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ABSTRACT 

Remittance activity of the migrant worker to their families is interesting topic to various related parties, such as the Government, 
remittance agency, banking, employment agency, telecommunication company and others. The purpose of this study is to explore 
many aspects related to the remittance activity of Indonesian migrant workers stayed in Hong Kong. A structural questionnaire 
together with an in-depth interview was distributed among the workers and the data were then collected and processed to get a 
clear picture of their profile which then combined with a real transaction data available. From this study, it is found that 49% of 
the worker’s salary was spent for their daily expenditure; 28% for was sent to their families as a remittance and 33% is sent to 
their owned account in Indonesia. The transfer of money is done via various channels; formal and informal channels. 
 
Key Words : remittance activity; Indonesian worker in Hong Kong.  

 
1. INTRODUCTION 
Remittance activity of the migrant worker worldwide to their families backed home has been becoming an interesting 
topic for more than a decade. This attracted many researchers to study more detail on every possible aspect of remittances. 
Indonesia with a total number of population 237 millions, has around 100 millions of people in a labor force. The 
composition is approximately 60% in informal sector and 40% in a formal sector. 
 
Indonesia has a huge number of populations. However, due to fewer job opportunities, some of them migrate to various 
destinations in the world. The number of workers stays out from Indonesia was approximately 4.3 million1. They are 
widely distributed over several destinations, such as Asian, Middle East, Europe and many parts of the world. The 
number of workers in Hong Kong is in the order of 150,0002. They are scattered around Hong Kong Island and New 
Territories. In addition to, there are some illegal workers who are increasing over the five year period. 
 
More than ninety percent (90%) of the Indonesian workers in Hong Kong is women. They are originated from various 
regions. The main province of origination was east Java. Most of them were working as domestic helpers, as caregivers to 
the elderly, shop assistants and as waitresses. Although, their presence in Hong Kong is normally under a two year 
contract, a recent finding has shown that some of them have been settled for more than ten years with different employers 
while some others have even converted their status to permanent residents due to marriage. 
 
The facts that some workers are staying for more than two years would reflect that the working environment in Hong 
Kong is far better compared to other destinations. To them Hong Kong give more opportunities to earn improved income 
compare to two different places such as Middle East and other South East Asia Nations 
 
This preliminary study was aimed to explore some aspect related to the Indonesian FDH which is the largest in 
populations. The study will also address what approach to put on to leverage their remittance activity. Thus, some aspects 
related to their expense and income profiles; remittance activity and the receiver profiles and the demand for financial 
services and intermediation, will be highlighted. 
 
2. DATA COLLECTION AND ITS LIMITATION 
The data were collected from some sources, such as: 
A. A combination of structure and non-structure Questionnaires, as follows: 
 
1. Personal data: to gather the data of age distribution, marital status, a number of children they have, education 
background, length of stay in Hong Kong, what provinces are they coming from; language fluency; computer literacy and 
the participation rate in any local course presence in Hong Kong. 
 
 
1  Badan Nasional Penempatan dan Perlindungan Tenaga Kerja Indonesia (BNP2TKI; 2008) 
2. http://www.scmp.com/topics/foreign-domestic-workers-hong-kong 
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2. Personal data: to gather the data of age distribution, marital status, a number of children they have, education 
background, length of stay in Hong Kong, what provinces are they coming from; language fluency; computer literacy and 
the participation rate in any local course presence in Hong Kong. 
 
3. Shopping activity: to study their daily activity outside the house, such as shopping, to which places, they often go, 
traditional markets and or shopping malls. 
 
4. Remittance business activity: to study their activity for remittances, through which Institution, they often remitted their 
money, how frequent and what consideration they have in mind for remitting their money back home, the exchange rates 
or the service charges?. Include in this activity is remittances to their owned account in Indonesia. 
 
5. The profiles of a remittance receiver: to study the profiles of receivers whether they are their husband, parents, children 
and or other family members, what ages, and how the receiver utilized the money received, is it to cover the daily 
expenses of the receiver or for other purposes such as investment. 
 
