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Sammanfattning 

Detta examensarbete undersöker spridningen av informations- och kommunikations-

teknik (ICT) i utvecklingsländer. Fallet som undersöks är ‘Mobile Money’ i Nepal. 

‘Mobile Money’ har nyligen introducerats i Nepal och har potentialen att förbättra 

livet för miljontals människor. Syftet med denna uppsats är att undersöka de 

dominerande affärsmodellerna i Nepal samt vilka drivkrafter och hinder det finns för 

att ‘Mobile Money’ ska spridas inom landet. För att möta syftet genomfördes en 

fältstudie i Nepal tillsammans med en omfattande litteraturstudie inom ICT spridning 

och ‘Mobile Money’. Intervjuer med intressenter inom ‘Mobile Money’, 

observationer samt information från databaser från t.ex. Världsbanken har använts 

som datakällor. Resultaten av studien visar att det finns både hinder och drivkrafter 

för ‘Mobile Money’ i Nepal och att inställningen hos landets institutioner, i detta fall 

Centralbanken, har en stor påverkan på spridningen. 

Införandet av teknik i en ny kontext, eller land i detta fall, visade sig vara en komplex, 

multidimensionell process. En lösning i Nepal skulle dock kunna vara att förbättra 

den institutionella attityden och göra regleringarna mer tillmötesgående. 

Nyckelord: Informations- och kommunikationsteknik (ICT), ICT for 

Development, ICT spridning, ‘Mobile Money’, Nepal 



ii 
 

 

 

 

 Master of Science Thesis INDEK 2013:99  

 

Banking the Unbanked – The Case of Mobile 

Money in Nepal 

   

  Andreas Torbiörnsson 

Johan Persson 

Approved 

2013-06-12 

Examiner 

Staffan Laestadius 

Supervisor 

Cali Nuur 

   

 

Abstract 

This thesis investigates ICT diffusion in the context of developing countries, more 

specifically in the case of Mobile Money in the Asian country Nepal. Mobile Money 

has recently emerged in Nepal and has the potential to improve the lives of millions. 

The aim of the thesis was to examine the dominant business models in Nepal and the 

barriers and drivers for the future diffusion of Mobile Money in Nepal. This was done 

through a case study consisting of a field study in Nepal and an extensive literature 

review in the field of ICT diffusion and Mobile Money. Interviews with stakeholders 

in the Mobile Money business ecosystem, observations and databases from 

organizations such as the World Bank were used as data sources. The results show 

that there are both barriers and drivers for Mobile Money and that the attitudes of 

institutions, in this case the central bank, have a high impact on diffusion.  

The introduction of a technology into a new context was affirmed to be a complex, 

multi-dimensional process. However, in the case of Nepal, one of the solutions could 

be to improve institutional attitudes and make the regulations more accommodating.  

Key-words: ICT for Development, ICT Diffusion, Mobile Money, Nepal 
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This chapter will give the reader a short introduction to the thesis and the problem 

under investigation. It will also present the research questions, shortly discuss the 

delimitations of this thesis and give an outline of the report. 

;=; >0#$+6&:%*!

The emergence of Information and Communications Technology (ICT) during the 

recent decades has led to great changes in modern society. The new ways of 

communication and handling information have given birth to new business models, 

spurred innovation and entrepreneurship, and increased productivity. However, there 

is a disparity between developed and developing countries with regards to the degree 

that countries have benefited from the emergence of ICT. While the diffusion rate of 

ICT has been rapid in industrialized nations, this has not been the case in some 

developing nations. In fact, it might be argued that the economic gap between 

developed and developing countries has widened. At the start of the millennium, there 

was growing concern about the ‘digital divide’ separating those with access to ICT 

from those without. More importantly, those at the Bottom of the Pyramid (BoP) 

