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Contribution and Role of Remittance Income in Economic  

Development and Macroeconomic Stability in Bangladesh   
Out of total $700 Billion of global remittance market, Bangladesh shares only $22B which is 

below 3% of global share and covers average 6% of national GDP. Since 1975, Bangladesh has 

received more than $300 Billion remittance income and stands as being the 7th largest recipient 

country, according to World Bank. Since 90’s, remittance has become the driving force for poverty 

alleviation, foreign exchange reserve maintenance, balance of payment management and overall 

macroeconomic stability.   

A billion dollar benchmark in 1993 reached to $15 B in 2015 and approximately $ 22B in 2022 

showing a steady remittance growth for Bangladesh. The trajectory of development history of 

Bangladesh is parallel with the growth of remittance; remittance ultimately fuelled Bangladesh in 

her exemplary success in poverty reduction. Due to remittance and work opportunity in RMG 

sector, Bangladesh could lift out 35 million people out of poverty in last 20 years. 

A large population with growing industrialization and export thirst made Bangladesh an import 

led country with a huge challenge of BOP management. Chronic trade deficit with huge current 

account deficit has been neutralized by the remittance earnings over the period, as recorded. Due to 

robust inflow of remittance income, foreign exchange reserve reached to a historic high in 2020 and 

factually supported Bangladesh to stand strong against challenges of corona pandemic amidst 

sharply falling export income.        

1. Contribution of Remittance Income in Economic Development of 

Bangladesh.  

2. Role of Remittance Income in Maintaining Macroeconomic Stability 

of Bangladesh . 

3. ‘Remittance is the life blood of Bangladesh economy’ – Explain.  

4. Steps Taken for Augmenting Remittance Inflows in Bangladesh.  

5.  

Session Content 
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The inflow of remittance has positive impact on economic growth in terms of consumption; 

savings and investment. Remittance boosts consumption as well as savings in micro level and thus 

encourages small scale investments in SME efforts. Even it can also reduce domestic 

macroeconomic volatility thereby encouraging aggregate domestic investment.  

Remittance increases educational, medical and nutritional spending in recipient families which 

is the key to success for Bangladesh in HDI. Remittance has a positive impact on growth due to 

increasing saving rate and further investment.  

At the aggregate level, the inflow of remittance affects the economic growth positively through 

current account deficit, increasing foreign exchange reserves, stabilizing exchange rate, improving 

financial market and increasing the production activities.  

Remittance indirectly facilitates economic growth by increasing the ratio of Broad Money (M2) 

to GDP. Remittances help to alleviate credit constraints for the poor, substitute for the lack of 

financial development, improve capital allocation, and therefore accelerate economic growth. The 

contributory role of remittance justified it as being the life savings blood for the Bangladesh 

economy.  

 
Read the text carefully and write the following questions:  
 

1. How remittance contributed in poverty alleviation success for Bangladesh?  

2. How remittance income kept the economy balanced over the period?  

3. How remittance contributed in overall growth performance for Bangladesh?  

4. How remittance income can boost private consumption, savings and investment 

simultaneously?  

5. What would happen if there were no remittance for Bangladesh? 

6. Give a suitable title for the given text comprehending the main idea.    
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Steps Taken for Augmenting Remittance Inflows 

The inward remittance plays a vital role in driving the Bangladesh economy, significantly 

contributing to the development of rural areas. It is critical to strengthen the current account balance and 

build net international reserves. To increase the inflow of inward remittances, the government and the 

Bangladesh Bank have implemented various policy measures, including the following noteworthy 10 

initiatives: 

1. Beneficiaries of wage earner remitters receive a 2.50 percent cash incentive on top of the market-

determined exchange rate for any amount of remittance inflow.  

2. Measures have been taken to cease hundi-related activities by utilizing mobile financial services and 

addressing mis-invoicing. This process is ongoing and will continue in the future. 

3. The Bangladesh Bank has removed the limit on fund transfers through Internet banking for 

remittances, as well as the cap on interest rates for deposits in non-resident foreign currencies.  

4. The non-resident foreign currency deposit (NFCD) rate has been increased to attract more NFCD. 

Non-resident Bangladeshis (NRBs) can now use their passports as a document to invest in wage 

earners' bonds instead of the National ID. 

5. The documentation requirement for wage earners' remittances of any amount has been eliminated. 

Additionally, the requirement of a declaration on Form-C has been waived for inward remittances up 

to USD 20,000 or its equivalent. 

6. All fees associated with sending remittances through Bangladeshi banks and exchange houses have 

been exempted, and the highest exchange rate is offered for inward remittances. 

7. Mobile Financial Service providers can transfer remittances using web-based mobile apps, allowing 

remitters to send their remittances directly to beneficiaries’ accounts or wallets from their mobile 

phones without visiting exchange houses or banks. 

8. Local banks are no longer required to obtain prior permission from the Bangladesh Bank to establish 

drawing arrangements with foreign exchange houses. 

9. A market-driven exchange rate has been adopted to reduce the gap between formal and informal 

exchange rates, attracting more remittances through banking channels. 

10.  BFIU and other law enforcing agencies are working to identify people who are engaged with Hundi 

activities to curb the unofficial channels. 

These initiatives reflect a proactive approach to harnessing the potential of inward remittances for 

the country's economic growth and development. By facilitating a favorable environment for remittances, 

Bangladesh Bank aims to further capitalize on this vital source of income and contribute to the well-being of 

its people and the nation as a whole.  
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