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STUDY HIGHLIGHTS

In total the survey interviewed 203 agents and 812 customers. Among them there are 28
female agents and 109 female customers in various districts.

Most of the agents are aged in between 20-40 years (153) and completed graduation
(30.54%) and post-graduation or above (36.45%). Young and educated people are more
enthusiastic to become agent than their counterparts.

The main reasons of the entrepreneurs for choosing the agent outlet of Bank Asia are social
recognition (80%), desire to associate with a brand (74%), expanding business (72%), local
demand (68%), investing idle money (60%) etc.

Average number of account opening per agent outlet in each year is increasing. Agent
banking is involving more people which triggers more deposits from rural and peri-urban
area.

Around 40.7% respondents are saving in agent banking outlet. Another 59.3% respondents
save in MFS, Bank, MFI, post office or at home. However, 19.8% of the total respondents
did not save before agent banking operation in the locality. There is still opportunity for
agent bank for more financial inclusion.

The agent outlets are very close to the people that reduce the time and cost of the
respondents. Most of the respondents (51.97%) stated that, the agent outlet is very close
compared to nearest formal bank branch. Around, 21.18% said that, the bank is far and
17.24% said the bank is very far. In contrast, only 1.85% respondents stated that, agent
outlet is far while 0.86% respondents said it was very far. Therefore, location selection for
agent outlet is very important to cover the good number of underserved population. The
closer the agent outlets to the doorstep of potential customers, the better the ease of access
to financial services for unbanked populace. Besides, before establishing agent banking
outlet, 9.61% respondents had no transportation cost. Now, after introducing agent banking
outlet, 66.39% respondents have no transportation cost for banking activities.

Agent banking should increase rural coverage. As trustworthiness is a major component
for the opening of an account in agent banking, the more participation can be ensured by
reaching closer to the door of the people.

Analysis showed that, more financial inclusion leads to a decrease in poverty.



On average, per agent outlet increase 2.97 times employment. Therefore, the number of
employment generation by the agents of the agent outlet of Bank Asia is approximately
44309.

Increased the balance of micro-deposits by 388 times (approximately) from the beginning
and 2.31 times (approximately) than the previous year (from 2016 to 2017).

Junior school banking deposits were BDT 24.5 million in 2015 and BDT 41.9 million in
2017. It is creating savings attitude among the school children.

The difference of average food expenditure between account holder and non-customer is
significant. The average food expenditure of non-customers is lower than that of account
holders indicating that, they are more vulnerable. Bank Asia can take policies to include
more vulnerable people under financial inclusion.

While most of the account holder can take loan for business purpose (24.1%), most of the
non-customers take loan for health purpose (8.4%). Therefore, Bank Asia can provide loan
to the non-customers to ameliorate their health vulnerability at a feasible interest rate.

The agents demanded strong network connection, better server connectivity, better or
alternative power backup and cash supply to improve the bank services.

Most of the respondents (41%), took support from relatives at the time of any shock. Even
the account holders also took support from relatives at the time of exogenous shocks. Agent
banking of Bank Asia can improve in this sector. They can provide loan for any sudden
shock faced by the account holders.

The study found that most of the agents were satisfied with the service of tagged branch,
but qualitative questions and case stories revealed that he provided commission for
different transactions should be reconsidered.

Around 56.2% account holder customer said that, they are highly satisfied with the services
of agent outlet of Bank Asia and 36.7% said that, they are satisfied. In contrast, only 0.2%
account holder customer said that, they are not satisfied with the services.



1.0 INTRODUCTION

Bank Asia Limited, a leading 4™ Generation Bank of the country, is started its operation after
successful acquisition of two foreign banks such as The Muslim Commercial Bank and Scotia
Bank. It has expanded its branch network most of the part of Bangladesh. Since Bank Asia tries to
reach the unbanked population and door step of remote population, it has deployed new banking
model known as ‘Agent Banking’. This initiative will target the remote and unbanked population
to blowout financial literacy among them. In return, Bank Asia can ensure micro deposit from the
target group. Instead, the local entrepreneurs will be encouraged from SME loans and farmers will
be benefitted from agricultural loan products. So, agent banking service provides more convenient
banking service in comparison with regular services provided by the bank branch. In the era of
digitization, the agent banking operation of banking industries get economical due to zero

establishment cost as agent bears the cost.

There are some important studies centering on agent banking operation. Different model of agent
banking have been deployed all over the world but the main objectives of the agent banking is to

cover the unbanked and territorial population.

Barasa & Mwirigi (2013, p-27) argues that over the last decade, agent banking has gained a
significant level of importance in developing countries. Barasa & Mwirigi conducted their study
among 40 registered outlets along with a representative sample size of 400 people. According to
the researchers, “agency banking” has played a crucial role in increasing the “penetration” of
banking and financial services in unbanked markets. Besides, agency banking also ensures the
access of all banking products within a close to informal setting. Barasa & Mwirigi (2013)
concluded that the agency banking model has not only aided to popularize banking among low
income populations but it has also placed satisfied clients on sure path towards becoming
financially safe and secure. The study also found that ‘banking agents double up as the backbone
of electronic money banking since they perform transactions over a bank device, to enable clients
to convert cash into electronic money and vice versa’. This is a profoundly important role in

increasing financial sector deepening.



According to Chiteli (2013, p-308) Kenyan Banking sector runs in a comparatively deregulated
administrative environment controlled by the companies’ Act, the Banking Act, the CBK Act and
the various prudential guidelines issued by the Central Bank of Kenya. In recent years, Kenyan
Banking sector is achieving high growth rate. There are in total 42 banks in Kenya. Chiteli (2013)
argues that the Kenyan banking industry has been facing quite a few challenges including: ‘stiff
competition among the existing local banks as they offer substitute products, offer loaning services
at different rates’. Chiteli conducted a study on five sample banks who have agent banking
activities. According to the study conducted by Chiteli, commercial banks have taken agent
banking for a few reasons — ‘to increase territorial coverage, to decongest or ease traffic in their
existing bank branches, to reach the poor marginalized unbanked and other reasons included to
increase sales on loans and other borrowings’. Moreover, Chiteli found out that about 91.2% of
the agents were trained and prepared to perform agent banking activities. In regarding risk, 5.90%
of the agents identified liquidity risk, 20.60% of the agent identified credit risk and 73.50%

identified operational risk.

Robertson (2003) used agent based models of a banking network to explain how strategic
management can be useful for banks in a turbulent environment or in an environment where both
resources and reach are constrained. An agent based model contains a network of banks and
customers. In this model, banks and customers are rationally bounded and ‘turbulence is present
within the banking environment’. It is depending on the banks whether they are willing to cover a
long area with scattered branches or a very short area with congested branches. Population

dynamics and demand determinants will be the major variables in this case.

Waihenya (2009) reasoned that with the consistent growth of agent banking, financial inclusion is
also increasing. According to Waihenya, a certain cliché of the population is not willing to go to
the bank branches for some definite reasons like distance, expense and too much formal
procedures. Waihenya also found out that ‘volume of money flowing through the agents have a
positive effect on the level of financial inclusion in Kenya’. Waihenya recommended that agent
banking should be used as a means of increasing financial inclusion. He also suggested that agent

banking should be adopted by all banks operating in the retail market.



Siddiquie (2014) argued that in geographically distant areas of the world, agent banking is a very
popular financial service. And it is for that reason agent banking is quite successful in Latin
America and Africa. Since agent banking reduces the operational cost of the bank, developed
countries like United Kingdom and Australia are also gradually adopting it. Agents can provide
almost all the services of a bank. As a result inhabitants of the remotest area of a country can be
provided financial services by agent banking. Siddiqui stated that ‘according to the agent banking
guideline the software of any individual agent will be connected to the core software of the bank,
so transactions that will take place in agent premises will be shown in the banking system real-
time and those transactional statements can be used anywhere and everywhere for different

purposes of the client’.

It can be summarized that the providing banking services through agent outlet gets priority in the
Africa, Latin America and Asian belt. Due to its cheap or zero operational cost structure, the
developing countries like UK and Australia are deploying the agent banking concept into real field
to increase their banking coverage. It is also found from the study review that the financial
inclusion increases as fast as the agent outlets are spreading into the remote places. In addition, the
agent banking ensures small scale loans for the marginalized population who are out of the banking

services.

The current study aims to investigate the new dimension of the agent banking. The objectives of
the study is to assess the impact of agent banking in financial inclusion and socio-economic
aspects. This study examines the financial literacy of the target population through agent banking.
In addition, it brings evidence on role of agent banking in entrepreneur development and

employment generation.

1.1 Agent banking operation of Bank Asia

An agent-banking network is an arrangement by which licensed institution engages third parties
in offering certain banking services on their behalf to help customers who are far from the
traditional bank particularly from the remote area (Ndungu, 2014).Traditional banking that existed
for various decades, standard methods of bank transaction were altered by most countries even for
developing and under developing countries (Premalatha, 2016). Customer’s satisfaction with the

services using agents, together with efficient and effective system, can form the trustworthiness of
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the customers (Fachrunnisa, 2012). This trustworthiness could pace the scale of agent banking

operation as well as the financial inclusion objective (Saleem, 2013).

Table 1: Average account per outlet by division

Average account

Division Agent No.  Account No. Median
per outlet

Barishal 96 10080 105.00 335
Chittagong 165 35183 213.23 6
Dhaka 404 101842 252.08 31
Khulna 192 29696 154.67 29
Mymensing 86 21426 249.14 91.5
Rajshahi 259 64104 247.51 49
Rangpur 192 36060 187.81 25.5
Sylhet 103 10061 97.68 3
Total 1497 308452 206.05 26

Source: Agent Banking Division, Bank Asia (December, 2017)

Dhaka division had the highest number of agents (404) and accounts (101842) following by the
Rajshahi which had the second highest number of agents and accounts. Mymensing, Barishal and
Sylhet had the lowest agents as well as account number. However both Rangpur and Khulna had
same number of agent (192) but Rangpur division had more accounts than Khulna. As per outlet,
most of the division had the more than two hundred average accounts but Barishal and Sylhet had
only 96 and 105 average accounts respectively as per outlet. Here the Chittagong and Sylhet
showed low median referring high spread where Mymensing showed lowest spread with more
participation in this area.