(Prahalad & Hart, 2001) – the people part of the largest socio-economic group that 

earns the least, is significantly behind in ICT adoption. The lack of economic 

resources of the BoP makes them unable to afford ICT products and thus hinders 

them from gaining access to communication and information possibilities available to 

those with better means. This widens the gap between rich and poor, not only 

economically but also in regards to education and social life. Even though the ‘digital 

divide’ is a fairly new concept, the socio-economic discourse on difference between 

the developed and developing nation is however not. More than half a century ago, 

the Swedish Nobel Laureate, Gunnar Myrdal (1956) wrote about the ‘backwash 

effect’ in describing how wealth was moved from poorer regions to central rich 

regions because of better facilities and more opportunities for growth and therefore 

creating a gap in development. Today, however, the market is changing with the 

introduction of mobile phones, devices that are getting increasingly cheaper and 

provide ICT capabilities to people. In addition to the decreasing cost, with the 

introduction of the smartphone, phones are also becoming increasingly advanced 
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terminals. Low-cost mobile devices now are starting to have the possibility to reach 

the BoP and empower them with ICT services. 

The point of departure for this thesis is to understand the factors influencing adoption 

and the rate of diffusion of the ICT technology Mobile Money in the context of a 

developing country. The empirical setting of the thesis is Nepal, a country in Asia 

which by all accounts is home to millions at the Bottom of the Pyramid. 

In this thesis, the definition of Mobile Money is adopted from the GSM Association 

(GSMA), an international association of mobile network operators and other 

stakeholders, which states that it “is a service in which the mobile phone is used to 

access financial services” (GSMA, 2010). For the purpose of this thesis, Mobile 

Money is in addition defined as services that aim at bringing financial services to the 

unbanked population (Tobbin, 2011) at the Bottom of the Pyramid. 

Conceptually, Mobile Money is not a new phenomenon; it has existed in Africa for 

several years, one of the most popular systems being M-PESA, which is commonly 

used in Kenya (Camner, et al, 2009; Morawczynski, 2010). According to the World 

Bank, in 2010, the amount of money transferred between individuals in Kenya using 

M-PESA was estimated to be equal to roughly ten percent of the country’s GDP. The 

first Mobile Money service was launched in the Philippines in 2001, but it was M-

PESA that started the international trend in the developing countries. Today, there is 

an increasing number of Mobile Money deployments all over the world, as can be 

seen in Figure 1.1.  

Figure 1.1 Number of Mobile Money Deployments Worldwide 

 

Source: GSMA (2013). No data available for 2012. 
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Nepal is a landlocked, multi-ethnic country situated in south Asia, bordering India 

and China. It is perhaps mostly known for housing some of the world’s tallest 

mountains, including Mount Everest. Nepal has a varying geography and climate, 

ranging from tropical conditions in the southern lowlands to much colder and harsher 

climates in the mountainous region. As is the case in many developing countries, 

Nepal faces many problems, including outbred poverty, low employment rates, lack 

of education and poor infrastructure, in addition to the political instability it has been 

experiencing recently. At the same time, there appears to be some light on the 

horizons; the rate of mobile phone adoption has exploded recently, people are getting 

electricity through micro-electrification projects and literacy is increasing. 

In December 2012, the central bank of Nepal, Nepal Rastra Bank (NRB), officially 

recognized financial transactions made using a mobile phone as part of its branchless 

banking model. It will enable banks and agents to provide mobile banking services, 

expanding the geographical coverage of financial services and giving people and 

businesses, with no proximity to physical bank offices or agents, easier access to the 

financial system. To be able to provide a service like this, several requirements must 

be met. Most importantly, users will need a mobile phone and a subscription and there 

must be a telecommunications infrastructure providing coverage to the phones. Nepal 

has relatively few mobile users and the country’s infrastructure is notoriously 

underdeveloped in many areas. However, during recent years, Nepal has experienced 

a substantial growth in mobile subscriptions. According to data from the International 

Telecommunications Union (2011), the number of subscriptions per one hundred 

inhabitants has grown from 4.16 in 2006 to 43.81 in 2011, an increase with over a 

factor of ten in just five years. 

;=? @6&1(),!A-0-),)%-!

The introduction of Mobile Money in Nepal has the potential to have a great impact 

on the Nepalese. It will facilitate money transactions to rural areas, give people the 

possibility to save money in an account and remove the security risk of carrying 

around physical cash. Thus, the possibilities are countless; Mobile Money is a good 

way to fight poverty and extending the reach of financial services. Mobile Money 

solutions are also usually cheaper than the traditional alternatives. 
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Due to the potential benefits of Mobile Money, it is interesting to study its adoption 

and diffusion in the case of Nepal. The overall purpose of this thesis is therefore to 

investigate the conditions for adoption and diffusion to be successful in the 

developing country of Nepal. 

