservices
andinturn,payagentsareasonableamountofcommissionforprovidingsuchservices.

BangladeshBankrequiresa lotofadherencefromthebankswhoare/willbeofferingagent
bankingservicesinBangladesh.Forinstance,bankofficialsneedtosubmitagreementcopiessigned
betweenbanksandtheiragentstoBangladeshBankbeforelaunchingtheproduct.Moreover,thelist
ofagents,theirnamesandaddressesmustbesubmittedtoBangladeshBankandshouldbeupdated
onamonthlybasis.Anoverallreportonagentbankingservicesmustalsobesubmitted.Additionally,
thebankmustbrandtheiragentbankingservicesinsuchawaysothatthecustomerrealizesthatthe
agentisprovidingservicesonbehalfofthebank.BangladeshBankfurtherrequiresbankstodevelop
mechanismthatenablestheagenttoreportanytransactionasandwhenitoccurs.Inaddition,banks
needtoensure thatadequatemeasuresforcustomerprotection,awarenessanddisputeresolution
areinplace.Alternatively,banksmusttakeadepositofafixedamountofmoneyfromtheagents
orestablishacreditlimitforthemuptoaleveltowhichtheagentscanmaketransactionswiththe
clients.Moreover,banksshouldapplyduediligencetoselectandappointagentstoprovideagent
bankingservicesefficientlyandeffectively.Inthecustomerend,banksneedtoensurethattransactions
are executed on real time basis, customers get instant confirmation of their transactions and no
transactionsareperformedincaseofcommunicationfailure.Banksalsoneedtoestablishinternal
policies,procedures,systemsandcontrolstosupportagentbankingatallstages,consistentwiththe
BangladeshBankGuidelines.Banksshallevenberesponsibleforthemitigationofallkindsofrisks
suchasliquidity,operational,fraud,cheatingincludingmoneylaunderingandterroristfinancingrisks.

This multi-faceted guideline established by Bangladesh Bank for agent banking services is
definitelygoingtohaveadramaticimpactonimprovingaccesstofinancialservices,especiallyin
theruralareasofBangladesh.Infact,itisanimpressivesteptakenbythecentralbanktoencourage
thedeepeningofthefinancialsectorandraisingoveralllevelsoffinancialliteracyinthecountry.

Service offerings
PaststudieslikeMwando(2013)arguethatagentbanksoffersimilarservicesasarealbank.Across
variouscountriesoftheworld,agentbankingservicesthusrangefromcashdepositsandwithdrawals,
disbursementandrepaymentofloans,paymentofsalaries,pension,transferoffunds,andissuanceof
mini-bankstatements,amongothers.Insomecountries,agentbankingalsofacilitatesnewaccount
opening,creditanddebitcardapplication,andchequebookrequests.Thisfurthereliminatestheneed
forthebankstohavephysicalbrancheseverywhere.
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Alltheseglobalserviceofferingsofagentbankingarebeingreplicatedtoalargeextentby
thebankingsectorofBangladeshintheirruralareas.BangladeshBankhasdevelopedguidelines
andregulationsforagentbankingtostatethesetofservicesthatcanbeofferedbybanksthrough
agents.Thelistofservicesincludes:collectionofsmallvaluecashdepositsandcashwithdrawals;
inwardforeignremittancedisbursement;facilitatingsmallvalueloandisbursement,utilitybill
paymentandfundtransfer;recoveryofloansandinstallments;cashpaymentundersocialsafety
netprogrammeoftheGovernment;balanceinquiry;collectionandprocessingofforms/documents
inrelationtoaccountopening,loanapplications,creditanddebitcardapplicationsfrompublic;
postsanctionmonitoringof loansandadvancesandfollowupofloanrecovery;receivingof
clearingcheque;and,otherfunctionslikecollectionofinsurancepremiumsincludingmicro‐
insurance(BangladeshBank,2017).However,agentsarenotallowedtoprovidethefollowing
servicesonbehalfofthebanks.Thislistofservicesincludes:givingfinalapprovalofopening
of bank accounts and issuance of bank cards/cheques; dealing with loan/financial appraisal;
encashmentofcheques;and,dealinginforeigncurrencies.

