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I. BACKGROUND ON THE INSTITUTION 

ICICI Bank is India’s second-largest bank.  ICICI has 469 branches and offices and 1,790 ATMs. 1  ICICI 
Bank was established in 1994 by ICICI Limited, and offers a wide range of financial products and services to 
retail and corporate customers.  The bank has over 10 million clients, of which one million are rural 
clients.  The microfinance portfolio, small relative to the total portfolio, amounts to US$41 million. 
 

II. BACKGROUND ON REMITTANCE PRODUCTS 

The remittances business in India, estimated at about US$17.6 billion in May 2004, is mainly channeled 
through banks, which control about 70% of the market share.  The market is growing at an annual rate of 
15%, with the bulk of remittances coming from the USA and the UK, at US$7.2 billion respectively. 2   
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In an effort to tap this huge market, ICICI began offering remittance services in 1999.  The principal 
targets were non-resident Indians (NRIs) as well as potential clients in rural India.  Currently, ICICI offers a 
number of on-line and off-line remittance products that cater to different geographic markets. 3  ICICI 
markets its remittance products in 23 major cities and towns in the country as well as among NRIs living 
abroad.   
 
ICICI has discovered that, in India, there is a large untapped rural market which lacks awareness of 
financial services as well as convenient access to remittance delivery services.  To service this market, ICICI 
faced two challenges: first, designing a tailored product specific to these customers and, second, providing 
them with easy access to funds.  To address the needs of the rural population, ICICI decided to pilot a rural 
remittance product. 

                                                 
1  Source: Zarin Daruwala, “Mobilising Remittances - The Indian Experience”, WWB GNBI Meeting, Mexico, May 2004. 
2   Ibid. 
3  Information on ICICI remittance products can be found at: http://www.icicibank.com/pfsuser/icicibank/ibank-

nri/nrinewversion/m2i.htm
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III. INNOVATION IN REMITTANCES 

In February 2004, ICICI launched a pilot program in six villages in the southern state of Tamil Nadu (TN).  
TN was selected for the pilot due to its status as one of the largest receivers of remittances in India and 
because ICICI has a wide distribution network in the area. The objective of the pilot was to offer remittance 
services to rural clients who receive remittances as well as to provide them with financial literacy services.  
The vehicle for achieving this goal was introducing low-cost ATMs and rural kiosks. 
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ICICI’s innovative approach in launching the pilot has three phases.   
 
Phase 1: Designing and Simplifying Access via Technology 
The challenge in providing remittance services to rural India was not just the design of a remittance 
product, but also the design of access to the product.  With this in mind, ICICI adopted a two-pronged 
approach for clients to access its remittance funds: through ATMs and in cash. 
 

Rural ATMs 
Since ICICI Bank has a strong branch distribution network in Tamil Nadu, a low-cost ATM network was 
deemed to be an ideal solution for the delivery of remittance funds.  The development of this ATM was 
a joint venture with the Indian Institute of Technology, Madras, and had already been pilot tested. 
 
Cash Agent Model 
This model was piloted via existing Internet kiosks that were present in local ICICI centers and owned 
by local entrepreneurs. These kiosks used Internet connectivity through Wireless Local Loop (WLL) 
technology.  In this pilot program, the kiosks were converted into cash agents and kiosk owners became 
distributors of remittance funds to the rural public. The kiosk owner maintains a working capital of 
approximately US$100.  There are numerous checks and balances from ICICI Bank to eliminate any 
possibility of fraud; for example, daily MIS reports are generated and reconciled with bank data on a 
regular basis.  
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Source: Zarin Daruwala, “Mobilising Remittances - The Indian Experience”, WWB GNBI Meeting, Mexico, May 2004. 

 



Phase 2: Designing the Product 
ICICI Bank offers a range of remittance products that target the Indian diaspora worldwide.  The bank 
identified some of these products as potentially attractive to its rural clients as well.  The two most attractive 
products are Speed Transfer and Insta Transfer, both of which offer the rapid transfer of funds.  Speed 
Transfer offers a transfer of funds within 24 hours, while funds sent through Insta Transfer are deposited 
within three hours.  Both of these products are popular with NRIs living in the Gulf countries, where 
payments and fees are made to international exchange houses and are received for free by the remittance 
recipient. 
 