6. Personal expense profile: to study what is their budget for food, is it provided by their employer or not, the reason why 
they spend the money for food apart from what given by their employer. 
 
7. What kind of things they buy and for what purpose. 
 
8. How much they have spent for cosmetics, telecommunications, electronic gadgets such as a mobile phone, publication 
(magazine, tabloid and or newspaper); as well as what other expenses they might have within one month. 
 
9. Open questionnaires related to their income & expense, age, education and their other experiences and comments. 
 
B.   Indonesian worker statistic data published by The Ministry of Manpower and Transmigration of Republic of 
       Indonesia. 
 
C.   The   transaction   records   during   the period of six months from January 2012 to June 2012, from which 
       we are able to do the analysis of remittance frequency  based on the amount of money they have remitted.  

 
Limitation of the data collected was among other things, are: the recorded transaction was merely derived from one 
company, which may only reflect 15% of the potential remittance transaction from Hong Kong. 
 
3. RESULT AND DISCUSSION 
1. Indonesian Migrant Workers in Hong Kong 

 
Since the year of 1960, the presence of the Indonesian workforce in Hong Kong has been recorded. At that time, some of 
the Indonesian Chinese is seeking for an escape discrimination. Nevertheless, they are now coming to Hong Kong for an 
employment as a foreign domestic helper (FDH) on a two year contracts. According to the data published by Immigration 
Department of Hong Kong3, the rank of Indonesian migrant workers was second after Philippines. The figure was 
counted for as many as 48% out of 312,395 of non-local foreign workers. Others have said, that ranked for Indonesian 
was the first, whereas the Philippines was second4. 
 
From the returned questionnaires completed by 548 respondents, the age distribution of workers was as follows: 4% of the 
population was 20 years old; 59% was in the range of 20 to 30 years and 37% was more than 30 years of age. The data 
have also shown that 60% of respondents had ever married, with 49% of the population have children and 4% of it have a 
foster child. Their education background was equally important, 84% of them have finished of no less than nine years of 
schooling. 
 
The presence of workers with the age of 20 years old or presumably lower (being a common practice among Indonesian 
workers to adulterate the age in order to get the job overseas) with the education background of maximum nine years of 
schooling and not yet married, might indicate that the workers were forced to obtain the job in order to relax the 
household expenditure (Cox et. al., 1998; Woodruff and Zenteno, 2007) or to raise the household income level( Osili, 
2007) for consumption (Poirine, 1997). 
 
3. http://www.immd.gov.hk/publications/a_report_2012/en/ch1/index.htm 
4. www.rsis-ntsasia.org/resources/publications/research-papers/migration/Amy_Sim.pdf 
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Although, the FDH presence in Hong Kong was initially under a two year contracts, once the first two year terms have 
finished. They all are allowed to renew for another two year contracts, either with the same employer or with a new 
employer.  
 
Nevertheless, there are few cases to which the worker is terminated before the two year contracts have ended. Under the 
old rules, the workers should immediately be leaving the country. Whereas, in the Employee Retraining Ordinance 
(Amendment of Schedule 3) (No 2) Notice 20085, the employer and the foreign domestic helpers (FDH) may terminate 
the existing to start a fresh contract with each other. The worker is also not required to leave Hong Kong upon 
termination of the current job for starting a new employment, similarly applied for a contract renewal with the same 
employer. However, It is unfortunates for the Indonesian workers, this schemes, which definitely eased the workforce to 
restart the work and to prevent them wasting un-necessary expenses to return for work in Hong Kong, has never been 
fully implemented due to non transparent reasons from the representative of authority’s concern in Hong Kong. 
 