The following statistics shows average number of account opened by the types of agent. There are
five types of agents under the agent banking modality of Bank Asia.

Table 2: Average Number of Account by agent type

Agent Type Mean Median Min Max SD
Individual 651 427 0 4663 737
Institution 588 391 2 2522 563
Passport 0 0 0 2 1

Post Office 33 31 3 70 26
ubC 84 12 0 2397 192

Source: Agent Banking Division, Bank Asia (December, 2017)

As per agent types, on an average, individual agents’ had seen the highest number of account mean
(651) and median (427). For institutions, the average mean and median value was 588 and 427
respectively and for UDC agents the average mean value was 84 and median was 12. Here the
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passport agents and post office agents had lowest average value in all cases. Among them
individual agents had highest maximum value 4663 followed by institutions (2522) and UCD
agents (2397).Here the deviation of average mean value was very high in both individual agents
and institution where UDC agents deviated moderately.

Table 3: Year of engagement and account per agent

Account Total

Year of Operation per agent Accounts Agent

1 year 148.9342 47510 319
2 year 128.8528 139161 1080
3 year 1046.63 48145 46
4 year+ 1416.077 73636 52
Total 206.0468 308452 1497

Source: Agent Banking Division, Bank Asia (December, 2017)

The above table represents accounts per agent according to the years of engagements. Here the
number of one year old agents was 319 and their total accounts were 47510. About 1080 agents
had two years of enrollment and 139161 total accounts which was the highest among all in the
table. Only 46 and 52 agents engaged in agent banking for three years and four years respectively
and their average number of account per agent was very high because of the fewer number of
agents. On the other hand one year and two year enrolling agents had lowest account per agents
compared to 3 years and 4 years old enrolling agents.

Table 4: Relation between account opening and days in operation

1600
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The graph shows there is a positive relationship between the number of accounts and the number
of days in operation and the number of account was increasing with number of operation days
increasing.

2.0 STubY METHODOLOGY

This section describes the research methodology that has been implemented to carry out the study.
The purpose of the study is to show the impact of agent banking of Bank Asia in the financial
inclusion of Bangladesh. The research design, sample, data collection methods are pointed out
here. Moreover, data analysis methods followed in the study are discussed.

2.1 Research Design

This study primarily based on the quantitative and qualitative information. Information which are
available in the Bank Asia are directly collected from the Bank Asia and the unavailable data were
collected from the field survey administered by Unnayan Shamannay. The research complied all
the data from secondary and primary sources and will analyze in the form of descriptive study.

2.2 Population of the Study

The population in this study was the customers who have access to banking services through the
designated agents of Bank Asia as well as the agents who are providing services to the customers.
In this study, there are two types of customers-(i) who have account with designated agent and (ii)
who do not have account but takes other services. To investigate the impact of agent banking of
Bank Asia, the research took a control group who don’t have any account with financial institutions
in the radius area of Agent point. Therefore, three types of respondents are drawn for the study-(i)
account holding customers, (ii) walk-in customers and (iii) non-customers (control group). Above
and beyond the customers, the agents are found in the three types- (i) individual, (ii) union digital
center and (iii) institutions. Now, 2496 agents point have been registered in paper till 28 May 2018.
Among these, 312 agent points are registered as individual partnership, 55 are recorded as
institution, 1958 points are listed as UDC and 171 point are operating in passport office, post office
and PRAN Daily Shopping.

2.3 Sample size of study

As per the constraint of the study budget, Unnayan Shamannay administered sample survey for
collecting the primary data. The survey covered all of the eight division of the country. Within the
division, the districts were selected randomly. Again, upazila within the selected districts were
drawn in a randomized way. As the spread of agent points within the upazilas is not equal, the
study took the number of agent points as per the concentration of the agent outlets.
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Figure 1:Survey coverage by districts: no. of agent and its spread
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2.4 Strategy of sample selection

At first, the agent points from the randomly selected upazilas were located and then, the agents
were interviewed for collecting the data. At the agent point, the customers who came to the agent
points were interviewed. However, the respondents of control group were identified from radius
area of the agent point. From each of agent points, total 4 respondents were selected for the
interviews. The next table shows the sample composition by division.
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Table 5: Survey Coverage: Sample composition by respondent type and by division

Respondents

Account .

Division Agents Holding bl Non-customer
Customers

Customer
Barishal 23 51 18 23
Chittagong 47 94 47 47
Dhaka 23 44 25 23
Khulna 24 48 24 24
Mymensing 11 22 10 12
Rajshahi 40 80 40 40
Rangpur 24 48 23 25
Sylhet 11 22 11 11
Total 203 409 198 205

2.5 Data Collection

This study used primary data collected using the questionnaire survey. Two types of modules were
developed to collect the data i.e. (i) Agent Module (ii) Customer Module. These modules were
uploaded into digital platform using “Kobo Toolbox” and then, finally data were collected by Apps
called “Kobo Collect”. To fill-up the information gap, the qualitative information (non-numerical
data) were collected by deploying case study tool. The design of the questionnaire followed the
set of questions which were easy to summarize, compare and draw conclusion.

The digital data collection method saved the time and ensured data accuracy and cogency.
2.6 Data Analysis

Data collected from the field process in a systematic way is important for the study. As per the
broad objective of the study, we tried to investigate the impact of agent banking initiative through
spreading the coverage into unbanked population to ensure financial literacy and then, contribution
in financial inclusion. The most appropriate method of data analysis should be statistical.
Specifically, descriptive statistics was produced to obtain meaningful values for drawing inference
from the collected information. We have used descriptive statistics like range, association, central
tendency, dispersion, trends and patterns as well as case stories to establish the sensible attribution
of agent banking.
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3.0 STUDY FINDINGS

Unnayan Shamannay conducted survey in the month of July in 2018. The survey was administered
in the all eight divisions, 18 districts, 88 upazilas and 2 city corporations of Bangladesh. Along
with questionnaires survey of agents and customers, the study team collected relevant information
on agent banking from Agent Banking Division of Bank Asia. In this section, the demographic
information, financial inclusion aspects and socio-economic patterns and changes were discussed.

3.1 Demographic information

Survey covered both agents and customers. Total 203 agents and 812 customers were interviewed
to generate the study findings.

3.1.1 Agents

In total the study interviewed 203 individual, UDC as well as institutional agents and most of them
are male (175 respondents). Among the 28 female agents, the highest number of female agents are
individual agent following 8 UDC and 7 institutional agent.

Table 6: Gender of the Agents

Division Individual uDC Institution Total
Female Male Female Male Female Male Female Male

Barisal 0 5 1 11 3 3 4 19
Chittagong 5 15 0 20 3 4 8 39
Dhaka 4 12 0 3 1 3 5 18
Khulna 0 11 4 7 0 2 4 20
Mymensing 2 8 0 0 0 1 2 9

Rajshahi 2 20 2 12 0 4 4 36
Rangpur 0 7 1 14 0 2 1 23
Sylhet 0 6 0 5 0 0 0 11
Total 13 84 8 72 7 19 28 175

Source: Survey of Unnayan Shamannay, 2018

Simultaneously the highest number of male agents are individual agent (84 respondents) following
72 UDC and 19 institutional agent. The number of female agent is highest in Chittagong followed
by Dhaka, while Barisal, Khulna and Rajshahi has the same amount of female agent. According
to the survey sample Rajshahi district has highest number of individual male agent and Chittagong
district has highest number of UDC agent. However, the total number of male agent is higher in

Chittagong, Rajshahi and Rangpur respectively.
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Table 7: Age of the Agents

Age Group
Division 20-30 30-40 40-50 50+ Total
Barisal 7 11 4 1 23
Chittagong 19 20 8 0 47
Dhaka 3 13 4 3 23
Khulna 9 13 1 1 24
Mymensing 3 2 2 4 11
Rajshahi 14 15 7 4 40
Rangpur 10 8 5 1 24
Sylhet 1 5 5 0 11
Total 66 87 36 14 203

Source: Survey of Unnayan Shamannay, 2018

Most of the respondents are in age group 30 to 40 (87 persons) and 20-30 (66 persons). While 36
agents are in age group 40-50 and 14 agents are more than 50 years old. It implies that, younger
people are welcoming agent banking as their profession more than elder people. Usually, middle
aged and elder aged people has settle income generating activities or profession. There are few
people who want to start a new establishment keeping aside their existing establishment at elder
age. On the contrary, younger people are more enthusiastic in new technologies, ideas and
establishment. Therefore, younger people are more engaged in according to our study in the agent
banking of Bank Asia.

Table 8: Education of the Agents

Education Frequency Percent
Primary 1 0.49
SSC 15 7.39
HSC/Diploma 51 25.12
Degree/Honors 62 30.54
Masters or above 74 36.45
Total 203 100

Source: Survey of Unnayan Shamannay, 2018

Analysis shows that, around 36.45% of the total agents have post-graduation degree or above.
Around 30.54% agents have graduation degree while 25.12% agents completed HSC or Diploma.
One agent has completed the primary education and around 7.39% agents completed SSC level
education. The results illustrate that, more educated people are initiating the agent outlets
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compared to their counterparts. Therefore, we can see that, educated people can adopt the extant
of agent banking more. Moreover, conducting the agent outlet’s activities requires technological
knowledge and book keeping or banking knowledge which is easy for the relatively educated
people.