In particular this thesis aims to: 

• Examine the existing dominant business models in Nepal and how they relate 

to the dominant models in other developing countries. 

• Identify barriers and driving factors for the diffusion and adoption of Mobile 

Money in Nepal 

;=B C).)06#D!E:).-5&%.!

Our research questions are stated as: 

1. What Mobile Money services are prevailing in Nepal and how are they 

affected by the institutional frameworks? 

2. What are the key drivers and barriers for a successful future diffusion of 

Mobile Money in Nepal? 

;=F G)(5,5-0-5&%.!

To perform this study, delimitations were made. First of all, we are discussing the 

diffusion of technology in the context of developing countries. Secondly, the study 

will only focus on Nepal for the gathering of empirical data. Thirdly, the technology 

under investigation is Mobile Money with the perspective of it as a tool to enhance 

the usage of financial services of rural citizens. The thesis will be on the level of 

abstraction of the technology and its adoption and diffusion and will not be making 

predictions about individual services. Finally, the thesis will be done within a 

timeframe of about twenty weeks, including a field study limited to eight weeks.  

;=H I:-(5%)!&2!/D).5.!

In the following chapter, the methodology of the thesis is presented. After that, 

chapter three gives an outtake of the literature and theories used. The chapter is 

focused on providing the higher-level perspective of ICT and its diffusion in a 

developing context and subsequently narrows it down to the relevant theory on 

mobile money. The empirics-based part starts from chapter four, which extensively 

presents the empirical context of the thesis; Nepal and relates it to the diffusion 
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literature in earlier chapters. Chapter five builds on that and presents Mobile Money 

in Nepal, looking specifically at the business models. Chapter six builds on the 

previous chapters and focuses on the interviews we conducted regarding the diffusion 

of mobile money. Chapter four, five and six does not only present the empirical 

findings, they also contain integrated analyses. Chapter seven gives a discussion about 

the results from each chapter and finally, in chapter eight, we conclude the thesis and 

suggest future research that could be conducted in the area. 

 !
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The empirical setting of this thesis is Nepal and as stated in the previous chapter, the 

objectives of this thesis are to examine the dominant business models of Mobile 

Money in Nepal and to identify drivers and barriers for the diffusion of the technology 

in the country. 

This chapter describes the research methodology. First, the research approach is 

defined and a short description of the research process is given. Thereafter, the data 

collection and analysis methods are discussed. The chapter ends with a discussion on 

the quality of the research. 

?=; 30.)!A-:*8!

To answer the research questions and to meet the objectives of this study, the case 

study methodology was chosen. This was due to different reasons. The research 

questions are ‘why’ and ‘how’ questions and the contextual factors are much relevant 

to the phenomena under study, to understand Mobile Money in Nepal data from many 

different fields is needed, which make a case study applicable (Yin, 2003). 

Our study commenced twenty weeks ago at the time of writing and included eight 

weeks of field study in Nepal. The field study provided an opportunity to gather 

contextual information and helped us to construct a new frame of reference for 

ourselves. Also, the access to data was made considerably easier by doing a field 

study as opposed to doing it remotely. The possibility to do face-to-face interviews 

helped to mitigate the risk of miscommunication 

Regarding the nature of this study, it may be argued that it is of exploratory nature 

since no research, up to this date, has been conducted within the same area of focus 

i.e. Mobile Money in the case of Nepal (Collins & Hussey, 2009). Due to the 

exploratory nature of this study, as well as the difficulty to get accurate numerical 

information in Nepal, the research was designed to have an overall qualitative 

approach. This helps in understanding the phenomena under study in deep and natural 

setting compared to quantitative research that aims to measure something (Patton & 

Cochran, 2002; Collins & Hussey, 2009).  
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The research design consists of three stages: a literature study, data collection 

through observations and semi-structured interviews and, finally, analysis of the 

collected data. To form a theoretical framework and a knowledge base in Mobile 

Money and Nepal, a literature review was conducted early in the research process. On 

site in Nepal, interviews with relevant institutions and organizations were conducted. 