In spite of some administrative complications, it is interesting to note that the length of stays of the Indonesian workers in 
Hong Kong is varied. Some respondents (43% ) have  resided   in   Hong Kong  for  two  to  five years (two to three 
renewal contracts), whereas 39% of them was lived for more than five years and on rarely occasion staying for eleven 
years. The facts that most workers have settled for more than two years, would theoretically (OECD, 2006) weaken their 
attachment to family members leaving behind. Nonetheless, the case might not be true of the majority of Indonesian 
workers in Hong Kong consider the followings.: 
 

a. Their presence in Hong Kong is bound by a limited time contract. They are not aiming for a permanent residential 
status. Thus, there will be relatively no or minimal effort to make for a local investment. 

 
b. The presence of spouse, children and parents leaving in poverty, which is highly dependent on the workers drive 

them to return home at some point. In addition to, the workers are also regularly, every one or two years returning 
home to visit their family members. 

 
c. The economic conditions in their village is not yet favorable, i.e.: job opportunities created was low. Whereas, in 

general, income of their families members or to most of the people living in a village is heavily relied on 
agriculture products. These are worsening over the time. Hence, the decision of staying out of the village 
dominated by the job and the income gap differences. This is a strong “push factor” as well as “pull factor”. 

 
At every Sunday or Public Holiday, most of the Indonesian workers, especially FDH is going to Victoria Park and other 
parks around Hong Kong Island and New Territories. The aim of such activity is for sharing info and experiences among 
them. However, detail timing when this gathering practice started in the past is not available. Normally, they are 
performing a small group consists of 10 to 30 members, with one coordinator and also one treasurer. Each member in a 
group is regularly paying a little of the fees to run their activities. 
 
Their activities in a group are varied. On the spot visits, it was found that some of them are performing an Al-Qur’an 
recitation, an Islamic religion activity followed by a spiritual discussion. The main aimed, was to remind and to motivate 
the workers for adjusting themselves to the new environment. Some others are collectively doing a short training for 
many purposes, for example, to create such a small good as embroidery fabric, etc. 
 
Their activities in a group are varied. On the spot visits, it was found that some of them are performing an Al-Qur’an 
recitation, an Islamic religion activity followed by a spiritual discussion. The main aimed, was to remind and to motivate 
the workers for adjusting themselves to the new environment. Some others are collectively doing a short training for 
many purposes, for example, to create such a small good as embroidery fabric, etc. 
 
The majority of these workers (68%) are proficient in Cantonese language rather than English language (10%). This may 
reflect that their daily communication was in Cantonese. Computer literacy is a relatively low, only thirty (30%) percents 
of the respondents could use a computer, whereas the main population (56%) was unable to operate a personal computer. 
Surprisingly, however, that the greater part of them has never taken any local course of computers, i.e. not interested to 
enhance their computer skill. 
 
Indonesian workers in Hong Kong are coming from various provinces. As shown in figure 1., the most are coming from 
East Java (74.6%), i.e., from the region of: Ponorogo; Malang; Surabaya, Blitar, Madiun and Kediri. Meanwhile, to those 
 
---------------------------------------- 
5. Employees Retraining Ordinance (Amendment of Schedule 3) Notice 2008, Legislative Council Brief   2008 
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of Central Java (19.8%), they are coming from: Cilacap, Wonosobo, Kendal; Banyumas and Banjarnegara, and only a 
small number is originated from Sumatra (5.6%), especially from Lampung and Palembang. 
 

 
Figure 1. Province of origin of Indonesian workers in Hong Kong 

 
From the data as collected, most of the respondents (64%) had always taken one day off, every week, to do other activities 
outside the house, whereas twenty one percent (21%) of them was only taking a holiday once in a month and the rest 
(15%) was seldom to go outside of their house. In contrast to the general view, it is recorded that the majority of the 
“FDH” (72%) were not belonged to any group, in other words they tend to be solitaire and do not eager (15%) to commit 
themselves to any existing group. 
 
Furthermore, a few workers (5%) has never gone to either traditional markets and or to shopping malls within their 
neighborhood area. One possible reason for this, is that the worker is only responsible to do the work excluding to go for 
shopping. From the data, we know that most of the workers (82%) has a task to purchase foods from a traditional 
markets. On the spot observation, we learn that they go to conventional market after taking children to the school. 
 