Table 9: Family Size of the Agents

Division Mean SD
Barisal 5.8 2.7
Chittagong 6.0 3.0
Dhaka 6.2 2.9
Khulna 5.0 1.9
Mymensing 5.2 3.5
Rajshahi 59 7.9
Rangpur 5.3 1.9
Sylhet 9.5 10.2
Total 59 4.8

Source: Survey of Unnayan Shamannay, 2018

The above table represents the average and standard deviation of the household size of the agents
in each of the districts of the study. Analysis shows that, the average family size is highest in
Sylhet, followed by Dhaka (6.2) and Chittagong (6.0). In rest of the districts, the average household
size of the agents vary from 5.0 to 5.8.

3.1.2 Customers
Table 10: Gender of the Customers

Division Female Male Total
Barisal 16 76 92
Chittagong 18 170 188
Dhaka 15 77 92
Khulna 13 83 96
Mymensing 5 39 44
Rajshahi 22 138 160
Rangpur 13 83 96
Sylhet 7 37 44
Total 109 703 812

Source: Survey of Unnayan Shamannay, 2018

The study collected most of the sample of customers from Chittagong and Rajshahi, least of the
samples from Mymensing and Sylhet. Most of the female customers were found in Rajshahi (22
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female) followed by Chittagong (18 female), Barisal (16 female) and Dhaka (15 female). On
contrary, most of the male customer respondents are from Chittagong (170 male) while least of
the male customer respondents are from Sylhet (37 male). The total number of male respondents
of the study is around 6.5 time more than that of female respondents.

Table 11: Age of the Customers

Age Group
Division 18-30 30-40 40-50 50+  Total
Barisal 26 40 14 12 92
Chittagong 66 44 45 33 188
Dhaka 28 32 16 16 92
Khulna 29 36 15 16 96
Mymensing 14 21 4 5 44
Rajshahi 52 53 30 25 160
Rangpur 20 41 22 13 96
Sylhet 10 16 11 7 44
Total 245 283 157 127 812

Source: Survey of Unnayan Shamannay, 2018

In contrast to the agents, most of the customers are in the age group in between 30-40 (283
respondents) followed by 18-30 (245 respondents). In Mymensing, only 4 respondents are in age
group in between 40-50 and 5 respondents are more than 50 years old. Again, this result illustrates

the enthusiasm of the relatively younger people on agent banking of Bank Asia.

Table 12: Education of the Customers

Level Frequency Responses in %
Primary 133 16.4
High School/Madrasa 219 27.0

SSC 116 14.3
HSC/Diploma 124 15.3
Degree/Honours 97 11.9
Masters or above 48 5.9

No formal education 75 9.2

Total 812 100.0

Source: Survey of Unnayan Shamannay, 2018

Of the total customer respondents, most of them (27%) have education up to high school or
madrasa level. Around 9.2% respondents have no formal education whereas 5.9% respondents are
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post-graduated or above. In addition, around 16.4% respondents have primary school, 15.3%

respondents have higher secondary school and 14.3% have secondary school level education.

Table 13: Family Size of the Customers

Division Mean SD
Barishal 5.9 2.2
Chittagong 6.0 2.7
Dhaka 55 2.2
Khulna 4.9 1.8
Mymensing 5.6 2.3
Rajshahi 55 2.7
Rangpur 5.0 2.2
Sylhet 6.1 2.4
Total 5.6 2.4

Source: Survey of Unnayan Shamannay, 2018

The mean of the size of the family is highest in Sylhet (6.1) which is very close to the mean in
Chittagong (6.0). On contrary, the lowest mean of the size of the family is in Khulna (mean 4.9)
which is close to Rangpur (5.0). The overall mean of the size of the household of the customers of
this study is 5.6 while the standard deviation is 2.4. The national average of household size is 4.35
(EHS, 2014). In our study we have found that, the family size of the respondents are above the

national average in every divisions here.

3.2 Impact in financial inclusion through agent banking

Financial inclusion is a comprehensive idea in the present status quo. The higher the financial
literacy, the higher the financial literacy. As defined by Sarma (2008), financial inclusion is the
process that ensures the ease of access, availability, and usage of formal financial system for all
members of an economy. However, it is also important to distinguish between voluntary versus
involuntary exclusion. The World Bank (2014) defines voluntary exclusion as a condition where
the segment of the population or firms choose not to use financial services either because they
have no need for them or due to cultural or religious reasons. In contrast, involuntary exclusion
arises from insufficient income and high risk profile or due to discrimination and market failures

and imperfections. So, it is important to investigate the involuntary exclusion as it can be addressed
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by appropriate economic programs and policies which can be designed to solve the supply side
problems and market imperfections.

3.2.1 Account opening

Financial literacy is another way of enhancing financial inclusion. It is the effort to bring more
number of people accessing and using financial services properly to improve their wellbeing. It
aims at giving the consumers skills in budgeting, savings, using banking services, debt

management, investing, and consumer protection.

Figure 2: Monthly average number of account opened per agent outlet
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Source: Agent Banking Division of Bank Asia, 2018

Above figure shows the average yearly number of account opened in each agent points. It is clear
that the yearly average number of account opening per agent outlets is increasing. Therefore, the
spread of agent outlets around Bangladesh can make extra number of unbanked as well as banked
population introducing their different products and services. Indeed, the outreach of financial
inclusion through agent banking is not only involving more people but also triggering more
deposits from rural and peri-urban area. The following figure shows the monthly trend of deposits
per agents and deposits per account.
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Figure 3: Monthly trend of average deposits per agent point and per account.
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This figure depicts that monthly average deposits per agent point is following an increasing trend
while the deposits per account shows decreasing trend up to August 2017 followed by rising trend
during August to November. In December 2017, this trend line fell to below BDT 7,400 per
account holders. Trend line followed plateau between May to July month. So, it can be illustrated
that deposits per account are fluctuating around mean value of BDT 7,600. The reason behind this
findings is that people are encouraging to open bank account but they are not much interested to
deposits money at their account. Demirgiic-Kunt & Klapper (2013)! found that account holding
customers target informal saving way instead of use their formal account due to the high cost. They

also raised that person who have formal account they may not utilize it for saving purposes.

! Demirgtic-Kunt, A., & Klapper, L. (2013). Measuring financial inclusion: Explaining variation in use of
financial services across and within countries. Brookings Papers on Economic Activity, 2013(1), 279-340
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Financial Inclusion of Non-Earners (3.2.1)

Although Rehana Khatun is a housewife who maintain a family of 6 members, lives at
Parkhuksia, Sirajgonj. Her husband send money from Dhaka via bkash and Rehana is
disappointed at the service charge, charged by the mobile banking authority. She used to
go to Jamuna Bank for financial transaction which is far from her resident. Therefore,
she was searching for any other means of transaction via formal sector. In 2015, Mr.
Jahidul, agent of Bank Asia agent outlet, came to her introducing the factors of agent
banking. Rahena was very enthusiastic hearing about DPS, FDR, lower transaction cost,
small loan, agricultural loan etc. However, she was also suspicious as she was aware of
the perfidy of the different infamous NGO’s. She was matured enough to justify the
activities, risks and legality of agent banking outlet and soon she found the agent banking
auspicious. Most importantly, the cost of transaction, for which she was uncomfortable,
was very low compared to conventional formal channels. Discussing with her husband,
Rehana started transaction using agent banking of Bank Asia and they also opened DPS.
According to Rehana’s words, it was unthinkable for them to open a DPS if agent banking
outlet of Bank Asia was not there for the service. Rehana is now looking forward to get

loan from the agent banking outlet to engender family’s income generating activities.

3.2.2 Uses of channels

We have found that account opening due to agent banking operation in the people reach is
increasing and people use the banking account for savings or other transaction purposes. But, it is

important to observe what types of channels people usually choose to transfers their money.

Table 14: Uses of channels by type of customer (%)

A/C .
Channels holding Walk-in Non- Total
customer customer
customer
Bkash/Rocket 15.0 14.4 19.8 15.7
By Hand 40.6 49.0 79.3 49.4
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Branch Bank 19.1 19.6 0.0 15.8

Agent Outlet 25.2 17.0 0.0 18.8
Post Office 0.1 0.0 0.8 0.2
Total 100.0 100.0 100.0 100.0

Source: Survey of Unnayan Shamannay, 2018

Study found that about half of respondents (49%) still prefer by hand as a channel to receive cash
while around 19 percent people are using agent outlet for the said purpose. About 16% customer
agreed that they use mobile banking services such as Bkash/Rocket as a channel to receive cash.

Around 16 percent people perceived bank branch as a comfortable source of receiving cash/money.

The only deviation from the general observation is in the higher number of customers (41 percent)
who handles cash/money by hand despite having account with agent banking outlet while 25
percent account holding customers received the money/cash through agent banking outlets. Still,
there is a scope to include more people to have transaction through agent banking outlets. It implies
the fact that both the account holding and non-account holding customers necessities financial
literacy/awareness regarding agent banking services regarding uses of banking services. To
analyze the data better one awareness index is formed by which level of awareness has been
defined as per different percentile of customer’s observation data. The index showed that the
bottom 25 percent customers are less aware (41.67) of the services provided by agent banking
outlets while on an average customers got around 55 points in awareness index. The role of agent
banking is to increase the geographical reach of financial services to bring the unbanked population
into the financial system of the country. This implies that the role of agent banking in financial
deepening are more pronounced in attracting customers to hold account with Agent Bank if the
agents are opened in areas not previously served by the banks.

On the other hand, an attractive number of people (40.6%) still handles cash by hand in city size
ranges from 3000 to 1 million people. Around 42 percent people living in town and small town
feel comfortable to handle cash in hand. This states to the fact that poor people who earn little or

irregular income may find having a formal account as a needless expenditure as the nearest banks
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are too far away (klapper, 2013). This implies the fact that, agent banking services have huge

number of potential customer to bring to the financial system of the country.