Also, as a complement, observations in urban and rural parts of the country to gain 

insight in the challenges prevailing were performed. In the end, the data collected 

could be compared and analyzed with the theoretical framework and conclusions 

could be drawn. It should also be noted that the report was written after all data was 

collected. Below is a simplified figure that represents the research process. 

Figure 2.1 Research Design 
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In the early stage of this study an extensive literature review was performed with 

three purposes. The first purpose was to get a good understanding of the global 

market of Mobile Money and to identify what factors that have acted as drivers and 

barriers for the diffusion of the technology. This was achieved by reviewing case 

studies and academic reports on Mobile Money across different countries. It should 

however be noted that research related to Mobile Money is very new and the case 

studies written have mostly been focusing on African countries. 

Secondly, the purpose was to identify suitable theories to guide our research, put it in 

a theoretical context and help in the analysis. This was done by examining theories 

focusing on innovation, developing countries, ICT and technology diffusion. 

The third purpose of the literature review was to gain a better understanding of Nepal 

in general and the situation of Mobile Money in particular. To learn more about Nepal 

and the challenges the country is facing, secondary sources such as reports and 

databases from The World Bank, ITU and the Central Bureau of Statistics and central 

bank of Nepal were reviewed. To examine the situation of Mobile Money that 

prevails, the research had to rely on information in newspaper articles and on relevant 

websites, e.g. Mobile Money service provider, financial institutions and telecoms, 

since no prior research on Mobile Money in Nepal has been conducted. The latter 

information was verified by establishing personal contact with people in Nepal who 

could confirm the findings. 

The literature review has acted both as a basis for the interview guides and as 

guidance throughout the analysis.  

?=?=? I1.)670-5&%.!

To obtain a good idea of the situation prevailing in Nepal, we made sure to be open-

minded during the time in the country. By using non-participative observations, the 

process consisted of carefully observing the surrounding environment in order to learn 

more about the country and its challenges in regards to the spread of Mobile Money. 

A variety of places in the country were visited due to the fact that the urban and rural 

areas differ a lot.  

The observations were in general used more to construct a new frame of reference for 

us rather than being an actual formal data collection method. 
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In order to gain a deeper understanding of the market of Mobile Money in Nepal and 

to gain key data to answer the research questions, semi-structured interviews were 

used as one of the main data collection methods. Before traveling to Nepal, potential 

companies to conduct interviews with were identified through the Internet and once 

there, interviews were booked. Additional organizations to conduct interviews with 

were also identified after arrival in Nepal. 

The intention was to conduct a total of thirteen interviews with different 

organizations. In the end, ten interviews were performed. This inconvenience was due 

to different reasons. In two cases, contact was never managed to be established with 

the organizations despite countless tries. In the other case, results from other data 

sources made the interview unnecessary. Interviews were conducted with the central 

bank, three commercial banks, three Mobile Money service providers, one remittance 

agency and one Mobile Money expert.  

All interviews except for the expert-interview were conducted face-to-face at the 

companies’ offices in Kathmandu, Nepal. The expert-interview was conducted via 

Skype and the interviewee was located in London, England. The length of the 

interviews varied between one hour and one and a half hour. For more specific 

information about the interviews, see Appendix 10.2.  

The interviews were based on an interview guide that was developed from the 

findings in the literature review to make sure relevant data was collected. The 

questions in the interview guide were reviewed throughout the research process and 

whenever new important findings occurred, questions were added or removed. The 

questions could vary depending on which stakeholder was interviewed; this to make 

sure all interviews was as relevant as possible. An example of the interview guide can 

be seen in appendix 10.1. 

All interviews, except the one with the central bank where permission was not 

granted, were recorded and transcribed to easily be able to access the interview data 

and retrospectively analyze it. The interview that was not recorded had its key points 

taken down on paper during the interview.  

Semi-structured interviews were chosen as a data collection method due to the 

qualitative approach of this study. The need for deep insights made flexible interviews 
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appropriate, while an interview guide gave structure to the interview to ensure that 

nothing was missed and that interviews easier could be compared.  

?=?=F G0-0!"%0(8.5.!

