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We wrote back in February 2019 about the demands of global 
corporations for ever-increasing efficiency in cross-border pay-
ments. With business models no longer constrained by borders, 
the ability to make a low-cost (and hence probably ACH-pro-
cessed) payment is fundamental to both ends of the equation. 
If the cost of the payment eats too heavily into the profit of the 
original commercial transaction, everyone loses: the business 
model breaks down for the new economy corporation, the local 
seller of services risks missing out on the opportunity altogether, 
and the local economy suffers.

Therefore, one could make the argument that it is in the inter-
ests of most jurisdictions (and therefore their central banks) to 
make access to low-cost incoming cross-border payments as 
democratic as possible, whilst also ensuring adherence to AML 
standards. The traditional global transaction banks are sitting 
at the eye of the perfect storm, where they are hamstrung by 
legacy systems, demanding regulators, and expensive capital 
demands that combine to render the running of much of their 
own global correspondent network uneconomic. 

SOLVING THE CROSS-BORDER CONUNDRUM
These banks, keen to react to the needs of their customers, 
whilst operating within the identified constraints, look for agile 
partners to help them solve the conundrum. A key factor driv-
ing global e-commerce into specific developing markets over 
the next five to ten years will be the ease and cost for those 
agile partners to process payments efficiently in the target mar-
ket. Fundamental to this will be the approach of the regulator in 
those markets. If regulators want to increase the competitive-
ness of their workforce, with the goal of helping their economy 
grow, then are they willing to adapt to what is becoming the new 
normal and allow non-bank payment providers to compete on 
an equal footing with banks? 

It seems like an odd statement, but there still seem to be many 
regulators around the world who can be too focused on which 
type of organisation is sending a cross-border payment, rather 
than examining the actual underlying payment itself. In many re-
cipient markets, an identical payment can be perfectly legal if 
the payor uses their bank to send a cross-border payment to the 
beneficiary, but if that same sender ultimately used a non-bank 

(or their bank passed the transaction to a non-bank provider) 
that same payment cannot legally be processed in the recipi-
ent market. However, if the payment itself is one that the local 
regulator welcomes, then as long as the requirements around 
reporting and AML are respected, it seems mildly illogical to 
discriminate between the type of payment institution the payor 
chooses to use. 

EXAMINING HOW JURISDICTIONS ADAPT

Examining how different jurisdictions are adapting to this ‘new 
normal’ is not only a point of interest, but also potentially indica-
tive of the direction of travel of a country’s economy. If we take 
two country case studies, as detailed below, there are definite 
signs of a more open approach that can only suggest a positive 
future for the respective local economy.

The first of these is Pakistan. Traditionally in Pakistan there has 
been a requirement for the beneficiary to complete an inward 
remittance form, known as a Form R, when receiving funds from 
abroad. Such a process reflects similar circumstances in a num-
ber of countries around the world and exists for understandable 
AML purposes, to give the regulators a necessary oversight on 
cross-border flows. 

However, the problem with this process is that it relies on manual 
intervention, which adds both cost and time to the transfer pro-
cess, even more so if the beneficiary does not hold its account 
with the onshore correspondent of the paying institution. How-
ever, in recent times this requirement has been relaxed where 
the payment qualifies as a business-to-consumer (commonly re-
ferred to as B-2-C) transaction and the amount per payor-to-pay-
ee does not exceed $1500 in any given month. This is a very 
proactive and innovative approach and renders Pakistani sellers 
of services at no disadvantage to their peers in other countries. 
This may well explain why the demand we see to make these 
types of payments is growing exponentially. 

The State Bank of Pakistan has taken a very sensible, risk-based 
decision that recognises the changing global workplace land-
scape. Further, they have not restricted this access to offshore 
banking institutions but allow correctly regulated non-banks to 
gain access via their onshore correspondent. This approach ac-
knowledges that the oversight they lose on such payments is 
significantly mitigated by three factors: the type of transaction 
(being a B-2-C payment); the amount of money the beneficiary is 
receiving; and the fact that it is now incumbent on the Pakistani 
correspondent banks to monitor such transactions to ensure 
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they adhere to the rules. This is an approach to be applauded 
and one which it is hoped could be replicated in many other 
jurisdictions.

The second case study involves Uganda. In this African coun-
try, it is relatively simple for correctly licensed, foreign non-bank 
payment providers (that can demonstrate to the satisfaction of 
their local correspondent bank that they have sufficient AML 
controls in place) to access the local low-cost clearing system 
via a local banking relationship. Such a connection enables pay-
ment providers to radically reduce costs, whilst simultaneously 
increasing transaction volumes many-fold. Further, it helps bring 
transparency and cost efficiency to cross-border transactions 
and significantly improves that competitiveness of Uganda as a 
destination for cross-border business.  

DEVELOPING MARKETS MUST SEIZE 
OPPORTUNITIES

These countries are not alone in adapting to the demands of 
the ‘new normal,’ but they are demonstrating their desire not to 
be left behind. With political and economic problems currently 
accumulating in traditional developed markets and the need for 
cost efficiency becoming ever more fundamental, the opportu-
nities for developing markets have never been better. Those 
that are able to adapt will be the winners.

As a footnote to the above, it is important to stress that the 
changes needed are often minor. This is not the case of wait-
ing for the holy grail that may or may not be blockchain, or 
cryptocurrencies. Nor is it a case of lowering important AML 
standards, or risking capital flight. It is a case of looking at what 
sensible, low-risk changes a local payment infrastructure can 
implement in order to make the local workforce (and hence the 
local economy) more attractive to offshore companies, in these 
times where many large organisations consider the workforce 
and marketplaces to be global, not local.    
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