Interest Turns to Income Generation (3.2.2)

Mr. Hefaz Morshed had sole interest on computer and ICT related work from his childhood.
Therefore, he received training on computer, e-commerce and programing besides regular
study. As his mother works in Union Parishad, it was difficult for him to open Union Digital
Centre with his skills. Mr. Morshed is famous and trustworthy in his area due to having good
skills in computer related works. People feel comfortable to give any task to him
spontaneously. When he was informed about the agent banking of Bank Asia, he took this
opportunity as a challenge. It was difficult to gain people’s attention even with his fame as
speculative business organization like Destiny, Unip etc. fraud with them. Morshed visited
door to door to eradicate the dogmatic belief of people. Gradually, people are overcoming
their fear and becoming interested about agent banking. Although Morshed had to assert loss
initially, he is now optimistic about the profit as he has now 222 savings account, 30 current
account, 26 DPS etc. worth more than one crore. His father and two other young people are
working at Morshed’s outlet now. Those young employee are getting wage from the agent
outlet of Bank Asia. However, Morshed complains that, local NGO’s are spreading rumour
about agent banking that is causing ambiguity among the local people. Apart from that,
Morshed said that, agent outlet is a good source of his family income. Moreover, the local
people are getting facilities of banking activities like savings, deposits, remittance transfer,

bill payments etc. by which they are enrolling in the formal economic sector.

3.2.3 Saving tendency

Financial inclusion can result in increase in the savings and investment which could generate
positive externalities to the economy. Generating savings habit among lower income group who
do not have access to financial services could reduce the dependency on their friends, family, and

informal money lender. Recruited agents provide financial services and save time by managing
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customers’ savings (Malek, 2017). Customers can quickly withdraw money, transfer fund,
save/DPS etc. via agent conveyed as an alternative of visiting any bank branch nearby customers’
residence (Mas, 2009). Savings or deposits of their residual amount in financial institutions or

other ways are important to understand the people’s behavior towards opening banking account.

Table 15: Overall savings tendency of respondents

Type of respondents (n=812)

Status  A/C holder Walk-in Non-customer Overall
(n=409) (n=198) (n=205)

Yes 83.37 62.12 35.61 60.37

No 16.63 37.88 64.39 39.63

Source: Survey of Unnayan Shamannay, 2018

As per customer categories on an average, agent bank’s account holding customers’ had seen the
highest number of saving account (83 percent). Among three different types of customers, above
60 percent were found doing save in different sources. However, the highest number of non-saver
is observed among non-customer. In fact, around 17 percent account holder do not save in any
sources. Interestingly, walk-in customers (not having account in agent outlets) do save in other
sources. That means, this number of walk-in customer can be taken into consideration to encourage

them in the agent outlets by improving supply-side incentive mechanism.

Owing to difficulties in accessing formal sources of savings, poor individuals and small and micro
enterprises usually rely on informal sources such as MFI/NGO/Co-operatives. Savings for the
customers in case of Agent Banking could be more if an agent were nearby to provide the services
(Wright, 2002).

Table 16: Types of saving holding

Type of respondents (n=537, response=820)
Non-

Saving Source AJC holder Walk-in Overall (%)
customer
MFS Wallet 0.8 0.0 0.0 0.3
Bank 29.1 38.4 0.0 22.5
MFI/NGO/Co-op 19.3 50.0 87.0 52.1
Post Office 1.3 0.0 0.0 0.4
At home 8.7 11.6 13.0 111
Agent Bank 40.7 0.0 0.0 13.6
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Source: Survey of Unnayan Shamannay, 2018

In our study, it is found that only 59 percent account holder do save in other bank, MFI/NGO, post
office, and at home. There is scope for include existing customers to save in agent outlet rather
than other formal or informal financial institutions. Likewise, above 29 percent account holder
depend on branch bank who can easily be encouraged to deposit in agent banking outlet in
consideration of service charge, transportation time and cost. Interesting finding is that still 9
percent account holding customer do save at home due to lack of reliability in agent bank. In
contrary, the majority of walk-in customer as well as non-customer choose MFI/NGO for saving
purposes due to availability of required loan products at door-steps. Therefore, the number of new
customer can be increased by introducing credit product for low income group. As the survey is
conducted to assess the impact of financial inclusion thru agent banking initiatives of Bank Asia,
the extent of saving tendency of respondents prior to agent banking operation of Bank Asia has to

be taken into consideration.

Table 17: Saving consequence before agent banking operation at the locality

Response Saved in %
MFS Wallet 0.9
Bank 45.6
Yes MFI/NGO/Co-op 18.4 80.2
Post Office 1.8
At home 135
No 19.8

Source: Survey of Unnayan Shamannay, 2018

The above table represents savings behavior of people in absence of agent banking at their locality.
Among all of the respondents, 80 percent customers reported having savings in other formal or
informal institution in prior to introduction of Agent Banking outlets. However, around 20 percent
did not have account savings erstwhile. Therefore, it can be proclaim that 20 percent new savers

have been added to the cart due to the opening of agent banking.

Out of 80 percent, 46 respondents mentioned that they saved in Bank before inauguration of agent
banking at their locality while above 18 respondents (about 23%) reported having savings in MFIs

or NGOs or cooperatives. However, about 14 out of 80 respondents (i.e. 17 percent) are
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comfortable to save at home. Likewise, a small fraction of customer (3.4%) used MFS wallet and

post-office as a source for saving their idle money in absence of agent banking’s operation.

Now, it is important to depict the percentage of new people coming to the savings net due to the
operation of agent banking of Bank Asia. The following info-graph is comfortable to understand

that the number of people involves in owing to the agent banking exercise in the concerned locality.

8. The Comeback of a Fighter (3.2.3)

Mr. Tota Mia of Parkhusia, Sirajgonj, was the victim of river erosion for not less than 15
times! He had completely nothing at the time of last erosion. He migrated to Sylhet to work
as agricultural labour and later became expert carpenter. However, it was difficult for him
to continue this itinerant job due to poor health. Returning to his village, Tota Mia started
to transport passenger and freight via horse cart. In addition to that, he was enough
industrious to share crop few lands even with his health problem. The hardship of life
qualified Tota Mia for profligate. He was frugal for ensuring better education and future
for his two daughters. The savings attitude was entrenched within him, however, there was
no trustworthy institutions for formal savings in the locality. The fraud activities of a local
cooperative exacerbated the situation. At that ambivalent time, one of his veracious friend,
Mr. Jahidul introduced him with the facilities of account and DPS of agent banking of
Bank Asia. Soon he realized that, it was the agent banking outlet of Bank Asia that Tota
Mia searched for a long time. He opened a DPS account for the future of their daughters.
It is a long cherished dream of Tota Mia that, someday his daughters will join in primary

school as teacher. He does not want any financial hindrance for them to fulfil this dream.
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Figure 4: New people involve in savings
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The above info-graph shows the savings behavior of people who have account with Agent outlet.
Interestingly, out of 34 percent of account holders about 13%, who were previously left as
unbanked, are now motivated to open account as well as started savings in agent outlets. Adding
formal and informal mode of savings, the study found that around 83 percent among account
holding customers save in sources such as MFS Wallet, Bank, MFI/NGO/Co-op, Post Office, and
Agent outlet. This is truly an important breakthrough for agent banking operation of Bank Asia.
In other words, agent banking of Bank Asia involved approximately 30,994 new customers in the
banking coverage from the period of December, 2013 to December, 2017.

3.2.4 Ease of accessibility

Easy accessibility is the key indicator to promote agent banking among low income group. Klapper
(2013) claimed that inclusive financial system are more likely to benefit poor people and other
disadvantaged people. Those allow broader access to proper financial amenities. Lacking of such
access to formal savings and credit platform might restrict the individuals to invest only their
limited informal savings for productive activities like education or entrepreneurship development
(King and Levine (1993), Beck, Demirgu¢-Kunt, and Levine (2007), Beck, Levine, and Loayza
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(2000), Demirguc-Kunt and Levine (2009), Klapper, Laeven, and Rajan (2006), and World Bank
(2008a)).

In this study, number of indicators are accessed to measure the ease of accessibility to the financial
services. These are- (1) what number of respondents currently opened account with agent bank
were involved with other bank or not previously?; (2) what are the perceived distance of agent
outlet and closer bank?; (3) were they incurred any travel cost to take the banking services?; and
(4) What are the reasons behind uses of agent banking?

There are number of respondents who did not open bank account due to the knowledge gap and
lack of poor access. Moving towards the frequency of availing services from formal financial
institutions the study found that about 84% people usually visit formal or semi- formal financial
institutions in absence of agent banking system. Only a smaller section of people (16%) people
responded as opposed to the above fact. However, the questions that is more important is the
distance and their travel cost to banks and agent outlets.

Table 18: Perception about distance of closer bank and agent outlets

: . P ion (%
Weight Distance erception (%)

Bank Agent Outlet
0 Do not know 0.86 1.72
1 Very close 5.05 51.97
2 Near 26.85 36.58
3 Average 28.82 7.02
4 Far 21.18 1.85
5 Very far 17.24 0.86

Source: Survey of Unnayan Shamannay, 2018

The above table represents the perception of customers, about the distance of the financial
institutions such as bank and agent outlet from their respective residence. Majority of customer
(52 percent) agreed on the fact that agent outlet is in very close proximity from their residence.
This findings indicates that they can save on transportation time and cost. About 37% customers
consider agent outlet to be near to their living radius while 27% believed that bank is very near. A
good number of respondents (17 percent) reported that bank is too far for availing the services.
Therefore, it can be postulated that location selection for agent outlet is very important to cover
the good number of underserved population. The closer the agent outlets to the doorstep of
potential customers, the better the ease of access to financial services for unbanked populace.

Indeed, the closer the distance, the lesser the transport cost for the account holder as well as walk-
in customers. It is our hypothesis that the respondents will report about the reduction of
transportation cost due to agent outlet established in their reach. This fact is shown in the coming
figure.
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Figure 5: Comparison of Transportation Cost
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Viewing cost-effectiveness of agent banking system in comparison with formal or semi-formal
institutes the study revealed that 66 percent respondents now agreed on the fact that presence of
agent outlets has allowed customers to save on transportation cost while 90 percent have incurred
cost prior to establishment of agent banking. On the other hand, 34 percent respondents opposed
to the above fact. Customers not only save time and cost of transportation but also enjoy increased
number of hours.