To answer the research questions, the data was processed and analyzed in relation to 

theory. The first question regarding the prevailing services and how regulations affect 

them was answered by sorting out the information from the interviews regarding the 

business models and regulations. It was then related to the theories about business 

models and ecosystems found in the literature.  

The second question was answered through triangulation, where first the contextual 

information about Nepal was analyzed by using Mobile Money diffusion theories to 

get a view on factors affecting the diffusion of the technology. Second, to gain 

another perspective and find the views on barriers and drivers of diffusion held by the 

stakeholders of Mobile Money in Nepal, the data collected through semi-structured 

interviews was reduced, restructured, categorized into themes and analyzed and 

interpreted. After all interviews were conducted, the data was reduced so that only 

relevant information about drivers and barriers had to be analyzed. Thereafter, the 

data was restructured by the major themes that had emerged during the interviews. All 

interviews were then compared in order to find the most recurring themes. Those 

were considered to be the major perceived drivers and barriers, however, all themes 

identified were taken into consideration in order to understand the situation.  

All results are lastly put together and discussed to provide some predictions on the 

future of Mobile Money in Nepal. 

?=B E:0(5-8!&2!C).)06#D!0%*!45,5-0-5&%.!

In this thesis, many different sources have given a holistic view of the issue 

investigated. The thesis could be used as both a starting point for additional research 

into related issues in Nepal and other countries in similar situations. Additionally, 

many parts of this research can be used to validate theories relating to Mobile Money. 

The research has taken a snapshot of the market and much of the information 

presented in it may soon be outdated. However, the application of and criticism 

against the models used and the results found will continue to be relevant for a longer 

time. Additionally, since this thesis provides some predictions, it will be interesting 

for future research to evaluate it in some years. 
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Though the thesis has the potential to provide value to the research of Mobile Money 

because of its novelty, it is not without its limitations. Most figures in this thesis 

should be viewed critically. It is very difficult to find reliable statistics about Nepal 

and even though some of them may come from sources such as the World Bank, the 

figures still are to be doubted. 

Another limitation is language and cultural differences. All interviews, except for one, 

were conducted using English. Neither the respondents nor interviewers have English 

as their mother tongue, something that could have had impact on the findings in this 

study. Although, it may be that both parties understood the words that the other was 

saying, there is still ample room for misinterpretation due to cultural differences. The 

risk of this should, however, have been reduced by our presence in Nepal and 

acclimatization to the culture. Furthermore, since much information was gathered 

from the interviews, the risk of being affected by interviewee bias is significant. The 

interviewees were, understandably, sometimes trying to present the information in a 

very selling manner and trying to glorify their companies. Furthermore, most of the 

interviewees had backgrounds of higher socioeconomic standing and thus their 

perspectives are colored by that. This was attempted to be handled by visiting poorer 

parts of the country, exploring the conditions there. 
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This chapter contains a review on the literature relevant to Mobile Money in the 

context of developing countries. It starts by introducing the broader concepts of ICT 

in development and the diffusion of technologies to give the theoretical context and 

subsequently narrows down to introducing the concept of Mobile Money, its business 

models and diffusion. It presents a selection of the literature and is not exhaustive. 

B=; G)7)(&L,)%-!0%*!<3/!

Information and Communications Technologies (ICTs) have long been identified as 

having great potential to aid developing countries in achieving economic and social 

growth. The introduction of the Internet and related technologies has revolutionized 

the world socially, politically and economically. In many developed nations today, it 

is natural to have easy access to computers, mobile phones and the Internet. The same 

cannot, however, be said for the developing countries. The diffusion of ICT has been 

largely uneven, creating a debate about the concept “the digital divide”, and this has 

in some ways led to widening gaps on both individual and international levels. To 

bridge the digital divide, there is considerable effort being put into digitalizing the 

developing nations. 