Service Benefits
Paststudies likePodpieraandWeill (2008)state thatagentbanking improves theeconomicsfor
bankinginstitutionscomparedwithbranches,especiallyforhigh-transaction,low-balanceaccounts
thatarecommonamongpoorusers.InBangladesh,bankshavelittleincentiveorcapacitytoestablish
formalbranchesinruralareas.However,theset-upofagentbanksislesscostlyandmoreflexible
thantraditionalbankbranchessinceitreducestheneedtoinvestinstaffandphysicalinfrastructure
(Kasekende,2008).Hence, theconvenientandcost-effectivenatureofagentbankingservices is
oneofmainreasonforbankstoundertakeit.Inaddition,agentbankingalsoreducesfixedcostsby
leveragingcurrentretailoutletsandminimizingtheneedforfinancialserviceproviderstoinvestin
theirowngroundwork(Kimaluetal.,2002).Asaresult,bankshavelowerexpansioncostsandcan
enjoytheeaseofexpansionoftheirservicestounreachedareas.

Oneothernotablereasonofventuringintoagentbankingistheproductorservicediversityofthe
banks.Thisisbecausemarketiscomparativelycompetitiveinthissectorasthereare57scheduled
banksinBangladeshwhoareprovidingalmostsimilartypesofservicestothecustomers(Bangladesh
Bank,2017).Insuchacase,agentbankingnotonlyimprovesefficiencyofprovidingservicesbut
encouragesawidevarietyofserviceprovisionsaswell.Moreover,agentbankingservicesprovide
accesstoadditionalrevenuesourcesforbanksbyofferingfinancialservicestohard-to-reachand
geographicallydispersedareas(BarasaandMwirigi,2013).Agentbankingservicesevenminimizes
foottraffic,promotesthewaveofdigitalizationintheindustryanddeeplyboostspenetrationoflow-
costbankingservicesinthecountry.

Notonlyfinancialinstitutions,thismodelofagentbankingalsohaveadvantagesforcustomers
andagents.For thecustomers, advantagesare in the formof lower transactioncosts, longer
openinghours,andshorterqueuesthaninbranches(TaraziandBreloff,2011).Inaddition,the
accesstobankservicesthroughagentsinretailshopsallowcustomerstoenjoyaone-stopshop
forbankingandretailpurchasinginsomecases(Ignacio,2009).Furthermore,agentbanking
servicesaremoreaccessibleforilliteratesandtheverypoorwhomightfeelintimidatedinbranches
(Becketal.,2007).Ontheotherhand,advantagesintheformofincreasedsalesfromadditional
foot-traffic, differentiation from other businesses, and additional revenue from commissions
andincentivescanbeidentifiedfortheagents(TaraziandBreloff,2011).Moreover,reputation
fromaffiliationwithwell-knownfinancialinstitutionsisanaddedbenefitforthepeoplewho
participateasagentsinsuchbankingservices.

Inanutshell,agentbankingserviceshelpbanks toestablish themselvesamong low income
populations,benefitsagentstobecomefinanciallysecureandaidscustomerstoavailbankingservices
overelectronicormobileplatforms.
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Service Challenges
Agentbankingclearlyisanimportantsteptowardstheenhancementoffinancialsectordeepening.
However,therearealsocertainchallengesthatbanks,agentsandcustomersencounterwithregard
toagentbankingservices.

Customersplayakeyroleinthesuccessfulestablishmentofserviceslikeagentbanking.So,the
acceptabilityofagentbankingamongcustomersinitisagreatchallenge.Thisisbecausethecore
targetcustomergroupofthisservicebelongstoremoteareasofBangladesh.Makingsuchpeople
believethatagentbankingisaparallelserviceprovidedbybanksisdifficultasthesepeoplehave
apreconceivednotionofphysicalbranchesandtraditionalbankingsystem.Moreover,issueslike
creditrisk(e.g.thetransactionisnotcommunicatedtothebankormonetaryfraudbyagents)and
networkfailures(e.g.agents’electronicsystemisslowordownandbankingtransactionscannotbe
performed)cannegativelyinfluenceclients’perceptions(Ignacio,2009).Itshouldalsobenoted
thatalbeitlow,clientsdohavetoincursomechargesinordertoavailagentbankingservicesthat
theywouldotherwisenotpayinthetraditionalbankingservices.Allthishampersthebank-client
relationshipsinthelong-termandimpedetheprocessoffinancialinclusionthroughagentbanking.