Phase 3: Financial Literacy, Marketing, and Launching the Pilot Product 
During the first few weeks of the pilot, ICICI focused primarily on building awareness among the villagers.  
Sales personnel of ICICI Bank housed themselves in the kiosks and disseminated information on the free 
receipt of remittances.  They distributed promotional material like leaflets and posters and took the 
opportunity to explain the various products and features of ICICI’s remittances program during regular 
interactions with clients. In this phase of the pilot, ICICI Bank received remittances of approximately 
US$11,000.4

 
ICICI Bank also provided online chat systems to villagers so that they could inform remittance senders of 
ICICI Bank’s services.  The sales personnel from ICICI Bank sent out printed, personalized invitations to 
households with NRI relatives.  These invitations informed remittance recipients about the timing and 
schedule of the chat well in advance so that they could inform their relatives abroad.  This scheme was a 
tremendous success and elicited an enthusiastic response from the villagers.  The bank also implemented a 
bonus scheme wherein one beneficiary receiving more than US$100 qualified to participate in a lucky draw 
contest and win a five gram gold coin.   
 
In researching the use of remittance funds by clients, ICICI Bank discovered that the remittances were 
being utilized for monthly sustenance.  As such, withdrawal of funds was highly likely.  During this phase of 
the pilot, ICICI Bank began to influence withdrawal patterns and succeeded in altering the withdrawal 
frequency from once at the beginning of each month to several times in smaller amounts throughout the 
month, leaving more funds in the client’s account for a longer period of time.  Customers are now typically 
withdrawing the money in four installments instead of the conventional bullet withdrawal which was 
prevalent earlier. 
 

IV. CHALLENGES AND OPPORTUNITIES 

As a bank, ICICI faces some challenges as well as opportunities in offering remittance products.  In India, 
banks are perceived as having a higher standard of safety and reliability and can offer better exchange rates 
than other money transfer organizations.  Most of ICICI’s competition comes from other banks and from 
Western Union.  In fact, Western Union has entered into an arrangement with the post office for fund 
disbursements and also has banks acting as its agents.   
 
However, ICICI is the first bank in India to have entered into the rural market with a targeted, innovative 
strategy that combines access with financial literacy.  The biggest challenge so far has been in providing the 
money at the customer’s doorstep.  However, with the appropriate technology design and distribution 
network, ICICI Bank has been able to provide the client with an invaluable service; ICICI saves the 
customer both time and money by eliminating the need to travel to the nearest town to collect the 
remittance.  In addition, it offers the client a safe and reliable means for accessing and saving funds.  
 

V. IMPLICATIONS FOR INSTITUTIONS OFFERING MICROFINANCE SERVICES 

The success of ICICI’s remittance pilot program can be a lesson for other financial institutions and even 
MFIs that operate in rural areas.  Combining financial services with financial literacy programs can be a 
successful strategy towards not only increasing outreach, but meeting client needs.  For ICICI, this could 
have a tremendous impact on the other microfinance products it offers to rural clients. ICICI sees 
remittances as the entry point in obtaining new clients, the main objective being to subsequently offer 
other financial products such as loans and savings.  

                                                 
4  US$1 = Rs. 43.75 (April 2004). 

 
 



VI. FUTURE PLANS 

ICICI Bank is planning to expand the pilot to several more areas.  At present, 60 more locations in Tamil 
Nadu and 50 locations in Andhra Pradesh (a neighboring state) have been identified. The variety of 
products offered in each of these locations has been improved, and customers now have access to: 

• Life Insurance 
• General Insurance 
• Investments (Mutual Funds, Bonds, IPOs etc)  
• Gold Coin - ICICI Bank Pure Gold 
• Rural Saving Accounts 

 
ICICI Bank considers remittances a segue to offering clients other asset-building products such as savings 
and insurance.  Through remittances, clients can also access better credit products and lending 
methodologies can gradually move away from group lending to individual loans.  

VII.  IMPACT OF THE INNOVATION ON BUSINESS 

The rural remittance program reinforced the idea that the rural market in India has tremendous potential.  
The main issue in tapping this potential was determining the access vehicles that would be most suitable to 
the client.  ICICI Bank has always been a technology-oriented financial institution, and this pilot confirms 
the belief that the solution lies in technology.  It is aligned with the bank’s guiding strategy and has paved 
the path for further broadening the inroads into rural India. 
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