Decades ago, Schumpeter wrote about economic growth being driven by the forces of 

creative destruction conditioned among other by technological paradigms 

(Schumpeter, 2013). The emergence of new and better technologies will spur 

development and render older technologies obsolete. The digital revolution has led to 

the rise and fall of many new technologies, as well as an accelerated rate of 

innovation. In the development discourse and ICT, it is often claimed that the 

developing countries can leapfrog the technological path that the developed countries 

have walked, directly taking and implementing the latest technological paradigms and 

skipping previous steps. One example of this can be seen in many developing 

countries today, where landline telephony has become obsolete almost before it 

started, while the adoption of mobile phones is booming (Huang, 2011). However, the 

concepts of leapfrogging and technology transfer have been heavily criticized because 

the adoption of technologies is not as simple as the advocates of leapfrogging would 

have it look like (Davison, 2000). The successful implementation of a new technology 

in a new context is complicated and dependent on many different factors. 
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In the 1990s, the increasing popularity of the Internet and the use of ICT for 

development purposes gave birth to a new body of research, ICT4D (ICT for 

Development). With the rise of development on the international political map such as 

the Millennium Development Goals, and the highlighting of ICT’s role in reaching 

those goals, different organizations began starting ICT4D initiatives to further the 

development of the poorer parts of the world. The first phase of ICT4D, popularly 

called ICT4D 1.0, is usually described as having been characterized by a large 

number of projects creating telecentres in the rural parts of developing countries, 

replicating initiatives in the west during the 1980s and 1990s. The telecentre is a room 

or building that contains communication mean, like an Internet-connected PC, placed 

in a rural community to provide the poor with communication services. These 

projects, however, seldom achieved high levels of impact and at the same time were 

not evaluated objectively due to a strong optimistic bias surrounding ICT4D (Heeks, 

2008). 

With the experiences learned from ICT4D 1.0, the perspective on the issues facing 

ICT4D has broadened and with the incredible rate of adoption of mobile phones in 

developing countries, the game is changing, taking ICT4D to the next step, ICT4D 

2.0. The area has evolved into a multi-disciplinary field that requires knowledge from 

computer science and information systems as well as development studies. The 

problems to be solved are complex and multidimensional and the challenges are many 

(Heeks, 2008): 

• Hardware – The hardware to be used in ICT4D initiatives has to fulfill the 

needs of the population as well as being affordable by some of the world’s 

poorest. 

• Infrastructure – Implementing one specific technology places requirements 

on the available infrastructure, like power and communication, and many 

developing countries have severely lacking infrastructure. 

• Content/localization – Much of the content available on the Internet and 

other mediums today is not relevant and/or understandable by many local rural 

communities. The content in ICT4D projects needs to address the local 

situation of rural communities and to be readable to them. 
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• Services – The services provided have to be adapted to local conditions, for 

example, developing a revolutionary smartphone app will not have much 

impact in communities where people own older generations of phones. 

• Sustainability – ICT4D projects must be design so that the solutions they 

implement will survive when the project time is up and not be dependent on 

constant financial aid. 

• Perspective on individuals – Old views of ICT4D see the poor population as 

being consumers of ICT, while there is actual great potential in them being 

producers of content and ICT innovations. ICT4D must have a holistic view of 

the role of the individuals. 

• Innovation models – Related to the point above, ICT4D initiatives can be 

reliant on different models of innovation. Innovations can be produced outside 

of the communities, together with the communities or inside the communities. 

• Assessment – There have been many ICT4D projects running under the brand 

of ICT4D since it started. However, the assessment of the impact that projects 

have is severely lacking. ICT4D needs to establish models and frameworks for 

assessing initiatives. 

Since the telecentres of ICT4D 1.0, there have been many successful projects and 

innovations in a wide array of fields. In agriculture, for instance, farmers are updated 

about current market prices through their mobile phones. In healthcare, doctors can 

attend surgeries and consult through video-conferencing. In finance, many previously 

unbanked people now have access to financial services through their mobile phones, 

which is the main area of study of this thesis. 

ICT4D is not without critique. It has been argued that ICT4D projects don’t actually 

have an impact as impressive a proponents would like people to believe, while at the 

same time they are very costly. It is also criticized for not learning from history and 

that many of the challenges of ICT4D are not unique for the field, it shares much with 

common technology adoption (Kleine, 2009). Also, it is sometimes unclear as to who 

really stands to gain from ICT4D and the correlation it has with cultural imperialism 

(Neil, 2005). An additional challenge from an academic perspective is that a large part 

of the research consists of mainly case studies that are seldom interconnected to create 

theory (Tibben, 2013). There is a need to standardize research and create aggregation. 
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Furthermore, the focus of ICT4D must make a shift from being supply-driven to 

instead focusing on the impact it has on development (Heeks, 2008).  