2.  Income and Expense profile of Indonesian workers 
To deepen our understanding towards the workers, a clear picture of their monthly expenditure profiles is required. 
Although the minimum allowable salary of FDH is at least HK$ 4010, from the interview, it is learning that under certain 
circumstances their income was even more than their theoretical income. This happens to be due to additional incomes 
received, for example: some of the workers are often receiving tips in the range of a few hundred Hong Kong dollars to a 
few thousand Hong Kong dollars, to thank the workers for a good job they have done. In addition to, there are few cases 
of getting income from doing a side business like selling a readymade food, books and other related goods to their friends. 
 
Learning from their daily expenditures, the majority (65%) of a respondent has spent money on meals outside the house. 
Their expense is ranging between HK $ 100-300 (21%); HK $ 300-500 (23%) and more than HK $ 500 (10%). Whereas, 
as many as 197 respondents (35%) had said, they never spend any money on meals outside the house. The main reason 
for eating out was apparently due to dullness to eat at home (73%) and a small number (13%) claimed to eat outside in 
order to treating their friends. 
 
Besides food, cosmetics are a requirement of no less importance. This is, as evidenced from the 557 respondents. A total 
of 330 respondents claimed to do the allocation thereof to cosmetics, which ranges from HK $ 0-100 (40%); HK $ 100-
300 (17%) and HK $ 300-500 (3%). A haircut did not seem too important. The majority (65%) of respondents stated, they 
never pay for a haircut. 
 
Surprisingly, are their spending on telecommunications. The majority (+ 90%) states to allocate costs for 
telecommunications, i.e. to buy credits for their owned mobile. The ranges is as follows: less than HK $ 100 (15%); HK $ 
100-300 (44%); HK $ 300-500 (24%) and in excess of HK $ 500 (6%). On a rare case, it is found a respondent that 
spends on nearly HK $ 2,000 per month for a telecommunication only. This means spending the cost of more than fifty 
percent of their monthly salary. 
 
Purchase of telecommunication equipment like a mobile phone, seems to be a basic and a general need. From the 464 
respondents, a majority (95%) has stated, to buy mobile phones on their own initiative. Mobile phone becomes a means of 
communication is very important for Indonesian workers to share their stories and experiences. Confide habit of their 
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fellow is essential. This is generally done to reduce the longing for the homes and families. Communication with mobile 
phones is easier for them. The cost allocation for the internet café is less, the majority of respondents (84%) stated, they 
do not allocate costs to lease the internet from any internet café. This may support an indication towards the low level of 
computer skill. 
 
Expenditure of transport is an important indicator that shows the level of activity outside the house. From the 
questionnaire, it appears that most (55%) of workers had allocation budget for the transportation cost. The ranges are 
from less than HK $ 100 (36%); HK $ 100-300 (16%); HK $ 300-HK $ 500 (2%) to more than HK $ 500 (1%). While the 
remaining (45%) has stated to never have such allocation cost. From the type of transportation used, it seems that 
Indonesian workers were generally using the MTR (88%); taxi (19%) and also bus (78%). 
 
Costs allocated to other activities such as purchasing books and magazines do not seem common, in general (70%) they 
do not target the money for this. This is apparently due to the ease of obtaining reading material in the form of 
Indonesian-language newspaper or magazine provided for free of charge. The same thing happened to the budget allotted 
to organizational activities and other activities such as gathering, the majority of workers (90%) do not allocate money for 
it. Nevertheless, to certain cases are also found there is a worker who allocates funds of social gathering names “arisan”*) 
of up to more than HK $ 2,000, but the number is very small, of no more than 5 percent of the population. 
 

                          
Figure 2. Expense Profile of Indonesian Worker in Hong Kong 

 
On further processing of the questionnaire data, we are able to get a general idea of a spending profile of Indonesian 
workers in Hong Kong, as shown in figures 2. From this figure, it can be concluded that in ideal conditions, a worker is 
generally performing money transfers to their family in Indonesia, amounting to 28% of their salary every month, while 
33% of their salaries is a potential income to put on their own savings. 
 