The study also revealed the reasons behind using the agent banking services instead of formal or
semi-formal institutions.
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Figure 6: Reasons behind uses of agent banking (%)
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The above pie chart shows 28 percent favored agent banking because it is very close to their door-
steps while 25 percent chose for better services as per their expectation. It is known that banking
services are safer and secure than semi-formal institutions and 17 percent respondents flagged this
reasons as the third priority to avail the services from agent banking of Bank Asia. Likewise,
around 13 percent of account holders and walk-in customers perceived that low services cost
influences them to use the agent banking.

The current research also found that the lack of knowledge about the banking and agent banking
as well as low monthly income are the pressing issue for the non-customers to be excluded from
the financial services.

Table 19: Causes for not opening account

In Bank In Agent Bank
Reasons n=205; response=295 n=205; response=299
Response % Response %
Lack of knowledge 81 27.5 84 28.1
Far from my residence 13 4.4 6 2.0
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Expensive/income relatively

low

Satisfy with available

alternatives

Lack of trust/confidence 11 3.7 26 8.7
Source: Survey of Unnayan Shamannay, 2018

152 51.5 147 49.2

38 12.9 36 12.0

The table shows the reasons for not opening an account in bank or agent banking institutions.
Above 49 percent non-customers reported that low income restrained them from having an account
in formal financial institutions while 28 percent responded their lack of knowledge is second
important reason to be excluded from opening account. Still, the non-customers perceived that
agent banking is not cost-effective compared to Bank. Therefore, it is important to introduce better
marketing strategy to share information with greater number of people about the agent banking
and its benefits.

The Hope of a Rustic Area with Rudimentary Facilities (3.2.4)

The irony fate made Mr. Jahidul Islam to work as an agricultural labour after completing
Bachelor Degree. After taking a training on computer and ICT related work, he was able to
open UDC centre as a young skilled entrepreneur. As he had training on computer literacy,
he successfully provided services in his locality. The transportation system of Tekani Union,
is very much rudimentary. Devastating river erosion is very common in this char area.
Waterway is the only transportation system available here. There is no other better option for
the sick people as well. In July 2015, when Mr. Jahid learnt about the agent banking outlet
of Bank Asia, he felt equivocal how this outlet will be accepted by the local people. However,
the local authority encouraged him as it was going to be the first formal financial institution
in the area. Now people of this char area are enjoying the benefits of DPS, FDR, formal
transaction, remittance transaction via formal channels etc. Although the loan facilities could
have gained higher satisfaction, people are still satisfied with the provided services at lower
cost. Moreover, the agent banking of Bank Asia is the most trustworthy institution they have
ever known. Even, there are some businessman who regularly complete transaction using
this outlet whereas they had to face enormous problems to do this before.
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3.2.5 Knowledge about services and uses of services

Awareness among the account holders and walk-in customers regarding different types of agent
banking services is important because poor degree of awareness causes low volume of transactions
or increasing the number of inactive account. Literature review found that three-quarter account
holders save their money with Bank, making at least three withdrawal in a month, or making
electronic fund transfer yet there remains more scope for growing the activity of account among
the banked population (Demirguc-Kunt, Klapper, Singer, & Van Oudheusden, 2015). More
information dissemination about the existing products and services can influence the growth of
transaction.

Table 20: Knowledge about agent banking product and services

Rating (n=607; response=8422) Percentage

. Fairly Not Poorl Very % ot Properly

Service name Aware y properly
aware aware aware aware
aware aware

Savings 141 49 35 22 355 9.5 90.5
DPS 133 68 62 33 298 16.0 84.0
Cheque clearance 87 56 234 47 140  49.8 50.2
Remittance withdraw 103 62 142 38 226 31.5 68.5
Debit Card 68 53 314 40 84  63.3 36.7
Fund Transfer 101 68 192 50 147 434 56.6
SME Loan 50 62 317 52 72  66.7 33.3
Agriculture Loan 32 56 369 47 48 754 24.6
Personal Loan 48 33 365 53 58 75.0 25.0
School Banking 56 38 335 36 85 675 32.5
Bill pay (REB, DESA,
DESCO) 82 49 170 35 246  35.2 64.8
WASA bill 10 9 499 9 24 922 7.8
Passport fee 63 58 288 30 111 57.8 42.2
Insurance Premium 34 37 400 23 52 77.5 22.5
Allowances (safety net) 15 20 448 12 38  86.3 13.7
Total 1023 718 4170 527 1984  55.8 44.2

Source: Survey of Unnayan Shamannay, 2018

Majority of customers (91%) agreed that they are properly aware of savings scheme of agent
banking system while 84 percent customers found themselves as properly aware of DPS service
followed by almost 69 percent customers are well aware of remittance withdrawal service. Here,
a significant proportion of customers are aware of bill payment service which corresponds to the
huge number of bill payment at agent outlets. Moreover, more than 50 percent people are aware
of cheque clearance as well as fund transfer. But, still there is poor awareness about passport fee,
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insurance premium, safety net allowances, school banking and different types of loan product. The
basic reasons is the availability of the services in different agent outlets. The availability of these
services at all outlets is very important for the agent to expanding their future business. On an
average, about 44% customers are found to be properly aware of services provided by Agent
Banking system. Therefore, far below the 50 percent account holders and walk-in customers are
aware about the different product and services of agent banking.

Table 21: Uses of product/services in the last 30 days

(n=607; response=9105)

Service name No Yes % uses services
1 Savings 225 382 30.3
2 DPS 383 224 17.8
3 Cheque clearance 561 46 3.7
4 Remittance withdraw 485 122 9.7
5 Debit Card 578 29 2.3
6 Fund Transfer 520 87 6.9
7 SME Loan 592 15 1.2
8 Agriculture Loan 599 8 0.6
9 Personal Loan 590 17 1.4
10 School Banking 601 6 0.5
11 Bill pay (REB, DESA, DESCO) 317 290 23.0
12 WASA bill 603 4 0.3
13 Passport fee 588 19 1.5
14 Insurance Premium 598 9 0.7
15 Allowances (safety net) 606 1 0.1
Total 7846 1259 100.0

Source: Survey of Unnayan Shamannay, 2018

Majority of customers (30.3%) responded that they are availing savings scheme of agent banking
system which corresponds to the highest level of awareness of the said service. Secondly, almost
23 percent customers are availing bill payment which indicates significant number of respondents
who are properly aware of the said service. Moreover, almost 18 percent customers are using DPS
scheme of agent banking system of whom constitutes second highest proportion of the awareness
of the mentioned scheme. However, level of awareness not necessarily always corresponds with
frequency of service. For instance, although around 69 percent customers are well aware of
remittance withdrawal service the frequency of availing the said service is only about 10 percent.
It is found during the interview with agent that this particular transaction becomes higher during
the festival times. It is evident that account holders were not properly aware about the products
and services and that is why there is high tendency to not reporting the less important types of
products. Awareness or limiting the knowledge gap among customers has to be reduced to increase
the account transaction activity.
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3.2.6 Composite Index of Financial Inclusion

This study discuss about the financial inclusion related matters in this present section in detail. To
get clear picture about the financial inclusion related aspects, the study finds a way to design the
composite index of financial inclusion centering on the different indicators. Prior to developing
this index, the international and country specific studies were reviewed. However, the composite
index of financial inclusion for the specific agent banking of a bank was not developed earlier.
That is why, this study did not get much support for developing the index based on the existing
literatures. Instead of complex structure of index making process, the study follows much simple
process to construct the composite index. The literature review for selecting proper indicators and
method of developing index are discussed in the annex.

Financial inclusion is being considered as a mechanism to bring the poorer and vulnerable section
of people under the formal banking system. It is a quasi-public good (Mehrotra, 2009) and can be
accelerated by using diverse ways of financial formations; appointing agents is one among ways
to enhance the financial inclusion (Malek, 2017). Thereby, it is important to look at the different
features of agent banking system and the way they contribute to financial inclusion (Malek, 2017).
So the study computed financial inclusion index including indicators that measure the magnitude
of financial inclusion aiming at capturing the comprehensive multi-dimensional impact (Rajani
Gupte, 2012) referring to the surveyed data on Bank Asia’s Agent Banking System. The indicators
are frequency of availing services, visiting times per month to take the services, distance of Agent
outlet (close=5; far=1), number of account (Sarma M. , 2008) , transport cost, per head family
income of customer, Awareness of services being provided by agent outlet, and rural coverage
(Sarma M. &., 2008).

The eight indicators of composite index are shown in summary statistics. Before going to the
final explanation of the composite index of financial inclusion, the statistical condition of the
indicators should be explained.

Table 22: Indices of Indicators on Financial Inclusion

. . 15t Quartile . 3 Quartile
Indicators Min Median Max Mean
(p25) (p75)

PRl IS L IMEs g - 6.6 11.1 16.8 1000 138
of customer

Awareness Index 0.0 41.7 50.0 75.0 100.0 54.7
Availing Service Index 0.0 33.3 50.0 55.6 100.0 48.8
Visiting - times - per -, 22.2 333 55.6 1000 365
month index

Distance of Agent

outlet (close=5; far=1) 0.0 63.6 81.8 100.0 100.0 77.7
Transport cost 0.0 94.2 99.2 100.0 100.0 94.8
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Number of account 0.0 2.5 8.4 20.7 100.0 14.6

Rural Coverage 0.0 50.0 75.0 75.0 100.0 67.5

Composite Index 0.08 25.82 36.64 51.21 99.97 38.50
Source: Survey of Unnayan Shamannay, 2018

The summary statistics of per person family income of customer and total number of account per
agent depicts poor mean value. However, the other indicators except visiting times per month
indicator value remain above the average value. Data also indicates that still there are lot of agents
who have potential to increase number of account holding customer but still unable to do so due
to the lower level of family income of their corresponding customers. The significance of this
findings could be reasonable enough as majority of respondents (75" percentile) agreed on the fact
that agent outlet is in close proximity of their residence hence it saves their transport cost.
Therefore, it is evident that an increase in account opening will further influence of low income
group consideration of multiplier effects. On other words, more rural coverage and awareness or
marketing program can improve the financial inclusion index on average.