B=? /)#D%&(&+8!G522:.5&%!

The issue of technology diffusion and implementing a technology in a new context is 

complicated. There has been much study regarding how technologies spread in 

society (Rogers, 1962; Davis, Bagozzi, & Warshaw, 1989). One of the most popular 

of the existing theories is Everett Roger’s Diffusion of Innovation which covers many 

aspects of the diffusion of technologies (Rogers, 1962). In addition to Roger’s 

framework, other researchers have taken other approaches to study diffusion from 

different perspectives. 
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Roger’s theory Diffusion of Innovations (Rogers, 1962) is an established theory that 

was put forth in more than half a century ago and has continued to be developed 

since. It is constructed from hundreds of diffusion studies from different parts of the 

world. The theory describes the different parts of diffusion, the adopters as well as the 

process of diffusion. For this study we will focus on the four elements of diffusion 

and the five attributes of innovations and how they affect the rate of diffusion. 

Rogers defines innovation as “the process by which an innovation is communicated 

through certain channels over time among the members of a social system” (Rogers, 

1962). At its foundation it has four elements: 

• The innovation – The idea, concept or technology that is perceived as new by 

an adopter. The innovation can be old in another context; the importance is in 

the perception of the adopter.  

• The communication channels – The communication channels are the 

medium through which information about the innovation is spread between 

individuals. Mass media channels are very effective in spreading information 

about a new innovation, while interpersonal channels drive the persuasion of 

individuals to start using the innovation. Individuals are most inclined to be 

persuaded by subjective views on the innovation by other individuals. 

• Time – Time is central to diffusion because it takes time for an innovation to 

spread. Adopter can be classified into several categories depending on how 

long time it takes for them to adopt a new innovation. The categories are, in 



16 
 

chronological order: Innovators, early adopters, early majority, late majority 

and laggards. 

• The social system – The social system is the social context that the individual 

is in. The social system has a social structure as well as a communication 

structure.  

When studying the rate of adoption of an innovation, one must consider the attributes 

of the innovation, since they have a large impact on the adoption rate. There are five 

main attributes of innovations that Rogers have identified (Rogers, 1962): 

• Relative advantage – The relative advantage is the extent of the perceived 

benefits of using the innovation in contrast to what the innovation would 

replace. The relative advantage is fully subjective. An innovation may have 

many objective advantages, but those will not affect the rate of adoption if 

they are not perceived as advantages by the individual. Rogers mentions 

different kinds of advantages that may be relevant, such as economic and 

social advantages. 

• Compatibility – An innovation must be compatible with the values, past 

experiences and needs of the adopter. An innovation that goes against the 

cultural norms of a society will first require cultural change before it can be 

adopted. 

• Complexity – Complexity measures how easy the innovation is to understand 

and to use. More complicated innovations take longer time to be adopted since 

they require the adopters to acquire new knowledge. 

• Trialability – An innovation will spread faster if it can easily be experimented 

and tested by potential adopters in a limited setting. Being able to try the 

innovation before full adoption will help to remove uncertainty from the 

minds of adopters. 

• Observability – Observability measures how visible the results of an 

innovation are to others. It helps to spread the positive, or negative, effects of 

the innovations and creates information sharing and discussion between 

individuals regarding the benefits. 

In addition to these five attributes, Rogers has added four factors to his theory that 

affects the rate of adoption. These are: The type of innovation-decision, the nature of 
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communication channels at various points in time, the nature of the social system and 

how much effort that is made by change agents to spread the innovation (Rogers, 

1962). 
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While the diffusion of innovations theory is broad and covers many aspects of 

diffusion, it is only one perspective. The theory has the mind of the adopter as its 

central point of focus. When studying diffusion from a developing country 

perspective, the context is very different from developed countries and must be given 

its due attention. Furthermore, the theory may be too broad and on a high level of 

abstraction to be of much practical use. ICT technologies, like Mobile Money, are 

also usually not independent of each other. New technologies usually build other 

technologies and one innovation is part of a complex network of innovations. 

Therefore, we will also present some research that has taken another approach to 

diffusion, specifically in the case of ICT, and looked at context. 