Furthermore, if seen from the substantial expenditures of communications, that is on the average of 7% of its earnings-
per-month. This amount is a relatively large when compared to the costs of other purposes. From the results of further 
observations, it is realized that the telecommunications link between the worker and a fellow friend in Hong Kong, was 
the most (76%). The main aimed was to vent than for exchanging experiences (11%). The frequency to communicate 
with friends, are quite high, the majority of respondents (27%) confirmed to communicate every day, while generally 
(64%) stated that communication is done every month. 
 
In addition to communication with friends or relatives in Hong Kong, some workers were also contacted their relatives in 
Indonesia. Of the 84 respondents, most (56%) of respondents has declared to contact friends and relatives in Indonesia of 
at least every month (70%), and to some cases (16%), have affirmed contacting their colleagues in Indonesia every day. 
The interesting thing, the majority (57%) of the 142 respondents maintained contact with parents to vent, while the other 
parts (35%) acknowledged contacting parents to discuss any other thing outside business, shares experiences and religion, 
the possibility of family problems. Judging from its frequency, partially (22%) of the 138 respondents claimed to contact 
their parents every day, although most (39%), states to call their parents in every month. 
From these findings, it appears that the communications of workers to their relatives, especially parents and friends are 
very often. Presumably, this represents the efforts of workers to obtain information about their families, parents and 
 
    ------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
*) Arisan is a money raising activities, which generally  are   conducted  regularly (monthly) and the money collected will be handed over to one of its  
    members. In the following month, other members who have not had a turn will get the money from the next collection, the activity will be lasted 
    upon all members receiving the collected fund, normally the activity is run within a one year period 
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children in one side, and on the other sides is an attempt to relieve boredom or loneliness experienced by workers during 
the staying in Hong Kong. The fact that means of communication is self fulfilled, the presence of such facilities are 
important. Whereas, most likely its availability can be used as part of efforts to reduce their excessive spending on a 
telecommunication. This will make workers more cost efficient and might be expected to increase their spending for the 
welfare of themselves as well as for their family members leaving behind. 
 
To simplify, the worker salary in the host country in the case of Indonesian worker in Hong Kong can be divided into 
three parts as follows: 
 

1. Forty nine (49%) percent is spent for their daily expenditure that covers: Food,communication, transportation, 
cosmetic and others; 

 
2. Twenty eight (28%) percent is sent to their families as a remittances;  
 
3. Thirty three (33%) percent is sent to their owned account in Indonesia. 

 
The above phenomena on salary expenditure profile may reflect that both altruistic motive and self-interest motive are 
determining remittance behavior of Indonesian workers in Hong Kong. The altruistic feelings of the workers represent 
their cares towards the poverty and financial burden of the family leaving behind, but at the same time their self-interest 
motive on accumulating money in their saving account demonstrates their intentions to return home for some point. 
Similar occurrence to which altruistic and self-interest motives determine migrant remittances have also been noted (Van 
Dalen et al., 2005). 
 
In contrast to some previous findings, the representation of self-interest motivation for Indonesian workers either for FDH 
or hypothetically for Diaspora Families do more obvious in the form of cash remittances to their owned account in 
Indonesia rather than for investment in the physical form, such as land purchase. This is apparently related to the 
understanding towards of a legal aspect over land ownership in Indonesia. 
 
Meanwhile, to deposit their money in banks is more secure, due to the guarantee by the Government. Therefore, they send 
and or deposit majority of their salaries (33%) to their owned account. This is an indication that FDH is intended to go 
home to some point. 
 
3.  Remittance activity and the receiver profile 
As the cost to work in Hong Kong as FDH, especially for Indonesian workers are a relatively high, amounting to HK$ 
21,000, whereas due to poverty the money were normally borrowed from sources such as money lenders, relatives and or 
agency. The repayment of this loan will be made by installments once they get a job. Under normal circumstances the 
debt is usually paid for as long as six to seven (6-7) months. If we assumed their salary are HK$ 4.010, then during the 
first six (6) months most of the new workers are only received for less than HK$ 1000 or their remittance activity will 
simply begin at month seven (7) to month eight (8). 
 