The role of agent banking is to increase the financial literacy as well as geographical spread of
financial services to bring the small depositors into the financial system of the country. However,
the study found customers who are in close proximity of agent banking outlet tends to be less
aware of services provided by agent banking outlet. Therefore, it is evident that an increase in
account opening will further influence of low income group consideration of multiplier effects. On
other words, more rural coverage and awareness or marketing program can improve the financial
inclusion index on average.

Figure 7: Indices of Indicators for Composite Index by Division
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In case of Mymensing, Dhaka and Rajshahi, more than 50 percent (above average) respondents
avail services provided by agent outlets while the number is very low for respondents in Barishal
and Sylhet. The significance of this findings could be reasonable enough as majority of
respondents agreed on the fact that they are properly aware of services provided by agent outlet
and it is in close proximity of their residence in case of Mymensingh and Rajshahi hence it saves
their transportation time and cost. The only deviation from the general observation is observed in
case of other six divisions where customers perceived that agent outlet is near to their residence
however they fall behind both in case of being aware as well as availing the services. One
interesting finding is majority of customers (75 percent) in Khulna division were found to be
properly aware of agent banking services however they fall below average number of people who
avail those services. This deviation may be explained by the fact that mostly respondents came to
know about agent banking from their friends and relatives while very few of them knew from
leaflet/miking/poster/ Sales staff. Therefore, more awareness program/marketing campaign can
speed up the service availing index on average. Study also found that there is a correlation between
small/lower per head family income and number of total formal account in case of divisions such
as Barishal, Chittagong, and Rangpur. Although the correlation per head family income between
and account penetration explains some variation in the use of financial services, it by no means
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explains all of it. Alternative explanations included lack of enough money to maintain a formal
account, lack of the necessary documentation, lack of trust in banks, the availability of alternatives
to formal financial institutions, and religious reasons (klapper, 2013). All of these issues could be
reasonable enough to perceive having an account as an unnecessary expense (klapper, 2013). In
general, it is important that how well agent keep his/her customer informed and after service they
provide each time (Masila, 2015).

Finally, the composite index shows some deviating pattern in consideration of divisional outfit.
The results of the divisional aspect of the study indicate that, financial inclusion index got highest
median value Mymensing followed by Rajshahi while Dhaka and Sylhet found to have the least
median value. This could be explained by the fact that majority of respondents perceived that agent
outlet is in close proximity of their residence in case of Mymensingh and Rajshahi hence it saves
their transportation time and cost. The case is opposite for division such as Dhaka and Sylhet which
could possibly explain their lower median value in case of financial index. Viewing financial index
in terms of economic indicator such as per head family income as well as financial inclusion
indicator such as number of total account the analysis found that in case of divisions such as
Barishal, Chittagong, and Rangpur, customers are observed to have lower per head family income
and very few of them have formal account with Agent Banking outlet.
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Figure 8: Composite Index on Financial Inclusion
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Overall, the mean composite index value is 38.5. That means there is scope for improving the
financial inclusion index by reaching rural area, generating awareness about banking benefits,
products and services, introducing more low income group products and involving more people to
open account in agent outlet to get higher number of people thru people to people sharing.

3.3 Socio-Economic Changes of Agents and Customers and other impacts

The present study investigates the extent of socio-economic changes of both agents and customers.
In previous section, the discussion tried to cover the different aspects of financial inclusion. But,
where the direct benefit of financial inclusion is not much considered. In this present section, the
socio-economic benefits and changes owing to agent banking initiatives of Bank Asia are
emphasized.
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3.3.1 Poverty and financial inclusion

Previous studies have shown that financial inclusion have positive impact over reducing poverty
and income disparities. Expansion of public bank branches in rural areas of India has directly
influenced the poverty rate to reduce (Burgess and Pande, 2005). Likewise, Brune et al. (2011)
found that increasing the outreach of financial services to the rural villages of Malawi helps
improving the social well-being of poor as this accessibility provides benefits of using saving to
buy their agricultural inputs.

Using our survey data and World Bank Interactive Poverty Map data, the relation between
financial inclusion and poverty rate reduction has shown presenting in the scatter plot. Each of the
scatter dot shows the coordinating point of head count poverty rate and composite index of
financial inclusion (CIFI) for each of the survey districts of Bangladesh.

Figure 9: Poverty Rate and Composite Index of Financial Inclusion by district
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Source: Survey of Unnayan Shamannay, 2018 and World Bank Interactive Poverty Map Data
(2016)

It is evident from the scatter plot that there is a relation among the financial inclusion and poverty
rate. The linear regression line shows that the relation is negative. That means, the higher the
financial inclusion the higher the reduction of poverty. The better CIFI shows in Kushtia district
where poverty rate is close to 4 percent. In contrast, Bandarban shows lower CIFI value and rate
of poverty is higher compared to other districts. Although Kurigram district have higher poverty
rate where CIFI value still bigger than that of Bandarban districts. That means, the government
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initiatives to reduce poverty in Kurigram district made better extent of financial inclusion.
Therefore, it can be said that financial inclusion and poverty rate are interrelated issues.

In this study, we have tried to represent some indictors to explain the social and economic changes
of agents and customers. The changes for agents are shown by looking into variables such as their
present social condition, rate of satisfaction, employment and income generation etc. while socio
economic changes are considered by comparing the situation of account holders, walk-in
customers and non-customers.

3.3.2 Agents’ contribution in employment generation

Agent banking not only provides banking services in the rural area but also generate employment.
The study found that the each of the agents deploys staff for providing better services for their
customers.

Table 23: Average and total number of person employed in sample districts

o Total Number Total Number of Total

District Mean of Agent Agent (population) Employed
(sample) (person)

Bandarban 2.0 1 22 4
Barguna 1.8 9 36 64
Bhola 1.9 14 52 97
Bogra 3.7 22 69 257
Comilla 3.9 21 91 351
Dhaka 4.0 17 26 104
Gazipur 35 6 15 53
Jessore 2.5 18 91 228
Kurigram 1.8 16 61 111
Kushtia 4.8 6 62 300
Mymensingh 4.2 11 11 46
Noakhali 2.7 20 84 223
Pabna 2.0 1 7 14
Rangamati 2.4 5 5 12
Rangpur 215 8 11 28
Sirajganj 2.9 17 83 244
Sunamganj 1.4 7 26 37
Sylhet 2.5 4 4 10
Totl in 2.97 203
Sample
Total in 1497 4439
Population

Source: Survey of Unnayan Shamannay, 2018 and
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Agent Banking Division of Bank Asia (2018)

Figure 10: Percentage share of employment generation by divisions
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Source: Survey of Unnayan Shamannay, 2018 and Agent Banking Division of Bank Asia (2018)

Here, the table shows the staff deployment picture of agent banking of Bank Asia. In our sample,
the average staff recruitment per agent is around 3 person. That means, each of the agents deploys
3 persons for providing services at outlets. In total, around 4200 persons were recruited by all of
the agents of Bank Asia (calculation used the data up to December, 2017). The highest number of
staff employment is found in Comilla (351 persons), then Kushtia (300 persons) and followed by
Bogra (257 persons). The rate of employment per agent is higher in Kustia (around 5 person)
followed by Mymensing district. On the other hand, lower rate is found in Sunamganj (1.4)
followed by Kurigram and Barguna districts. Interesting finding is that 90 percent of recruited staff
are working as full time basis.

The figure shows percentage share of employment generation by divisions. Here, Dhaka division
(33 percent) exhibits the highest share in the pie in creating employment opportunity while
Rajshahi takes second highest share (19 percent) followed by Khulna division (13 percent). Still,
there is scope for reaching in other low-share divisions increasing higher number of agent points
for targeting new employment.

Therefore, it can be postulated that agent banking is good investment platform for generating
higher employment at present and future.
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3.3.3 Improvement in agents’ entrepreneurship

Each of agents made partnership agreement with Bank Asia to run the operation of agent banking.
The most of agents are coming from the different types of business or employment. On the other
hand, some of them were previously unemployed. It is found from the discussion that agents got
enthusiastic to handle this type of business for its sustainability. Though, the unemployed ones
became benefited for self-employment, others were impressed for the different factors. The
motivation to be an agent are figured out as follow.

Figure 11: Motivation to be an agent (%)

Social Recognition

There are demand for such operations so | got
involved

I wanted to expand my business

I want to be associated with a brand

I was running a UDC

Got an opportunity for investing idle money
My previous job was not paying enough

I was unemployed before

o
[y
o
N
o

30 40 50 60 70 80 90
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Around 80% agents agreed that, as an entrepreneur, social recognition is the most powerful
element to engage with such noble business model. Then, the brand value of Bank Asia is the
second choice of motivation to be an agent (about 74%) followed by the business expansion
mentality of entrepreneurs (72%). On the other hand, the increasing demand of agent banking
(68%) and investment of idle money (about 60 %) are notable factors for involving with agent
banking. Thus, it can be illustrated that the penetration of agent banking created ambiance for
promoting better entrepreneurship.

It is also found that around 43 percent of agent are doing other businesses at agent outlet. Of them,
about 37 percent doing agent banking along with business works of union digital center while
above 30 percent are providing photocopy and fax services followed by 13 percent are engaging
with bKash/Rocket (mobile financial service) services. Due to the social appreciation and brand
value of agent banking services, the new entrepreneurs, existing small business doers and
unemployed people got encouraged to do such businesses. Therefore, agent banking contributes
in developing entrepreneurship.