Theagentstoofacecertainchallengeswhileofferingagentbankingservices.Accordingtothe
regulationofBangladeshBank,agentsarenotpermittedtoprovideultimateapprovalonopening
newbankaccount,issuingbankcards/cheques,providingloanorfinancialappraisalanddealingin
foreigncurrency(DhakaTribune,2017).Guidelinealsoinstructsthatperdaymaximumnumber
oftransactionscannotexceedfourtimeincludingtwowithdrawalsandtwodeposits.Asaresult,
theagentscannotmakeexcessprofitoutof theavailableexcessopportunitiesdue toguidelines.
Anotherchallengefortheagentsistooperatetheserviceoutsidethemetropolitan,citycorporation
ormunicipalityareaofBangladesh.Thiscanbequiteachallengesinceagentshavetoresideinthe
ruralareastobeabletooffersuchservices–whicharenotfeasibleforallduetofamilyandother
personalreasons.Besides,otherissuesfortheagentsincludelackofsufficientcashtomeetcustomers’
requestsforwithdrawals,lackofexperienceinofferingtheagentbankingservices,monetarylossif
thebankfailstoreimburse,fraud,dataleaks,inadequatephysicalorelectronicsecurity,poorbackup
systems,andsuchothers(Chiteli,2013).

Ofall,itisultimatelythebanksthatfacemostofthechallengeswhileofferingagentbanking
services.Theirproblemsarerelatedtotheirinstitutionalstructures,dealingwithagentsandhandling
customersfromruralareas.Forinstance,bankshavetoincurfinancialcostslikefees,applicable
commissionsorchargestotheagentsagainsttheserviceprovidedbytheagents.Inaddition,agent
bankingserviceincludesthetransactionsonlyinthenationalcurrency(BDT)ratherthananyother
currencieswhichmaybeanothernotablechallengeforthebanks(TheDailyStar,2014b).Even,
makingcustomersunderstandthatagentbankingcanbeconsideredasauser-friendlybankingservice
isalsoasignificanttaskforthebanks.Thisisbecausebanksmayneedtoeducatetheruralcustomers
withnecessaryfinancialliteracytobuildtheacceptabilityofagentbankingserviceamongthem.
ComparedtotheneighboringmarketIndia,ruralpeoplearenotlikelytoembracebankingservices
overtheelectronicplatformandthroughagentsinBangladesh.Asaresult,initiallybanksmayhave
toinvesttimeandmoneytopromotethefinancialinclusionamongtheruralandpoorcustomers.
Ontheotherhand,guidelinesofBangladeshBanktoocauseimpedimenttoexecuteagentbanking
servicesforthebanks.Thebankshavetomaintainacurrentaccountwiththeagentsandthebalance
onthataccountmaynotexceed1millionBDT(TheDailyStar,2015).Toaddmore,theupperlimit
ofthetransactionscanonlybe25,000BDT–resultinginlowerprofitforthebanks.

Often,banksneedtoensuresafetyofthecustomerandtheagentaswellsinceagentbanking
servicesoperateinhighriskruralareasofthecountry.Alternatively,banksneedtoprotectthemselves
fromriskslikemoneylaunderingandfinancingofterrorismbyfraudcustomersandagentsalike.
Agentbankingisalsoexploitedinthemarketundercoverbysomeunethicalbusinessmenintheform
ofhundibusiness.ThissecretagentbankingisrisingatanalarmingratenowadaysinBangladesh.
Asaresultofthis,thebanksareincurringheavylossesandreputationriskoflosingimageinthe
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market.Moreover,banksfaceotherriskslikemaintainconfidentialityforallcustomerinformation,
ensuringservicequalitythroughagents,consumerprotectionfromagents,andsuchothers(Barasa
andMwirigi,2013).

SoLUTIoNS ANd ReCoMMeNdATIoNS

Bangladesh’sagentbankingisstillinhatchingstageandneedstoevolvefurthertoachieveitspotential
andachievefinancialinclusion.Nevertheless,agentbankingcertainlyisareplacementofbranchesin
theremotepartofthecountry,providedtheregulatorsandthegovernmentmakenecessaryfacilitation
inregulation.Basedonthenumberofissuesandchallengesthataroseduringthisstudy,thefollowing
recommendationscanthusbesuggested.

Tomakeagentbankinganeffectivecompetitivestrategy,banksneedtoensureastronginternal
controlsystemthatwillbeevaluatedperiodically.Thiswillguaranteeconfidentialityofinformation
andbankingtransactionsofcustomers,controltheactivitiesofagents,combatfraudandpoorbanking
practices.Inestablishingsystemsandinfrastructurestosupportagentbanking,banksshouldfocus
moreuponrealtimeprocessingandsecurednetworksothatsensitivecustomerinformationdonot
remainstoredattheendpoints.Thereshouldalsobefrequentupdatesofpoliciesandproceduresto
beusedunderagentbankingbyBangladeshBankinconsultationwiththebanksandagentsoffering
suchservices.Infact,regulationscanbemademoreflexibleintermsoftransactionlimitsaswell
asdailytransactionnumbertomotivatebanksandagentsalike.Regulatoryrelaxationsintermsof
productinnovationcanbeanagendaaswell.Forexample,SMEloanandcreditfacilitiesforreadymade
garmentworkerscanbebroughtunderthescopeofagentbankingbybanks.Alternatively,bankscan
expandtheiragentnetworkandcollaboratewithNGOsandcooperativesocietiesforthepurpose.