Although, the forms of remittance activity as widely accepted are varied (See Connell and Brown, 2004). The discussion 
will only highlight the presence of the two remittance activity formats, which are more likely to be performed by most of 
the Indonesian workers overseas, as follows: 
 

1. Money transfer to their families via the formal or informal system 
2. Money transfer to their owned account in Indonesia in the form of Indonesian currency (IDR) or in a rare case in a 

foreign currency  
 

In the first instance, the family members are immediately withdrawn and utilize the money they have received. The 
transfer may be performed via formal channels to the receiver bank account or via the informal channel. Small shops and 
or individuals are used as the non official channels to send the money. To send or to deposit the money to the destination 
account, the shop is communicated with their Indonesian correspondent. The transfer might be carried out via a personal 
internet facility, provided by the majority of Banks in Indonesia. The replenishment to the account is done by the time the 
money is nearly finished. 
 
For the second point, some workers who maintained accounts in Indonesian banks of their owned name is sending money 
to their account. The main aim of maintaining such an account is to save the money for their future use. Normally, the 
money will stay in the account for quite a long time period, in the range of one to three-year times or even for more than 



International Journal of Application or Innovation in Engineering & Management (IJAIEM) 
Web Site: www.ijaiem.org Email: editor@ijaiem.org  

Volume 3, Issue 6, June 2014   ISSN 2319 - 4847 
 

Volume 3, Issue 6, June 2014 Page 227 
 

three years. Regularly, after receiving their monthly salary, bonuses or tips, workers remit money via local banks, 
remittance agency or small shops to the account. The money will then be accumulated in the account, and the withdrawal 
will be made by the time the worker returning home for good. 
 
Such idles is definitely favoring most of the Indonesian banks (i.e.: the interest rate for saving account is in the range of 
1%-2% p.a., and loans are in the range of 11%-17% p.a.), consider the accumulated funds were coming from Indonesian 
workers worldwide, in return for the lack of loan facility to the workers or to their related families. 
 
From the returned questionnaire, it is understood that the occurrence of sending money to their spouses back home is to 
cover with living expenses (50%). While some others (46%) was sending money to their owned account maintained with 
Indonesian Banks. Regularly, most of the workers (64%) was sending money to their parents. Whereas, thirty (30) 
percents of the population were only remitted money to their owned account when it is necessary, for example, when an 
exchange rate from HK$ to IDR is favorable( 63%). This evidence seems consistent with the real transaction's data onto 
over the six month periods from January 2012 to June 2012. Moreover, workers do remit money (figure 3.) twice a month 
(19%); every month (27%); every two months (19%); every three months (19%); every four months (6%) and every five 
months (22%). 
 

                    
Fig. 3. The remittance frequency during the six month periods (January-June 2012) 

 
When compared feedback on the questionnaires and the data onto collected from the daily transaction of the workers 
(Figure 4). The largest part (81%) of remittances was in the range of HK$ 1000 to HK$ 3.000, which is constants with 
the data onto  summarizing in table 1. This figure is also coherent with their expense profile, as described earlier. 
 
To remit the money, some workers are using banks and other financial institutes, whereas the majority of them remit 
through remittance agencies and small shops or 
companies. This happened to be due to the workers' activity outside the house which mainly performed during the 
weekend, at the time when most of Banks and Financial Institutes in Hong Kong are closed. In their operation, remittance 
agencies in Hong Kong is now supervised by The Customs and Excise Department, Money Service Supervision Bureau 
and under The Anti-Money Laundering and Counter-Terrorist Financing (Financial Institutions) Ordinance, Cap. 615 
(AMLO) which came into effect on 1 April 2012,  in which every individual,  who wishes to operate a remittance and / or 
money changing service (i.e. money service as defined under the AMLO) is required to have a licence obtained from the 
Commissioner of Customs & Excise (CCE).  In terms of legality, remittance agencies in Hong Kong are all officials. 
 
Based on the available information, the number of registered remittance agencies operated in Hong Kong Island, and the 
new territories are 17547 agencies7. On average, every remittance agency offers remittance services to a specific 
destination only, very seldom the agencies' offering remittance services to a multiple destination. 
 