3.3.4 Agents’ contribution in increasing micro-deposits

Agents are contributing in increasing the national savings. It is said that the deposits under the
agent banking coverage are the savings those were not previously in the formal channels. At
present, the savings balances have been increased by approximately 388 times compare to the
inception year while it is about 131 percent higher or BDT 358 million compared to 2016.

Figure 12: Savings balances (in Million BDT)
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Figure 13: Junior School Banking Deposits (in Million BDT)

45.0 419
40.0
35.0 32.2
30.0
25.0
20.0
15.0
10.0
5.0
0.0

Deposits (in million BDT)

2015 2016 2017

Source: Authors’ calculation based on the data of
Agent Banking Division of Bank Asia (2018)

45



On the other hand, agent have direct contribution in opening Junior School Banking account and
collecting micro-deposits to strengthen the financial literacy from the beginning of student life.
This initiative of Bangladesh Bank have are being implemented by the agent banking outlets where
agent banking of Bank Asia plays significant role to collect this deposits.

Teenaged Bank Customer (3.3.4)

Mosaraf Hossain is a student of class 10 at Malumghat Ideal School, Chakaria and
the elder son of his parents. When he opened a junior account in agent banking outlet
of Bank Asia his father Mr. Liton, the only earner of the family, was a temporary
businessman. Most of the time his family had to take loan and donation to manage
family cost. They rarely could save in any formal and informal way. When Mosaraf
was at class 6, a renowned figure of his area came to their classroom. Usually they
called him ‘Morshed vai’ who was actually an agent of Bank Asia. Mr. Moshed
introduced the student about the agent banking of Bank Asia. He told about the
facilities of the agent banking for the students under junior account. Mosaraf’s parents
gave him permission to save in agent banking outlet as they heard about the agent
banking from their son. They were assured that, the account can be opened at 0
balance, anybody from 5 to 17 years old can hold the account, drawing and
withdrawing can be possible any time, Mosaraf cannot withdraw more than BDT
2,000 without parents’ permission, savings is possible from 10 taka, all the
transactions required figure print that made it more secured etc. After two years Mr.
Liton migrated abroad for the better fortune and now send remittance into Son’s junior
account. Moreover, Mosaraf can complete any kinds of transaction including utility
bills by agent banking outlet of Bank Asia. Besides he opined that, it is a good
opportunity for the young student to be accustomed to the banking procedure and
increasing savings tendency. It is a good way to restrict profligate behaviour of the

young people especially in the case of drug addiction.
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Around BDT 10.21 billion has been deposited to the school banking account in Bangladesh up to
April 20182, While through school banking account of Bank Asia near about BDT 42 million
deposits were collected so far. Therefore, the contribution of agents in depositing thru school
banking is evitable and be increasing day to day.

To manage the deposits by making clients, the agents follow different techniques where people to
people sharing (above 17 percent) and marketing support from AROs (nearly 15 percent) are
important factors. Trustworthiness on agents (13.4 percent) is also necessary factor for involving
new clients and generating higher deposits while it is evident that brand value of Bank Asia did
not get much important in attracting clients (only 8 percent). Thus, Bank Asia should take initiative

to promote their brand value to rural areas for encouraging unserved population.

3.3.5 Perceived impact of agent banking

Agents have significant contribution in generating higher amount of deposits thru continuing their
agent banking operation. They postulated that agent banking has some observed effect on the local
economy as per their understanding.

Table 24: Perception of agent about impact of agent banking

Response (n=203;

Opinion response=1114) v

Banking service has expanded in this locality 166 14.9
Promoted savings habit among people 120 10.8
Reduced risk of having cash at home/business 114 10.2
Reduced risk of transferring cash from one 110 9.9
place to another

Reduced time 181 16.2
Reduced distance 169 15.2
Reduced cost 160 14.4
Employment generation 91 8.2
Others 3 0.3

Source: Survey of Unnayan Shamannay, 2018

Most of the agents (about 46 percent) stated that agent banking reduced their time, the distance
and cost of clients. About 15% agents said that agents banking service had been expanding in their

2 Retrieved from https://en.prothomalo.com/economy/news/154423/School-banking-draws-billions-in-deposits.
Dated on 13 September 2018.
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locality where 10.8% said it promoted saving habit among the local people and 8.2% said that
agent banking generated employment. Moreover, about 10% pointed that agent banking reduced
the risk of transferring cash from one place to another. Rest of them mentioned other facilities of
agent banking.

On the other hand, agents were asked about the participation of women. Majority of agents (89
percent) claimed that women participation in taking banking services has increased in their
locality.

3.3.6 Changes in saving behavior of customers

In the financial inclusion section, it is shown that account holders and non-account holders have
saving tendency prior to the operation of agent banking at their locality. However, it is found that
most of them have savings in informal or semi-formal institution like MFI, NGO, at home etc.
Now, those informal or semi-formal savings became formal due to introduction of agent banking
in their localities. Statistics said that 33 percent of account holding customers have savings in other
informal or semi-formal institutes while 20 percent did not have any savings prior to establish of
agent banking at their locality. Therefore, handful number (53 percent) of account holders came
under the umbrella of formal saving channels.

3.3.7 Difference in expenditure patterns of customers

The study assumed that there is a difference in pattern of expenditure among account holders and
non-account holders. Our survey data shows significant differences in food expenses and education
purpose expense between account holders and non-customers.

Table 25:Expenditure pattern of respondents

Type of Mean Expense per month Mean difference
expenses A/C holder Walk-in  Non-customer  p-value p-value
(1) 2 (3) (1vs. 2) (1vs.3)
Food 45.22 46.92 51.15 0.1459  0.000***
Education 12.12 11.18 10.86 0.2280  0.105*
Health 11.83 10.96 10.82 0.3264  0.268
Loan 6.29 4.72 6.32 0.0287  0.967
Others 22.22 23.21 18.43 0.444 0.001***

(*** significant at 1% level, ** at 5% level and * at 1% level).
Source: Survey of Unnayan Shamannay, 2018

About 45 percent expenses of account holders were for food purpose while non-customer spent
half of their earning on food consumption. However, the p-value tells that account holders have
lower average food expenses compared to non-customers which refers to better non-food expense
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for account holders out of their income. This difference is also significant in case of educational
expenses and other expenses. Therefore, it is evident that account holding customer have higher
income in pocket to spend in better non-food expenses.

3.3.8 Differences in monthly income

The hypothesis is that account holders earn more than that of walk-in customers and non-
customers. In this survey, we have collected data on family income *(not household income).

Table 26:Monthly per person income by types of respondents

Monthly income per person

Types Mean (X) SD (o)
A/C holder (1) 8432.6 10463.3
Walk-in (2) 6685.4 5314.8
Non-customer (3) 3900.3 2021.6
p-value (1 vs. 2) 0.034**
p-value (1 vs. 3) 0.000***
p-value (2 vs. 3) 0.001***

(*** significant at 1% level, ** at 5% level and * at 1% level).
Source: Survey of Unnayan Shamannay, 2018

The above table shows the monthly per person family income. It is observed that the account
holders’ family have higher income compared to walk-in customers and non-customers.
Bonferroni comparison test between account holders and non-account holders has shown that there
is significant difference in mean per capita monthly family income between account holders and
non-account holders.

On an average, agent banking customer of Mymensing had highest monthly per person family
income followed by Dhaka and Rangpur. Here, Sylhet and Barishal had less than 4500 monthly
per person family income. On an average, account holder has above BDT 8,400 per person monthly
income. This present study found that account holders have higher earning member per family
compared to non-account holders.

3 Family income means total income earnings by each of the members of family who directly earn and send money to
his/her family. Where family members can live outside of households but this member send money to his/her family
at every month.
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3.3.9 Formal Credit Opportunity
Account holders have better formal access to loan or credits compared to non-customers. Though,
the walk-in customers and non-customers have access for loan from other sources, account holders
have better access to formal loans.

Figure 14: Sources of loan by type of respondents

Percentage

AJ/C holder Walk-in Non-customer

m Agent Bank m Other Bank = Friends/Relatives ® MFI = Informal Lender

Source: Survey of Unnayan Shamannay, 2018

Approximately, 52 percent account holders took loan from the different formal and semi-formal
sources. Still, nearly 41 percent of total account holder took loan from micro-finance institute.
While, about 58.2 percent walk-in customer and 66 percent of non-customer took loan from the
same sources. Here, around 29 percent non-customer took loan from friends and relatives while
21 percent account holder and about 24 percent walk-in customer took loans from friends and
relatives as well. Only nearly 13 percent account holder took loan from agent banking and 23
percent account holder acquired loan from other banks. Therefore, it is noticeable that account
holders are seeking loans from other sources instead of Bank Asia agent banking. The loan process
thru agent banking should be flexible for the customers to availing the loans from bank.

Table 27: Reasons for taking loans from different sources

(n=365, response=511)
Reasons A/C holder Walk-in Non-customer Overall
Establish or expansion of
agricultural businessor IGA
Establish or expansion of non-
agricultural business or IGA

6.1 4.5 4.1 14.7

24.1 9.2 7.4 40.7
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Educational Expenses 4.1 1.2 1.2 6.5

Health Expenses 9.4 3.9 8.4 21.7
Asset acquisition 6.7 2.5 2.3 115
Dl_sgste_r related shock 99 14 14 4.9
mitigation

524 22.7 24.9 100.0

Source: Survey of Unnayan Shamannay, 2018

Thus, the agent banking of Bank Asia can increase the coverage of SME and Agriculture loan
products with greater numbers if the loan sanctioning systems get flexible enough. Because, most
of the account holders took loan due to expansion or establishing their business or IGA related
works (46 percent of account holders). As a results, this needs to be addressed by the Bank Asia

to avail greater number of SME loans thru utilizing the agent outlets.