Frequent audit shouldbecarriedouton theagentbanking servicesandautomationof such
processesshouldbecheckedatleastquarterlytodetermineanyloopholeswhichneedstobesealed.For
instance,banksshouldvisittheagent’soutletsataregularintervaltoensurethattheagentsareworking
inaccordancewiththetermsandconditionsoftheagreementandfollowingtherules,regulationsand
guidelinesissuedbytheregulators.Thisauditcanfurthercontrolsecretagentbankingpracticesand
strictersurveillanceofbankingtransactionsthroughagentscanbeputinplace.Additionally,bank
managementneedstoundertakeagenttrainingmorefrequently,alongsidecreatingawarenessand
educatingruralcustomersregardingagentbankingservices.Withregardtoagenttrainings,banksmust
provideadequateeducationtoagentsondeviceauthentication,autoreversalfeaturesforincomplete
transactions,documentverifications,andmostimportantly,onhowtohandleerrorprocessingand
timeoutfeatures.Inthecustomerend,banksmustrunacall-centertoreceiveandprocesscustomer
complaintsviatelephoneortextstoagentsand/ortocustomersthemselves.

EventhegovernmentandBangladeshBankcollectivelyshouldworkoutsolutionstomakethe
electronicandmobileplatformmoresecureforagentbankingservicestoperformeffectively.Emphasis
shouldalsobedirectedtowardsthedevelopmentofinfrastructure,bothphysicalandtechnological,
sothatnoportionsofdisadvantagedandlow-incomesegmentsofthepopulationsufferfinancial
exclusioninBangladesh.

CoNCLUSIoN

BangladeshBankisworkingrelentlesslytorealizethevisionofinclusivefinancetomakebanking
servicesavailableforallsortsofhouseholdsandenterprises.Withinthisscope,BangladeshBank
hasintroducedtheservicesofagentbanking.Thegoalofagentbankingisnotmeremaximization
ofprofit.Thereisafargreatercausewhichistobringunbankedpopulationunderbankingservices
for the overall development of the nation. It is an initiative that helps social inclusion, national
integrationandconsolidationofcitizenship.Itishightimetopopularizeagentbankingwithaview
togearinguptheinitiativesoffinancialinclusionforachievingthetargetofsustainableeconomic
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growthofBangladesh.Althoughagentbankingisnewinthecountryandstillatitsformativestages,
alotofnewdevelopmentsandnewchangesareappearing.Hence,thisstudyconductedanin-depth
investigationonagentbankingservicestoseetheoverallaswellasafocus-basedimpactofagent
bankingonfinancialinclusioninBangladesh.Thecurrentstudyconcludesthatsecuringaccessto
financialservicesfortheruralpooristhekeytowholesomedevelopmentforBangladeshandagent
bankingisaneffectivewaytodoso.Theinnovationanddigitalizationbroughtforwardbyagent
bankingserviceswillsurelysetBangladeshfirmlyonthepathtobecomingamiddle-incomecountry.

LIMITATIoNS ANd FUTURe ReSeARCH dIReCTIoNS

Thescopeofthisstudywaslimitedtoagentbankingoperationsasacompetitivestrategyforlocal
commercialbanksinthedevelopingcountryofBangladesh.Itwouldbeworthwhiletostudyagent
bankingoperationsasembracedbycommercialbanksinadifferentcountrycontext.Moreover,this
studyhasmainlyemphasizedontheassessmentoftheoperationalstructures,benefitsandchallenges
ofagentbankingfromaholisticperspective.Alongitudinalstudycanbeadoptedinfutureworks
toexaminearesearchmodelinordertoexaminetheperspectivesandattitudesofbankofficials,
agentsorcustomersprovidingorusingagentbankingservicesinBangladesh.Thiswillprovidea
betterinsightintotheperceptionsofpeoplerelatedtotheimplementationofagentbankingandcan
helptoenhancetheunderstandingofindividualusersofsuchservicesinthecontextofBangladesh.
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