 
Figure 4. The average amount of remittance (Data from Questionnaires) 
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Service charges applied by every remittance agency to affect any single remittance is also varied from HK$ 8 to HK$30 
(0.8% - 1.5% of the amount of money sent). Certain agency offers a competitive pricing to send a small amount of 
remittance, whereas other agencies may offer a tearing price based on the amount of money sent. This figure of service 
charges is much lower compares to the Bank charges (2%-2.5%). 
 

Table 1. Data collected during six (6) months of transactions (January-June 2012) 

 
 
As seen in Figure 5, the majority of remittance receivers are parents (44%) followed by spouse (36%) and other family 
members (21%). Moreover, the greater part has the age of above 55 years (27%); followed by the age of 26 to 35 years 
(18%), and 46 to 55 years (17%). The remittance to the age of 8 to 17 years was among the lowest (3%). 
 

 
Figure 5. Remittance receiver by ages (based on six month transaction records) 

 
The fact that the remittance frequency is higher towards the head of households with the age of more than 55 years old, 
may reflect that both the altruism to the elderly (See Zanker and Siegel, 2007) or an exchange motive between the 
workers and their grandparent who look after their grand children (Germenji, 2007 in Zanker and Siegel 2007) might be 
are existed. 
Moreover, it is discovered that 79% of the receiver has a bank account and only 21% of them do not have any account 
with a bank in Indonesia. Thus the majority of the recipients to do a cash withdrawal from the proper channel, which is 
Banks, instead of other channels. 
Nevertheless, the fact that the distribution of remittance recipients of Indonesia is highly concentrated on the regulated 
channels such as banks, while the cost to open and to maintain an account, is relatively high even compared to those of 
most banks in host countries, will indirectly force workers to seek ways of more cost efficient for money transfers. This 
fact seems to be one rational explanation, to the decline in a remittance transaction volume to Indonesia lately. Other 
examples, related to the decrease in the remittance transaction volumes from Malaysia to Indonesia via formal channels 
in spite of increasing numbers of workers depart for Malaysia. During the year of 2006 the total transaction was U.S. $ 26 
billion, significantly lower compared to the remittances flow during the year of 2001, which almost reached U.S. $ 40 
billions8 .(See Coss, et al. Al 2008) 
 
------------------------------------------------------ 
7 https://eservices.customs.gov.hk/MSOS/wsrh/001s1?searchBy=ALL 
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Learning from the utilization of remittances by the receiver, it is observed that the greatest part (69%) of the money 
received is used to cover the recipient daily expenses,(figure 6), instead of for investment, which is less than 10%. Thus, 
the family is derived positive utility of consumption of the workers (See Zanker and Siegel, 2007) 
 

 
Figure 6. Remittance Utilization Profile by the family members 

 
4.  Demand for banking service and intermediation 
Although economic conditions in rural areas which is where Indonesian workers are coming from, are very weak, it is no 
doubt that financial services for them are important and expected at least by worker family members. The fact that some 
senders want to have instant money remittances, thus the money they have sent will reach their families within minutes 
and be able to be withdrawn via Automatic Teller Machine (ATM), reflected some workers and their families are fully 
aware on how to make use of banking networks. 
 
Apart from a high service charge, to send money via banks services and networks is a very reliable and safe course, if 
compared to those of individuals, or other non-formal channels. For the time being, the needs of workers and working 
families towards any financial service are still very basic, only to remittances services. Utilization or access to other 
services and or products consider very minimal or even none. This seems to be caused by a low level income of the people 
living in rural areas compared to that of urban residents. 
 
As the growth of remittance business is mounting on such a fast phase, this will amplify the income level of rural 
population. Simultaneously, they would need to be accompanied by a simple understanding towards banking products and 
services, otherwise the use of remittances is only confined to the excessive consumption behavior, instead of for 
investment. To some cases, the establishment of family businesses in rural areas is still very micro in scales, nonetheless, 
a basic knowledge to recognize a bank service and product is eminent. 
 
Simple product introduction to savings account and time deposits should have been started in line with the high flow of 
remittances to the family. Learning from the past whereby a certain unpleasant case like a robbery and or a fraudulently 
had ever happened. It is observed, that some people receiving money transfers, has now begun to realize the risk of 
storing it in the house. Currently, they are much aware on how important it is to have a bank account and put their money 
in a safe place. 
 