Dauntless Entrepreneur

Jashimuddin completed graduation from Open University of Bangladesh. His father was a
government services holder, therefore, he tried a lot to become a government officer.
However, he was unable to qualify. Being unemployed for a long time, he decided to open
a computer and photocopy shop. He provided services like photocopy, computer compose,
applying job application through internet, taking photo and printing etc. In 2015, an officer
from Bank Asia visited his shop to work for Bank Asia as an agent. He also told him that
Mr. Jashim could get commission from Bank Asia if he worked as an agent. After receiving
training from Bank Asia he started working as an agent from 2017. At present, people have
saving account, DPS and school banking account in his outlet. People perform transaction
of money and withdraw remittance regularly. Mr. Jashim has two employees in his outlet to
provide smooth quality services. Now he is a good example of changing own fortune as well

as creating employment opportunities for other people.
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3.4 Challenges and opportunities of Agent Banking

Some of the factors which constrain better banking services from agent banking outlets are lower
incomes, poor financial literacy, inactive account (inactive account: they make neither withdrawals
from nor deposits into their account in a typical month although they may maintain a positive
balance), lack of financial support, internet support (Waithanji, 2012). Along with these
challenges, the study found certain issues that should be discussed for future better services to be
provided.

3.4.1 Risks faced by agents

Agents have flagged supply side related issues that can have negative impression for the future
businesses. They were asked about the different business related risks faced by them.

Figure 15: Risks faced by the agents
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Most of the agent supposed that they never faced theft (nearly 81 percent) and local threat problem
(near about 91 percent) while server down and load shedding often affected their banking services.
On average, around 29 percent of agents reported that poor network connection, server down, load
shedding rarely disturbed their banking activities. However, near about-fifth agents reported that
they were facing poor network connectivity at all time while around 16 percent of agents faces
sever down on a regular basis. More than one-tenth agent faced liquidity crisis due to shortage of
cash. Therefore, strong network connection, server connectivity, better or alternative power
backup and cash crisis related issues should be addressed to improve the provided bank services.
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3.4.2 Shocks of respondents

On the other hand, the study found that customers have faced different types of shocks in their
daily life. Those shocks should be discussed for future product design. During survey the
respondents were asked about last three shocks faced by them in the recent time. They have ranked
the shocks by first, second and third shocks. The picture of shocks are look like the given graph.

Figure 16: Major Shocks faced by respondents
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Here, most of the people faced health related difficulties where more than 20 percent reported the
health shocks is the most recent shock. According to them, the second major problem they faced
recently and recent past was business and IGA problem following by disaster. The third problem
according to them was education expenses problem then the last one was marriage and dowry
problem. On the other hand, they have mitigated the shocks by different ways such as took loans
from different sources, support from friends or relatives, withdrawing deposits selling assets etc.
These are shown in the given graph.

Near about 40 percent account holders depends on the support of their relatives or friends while
18 percent withdrew their savings or DPS before maturity to mitigate their shocks. Besides that
account holders depends on the MFI loan for mitigating the health, education or business related
shocks. Relatively, they managed their shocks by mostly by arranging money from semi-formal
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or informal sources. As it is common that either account holders or non-account holders have faced
health related issues, there can be insurance related product for securing their deposits from shocks.

Figure 17: Shock mitigation measures of respondents (%)
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3.4.3 Agents satisfaction

Agents were asked to rate in likert scale regarding their satisfaction to get proper services from
tagged branch offices. Majority of the agents (about 96 percent) reported that their overall
satisfaction is above average point. Poor ratings were found in case of reasonable interest rate on
loan and costlier distance of tagged branch.

Figure 18: Satisfaction of agent in getting services from head office or tagged branch
m Very Dissatisfied Dissatisfied m Ok m Satisfied m Highly satisfied
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Quick access to your deposit/loan account. | 288 | 237 | 232 |

Bank charges |3 299 | 328 | 174 |

Reasonable interest on loan. . 300 | 270 | 165 |

Bank employees’ attitude and behavior. | 203 | 327 | 347 |
Confidentiality about customer account information. a0 R =T T - D o e

Distance to the bank is cost incentives.  JIETIN] 318 | 264 | 149 |
| | |
Services provided by your tagged branch. [} I qum_l

Source: Survey of Unnayan Shamannay, 2018

The study found that most of the agent were satisfied with the service of tagged branch, but
qualitative questions and case stories revealed that he provided commission for different
transactions should be reconsidered. Therefore, this point should be considered from the business
sustainability aspects of agents.

3.4.4 Customers satisfaction

The greater customers satisfaction can generate greater customer base for the banking industries.
That’s why customer satisfaction is considered to be a opportunity of bank or even agent bank to
operate in the market successfully.
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Ameliorating Customer Trust (3.4.4)

At the age of 55, Kulsum Bagum of Sirajgonj is still contributing financial support to her
husband and two children. She was engaged in livestock rearing in home premise and sold eggs
as well as chicken to neighbours. However, her husband intimated her to start tailoring as she
was good at it. She started tailoring about 22 years ago with a sewing machine. In 2003, she
established a tailoring business in front of main post office market followed by a cloth business.
Kulsum Begum opened a DPS in the Islamic Bank where bank representatives collected money
from account holder. However, the act of perfidy was revealed soon as she found that, the money
was not deposited in account. In 2017, locally venerated Jashimuddin opened an agent bank
outlet next to her shop. She was convinced to save money in agent banking by opening DPS.
She was very satisfied with the mobile text message as assurance of her deposit. Since then she
regularly performs bank transaction using agent bank outlet of Bank Asia. This outlet is serving
her purpose than any other formal banking as it is very near to her that requires no extra time
and cost at all. In addition to that, she was interested to take loan to enlarge her business.
However, she was crestfallen about the legal constraint of Bank Asia that precluded the
opportunity. She has loan from local MFI-NGO at higher interest rate. Kulsum Begum found
the loan unfruitful due to the interest rate. Rather, the relatively lower interest rate of Bank Asia
is more feasible. She hopes that, Bank Asia will remove some constraint to make the loan service

more available for her in future.

The figure on customer satisfaction shows that majority of account holders (above 56 percent) are
satisfied with agent banking service while 38 percent of walk-in customers (who comes to
withdraw remittance or pay utility bills) rated the highly satisfaction bar in likert scale. Therefore,
More than 75 percent of both type of customers are satisfied above the average service satisfaction.
It is true indeed that higher the customer satisfaction, the higher the involvement of new customers

and the higher the income or deposits from the agent banking.
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Figure 19: Customer satisfaction
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Source: Survey of Unnayan Shamannay, 2018

As the customer satisfaction can bring new customers due to the social factor called people to
people sharing which is favorably working in the rural areas. On the other hand, lack of proper
knowledge about banking and lack of trust or confidence are the key barrier for customers to be
excluded from this service. Hence, it is necessary to get the customers satisfied with this services
for attracting future customers. Likewise, Bank Asia should telecast about their branch to attract
more low income group customers alongside the utilization of social networking.

3.4.5 Regression on agents’ income
Finally, the study took another approach by performing a regression analysis to identify the factors
which could have significant impact on average monthly income of agents. The regression helps

to draw inference easily. Here, the path diagram of the regression is shown the endogeneous
variable in center and exogeneous variables in rectangles.
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Figure 20: Path diagram of regression on agents’ income
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Result showed that average monthly income of agents has significant positive relation with total
employment generation, number of dps account/sme account, and level of awareness regarding
agent banking services, while impact of other business as well as gender of agent plays the opposite
relation. Although the study presumed that year of operation could have a reasonable impact on
average monthly income of agents but the result found the opposed scenario. However, as agents
are more engaged in other businesses apart from agent banking services, his/her focus will split
enough to show less efficiency in fulfilling customer needs/ reliability in fulfilling orders.
Therefore, results in less professionalism, friendliness and expertise which may help explain the
negative relation between other business and average monthly income of agents. From the gender
aspect, it can be concluded that the observed difference in average montly income of agents being
male/female is statistically significant at 5 % significance level. On an average male agents earns
7188 BDT less ion comparison with female agents. The reason behind could be professionalism,
service quality, reliability, delivery, confidence and quality management (Mas, 2009). In case of
employment generation, from the result it is found that observed impact on average monthly
income is statistically significant at 1% significance level. Hence, entrepreneurship such as agent
banking can contribute to employment generation, grow a pool of skilled workforce and support
them to be included into financial system (Herrera-Echeverri, 2014). The study sought to establish
relationship between year of operation and agents average monthly income. But the result failed
to to show any significant relationship between the said variables. Presuming the overall increase
in the number of transactions comes from visiting the agent more often, the study could not
establish any significant relationship with number of visits and average monthly mincome .
However, it is reasonable to expect that if customers have equal trust for both bank branch as well
as agent outlet and are unconstrained by the amount of the transaction at either location, they will
only bank at one location, thus minimizing transactions costs. Hence, customers sent to the agent
outlet therefore visited agents more often and pick the location depending on the volume of the
transaction they intended to make.

4.0 WAY FORWARD

The better geographical reach of agent banking encounters some challenges from practicability
contexts. Appropriate market study prior to location selection is important. As the various types
of delivery channels are evolving around the market, the selected agent should be properly guided
and monitored to approach following their goals. Therefore, it is much required to better business
incentive model where progressive commission scale should be introduced to ignite the agent for
more deposit collection. Alongside of deposits, direct loan disbursement instead of loan processing
should be initiated by developing risk sharing mechanism between agent and bank. On the other
hands, there is high incidence of health and business related shocks in the low income group and
these might be considered in developing new insurance product for depositors and creditors. There
is no alternatives in the place of agent banking for providing future banking services at the people’s
doorstep while continuous training and sharing workshops for developing agents banking
knowledge is important. Collaboration with different development partners to promote agent
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banking for better financial inclusion is required. Likewise, finding revealed that agent banking
has bigger impact in employment generation, increasing micro-deposits and financial literacy, the
agent banking policy of Bangladesh Bank should care about the proper distribution of agent points
in consideration of location selection.
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