On other hands, as the demand to access to such other bank services and products as loans do exist in Indonesia, most of 
the workers and their families are still unable to utilize the products. The majority of the bank services currently available 
to workers and its family are only confined to take deposits. It is also commonly known, to open a bank account for most 
people living in rural areas with poverty is not easy. Some in flexibility related to the documents required as well as a 
relatively high maintenance fee will be charged to the account, in spite of maintaining balance above the minimum level 
as required. Currently, a fixed monthly cost to have a saving account at most banks are ranging between IDR 5,000. Up to 
IDR 15,000 besides of the initial balance of IDR 150,000 to IDR 500,000, while the interest fees given to the account are 
only in the range of 1% -3% per annum. This condition might be worsened by the fact that the physical presence of banks 
of a town is still very minimal. Such circumstances, will lead most of the low income earners in a countryside are 
unbanked. 
 
A program to introduce a bank saving account openings to the workers before their departure, had ever been launched by 
The Ministry of Manpower and Transmigration of Republic of Indonesia, in a cooperation with one state owned bank of 
Indonesia in the year of 2004. The bank account itself has such a good feature of less maintenance charge and a low 
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minimum balance. Nevertheless, this program has wound up with no success, some workers were departed with no bank 
account. This happens to be partly to some constraints, such as a limited budget for mass education either to the workers 
or to the related parties, including to the bank officers itself, apart from no or a little attention from the bank’s concern. 
 
Therefore, the policy issues related to the development of workers' remittances, which might be so important to 
Indonesia's perspectives of a sending country, should have been viewed from the facts that some of the Indonesian 
workers overseas have yet to have access to such a simple financial product as saving account. Meanwhile, learning from 
the Indonesian worker's profile, the remittance will be growing in parallel to the increase in saving account opening. 
Thus difficulties to have access to the account openings, may in turn lower the remittance business volumes. 
 
Demand for banking products of workers and its families either in the host or in the home countries are obvious. 
However, to solve such problems are not easy, consider the followings: 
 

1. Most of the workers only get a day off, on Sundays and on other public holidays, at the time when banking 
institutions are normally closed. This is becoming a general constraint faced by some Indonesian workers, 
presumably in some other countries, whereby Indonesian related bank is not presences. 

 
2. A stringent rule of the banking sector either in sending or in the host countries whereby most of them are not 

allowed to operate on national holidays and on Sunday, will give rise to workers unable to access to such a product 
as saving account. Whereas, it is not common to Indonesian workers to go out during weekdays, thus the only 
services that can be utilized by these workers are a remittance service offered by agencies. Hence, a cooperation 
with remittance agencies to provide a saving account opening facilities are eminent. 

 
3. Constraints on access to saving account products, will indirectly make workers faced with a complication problem, 

at the time when returning home. Carrying a large sum of cash on returning home, would put workers to face with 
a security problem. 

 
4. A sending country with an interest to gain a foreign exchange of workers, as a one possible source for the State 

foreign exchange thus requires to take a policy measure, in order to maintain the purpose of sending labors 
overseas. 

 
4 . CONCLUSION AND RECOMMENDATION 
To increase the remittance activity, thus would need a different approach, for example: in case of Indonesian FDH in 
Hong Kong, is to provide the need of workers to saving account products and its supporting facilities such as simple 
internet banking facilities to monitor their account progress. The finding towards a self interest motive in the form of 
offshore savings is an indication that the worker's remittance might be leveraged if the worker is equipped with a saving 
account product. Therefore, it is wise for the sending country like Indonesia to relax the rigidity towards banking access 
to the workers and its related families. 
 
Continued research shall be done to study more detail of the remittance activity of Indonesian workers either temporary 
workers and or Diaspora. Theoretically, both workers are having a similar demand, for a bank saving account. Other 
related topics are the magnitude of Indonesian workers (including Diaspora) using an informal channel over a formal 
channel? 
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