To help developing countries that aim to increase the adoption of ICT, there is 

research that is aimed at studying factors that influence technology diffusion on a 

national level to understand the macro-level factors and possibly to provide guidelines 

for policy makers and other change agents to facilitate a good diffusion climate. Many 

studies have identified that there are differences between the relevant factors for 

diffusion of ICT in developed countries and in developing countries (Ackovska, 2005; 

Shih, 2008; Billon, 2009). Partly, the cause of these is economical, the developing 

countries are dependent upon the availability of capital, how well developed 

supporting areas, like infrastructure are, and how open the country is to external 

influences (Shih, 2008).  

Research has found additional factors outside of the traditional economic viewpoint. 

The political climate and the role of institutions and policymakers have been 

identified as having a high potential degree of impact on the adoption of a new 

technology (Milner, 2006). Bad regulatory environments and plays for political power 

can have a stifling effect on diffusion. In addition to that, research has also shown that 

culture is a relevant factor. Factors like power distance and a culture’s tendency to 

avoid uncertainty influences adoption (Erumban, 2006). How well ICT innovations 

align with the values and perceptions of a cultural context is also important (Albirini, 
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2006). Lastly, one factor that is not covered by the diffusion of innovations theory is 

the technological context. ICT innovations usually cannot be implemented in a stand-

alone manner, but require the support of other technologies and communication 

infrastructure (Bazar, 1997). 

A relatively new proposed model, the Open model for ICT diffusion, for investigating 

factors influencing ICT diffusion has been developed by a cooperative team from 

Sweden and Central Eastern European (CEE) countries (Ackovska, 2005). It is based 

on research on ICT diffusion in CEE countries and presents a very open model that is 

yet to be rigorously tested. It is used here to provide another perspective on diffusion 

on a different level. The purpose of presenting it is to exemplify and illustrate 

important issues rather than being used in later analysis. Additionally, it should be 

noted that the context that the model is built on, CEE countries, is very different from 

the South Asian context that this thesis is mainly concerned with. 

The Open Model for ICT Diffusion (Ackovska, 2005) has three main groups of 

factors that influence ICT diffusion: Economic, Human Capital and Local. They are 

represented as intersecting ovals containing circles representing the different factors. 

The factors are listed below. 

1. GDP  

2. Telecommunication 

infrastructure 

3. ICT Production and 

Consumption 

4. Foreign Direct Investment 

5. Spending on Research and 

Development 

6. Education 

7. Research and Education Community 

8. Government, Policies, Law and Practice 

9. Democracy and Openness of Society 

10. Content and Demand 

11. Geography 

12. Culture, language, gender 

Source: Ackovska (2005) 

Figure 3.1 The Open model for ICT diffusion 
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13. Non-Governmental Organizations 

The arrows in the model symbolize that there are feedback effects from ICT diffusion 

to the factors influencing it (Ackovska, 2005). One example is education, which 

understandably drives ICT diffusion, but is also influenced by many ICT innovations, 

in turn being influenced by the adoption of ICT. This implies that the relation between 

diffusion and the factors affecting it are not only simple one-way causal relationships. 

B=B J&15()!J&%)8!5%!G)7)(&L5%+!3&:%-65).!

Mobile Money was introduced in the first chapter as a service in which the mobile 

phone is used to access financial services for the unbanked population. With the use 

of cheap mobile technology it enables people that have never been touched by the 

financial markets to operate banking services, creating new opportunities to enhance 

their lives. By using the technology, people are able to transfer funds to others, pay 

utility bills that they normally have to walk for days to pay and deposit money and 

receive interest. Services of this kind are not new and have been offered through 

mobile phones by others earlier, why it is relevant to ask; what is the difference 

between Mobile Money and Mobile Banking. Mobile Banking is an additive 

application meaning that the mobile phone technology is used as a channel to deliver 

traditional banking services. Mobile Money is transformative and a way of enhancing 

the poor peoples’ unbanked status by introducing them to ‘banking’ for the first time 

(Porteus 2006). 

Another fundamental difference that distinguishes Mobile Money from other means 

of transactions and traditional financial services is the distribution channels, or agents 

(Jenkins, 2008). The agents, which will be described more detailed later in this 

chapter, are the bank branches of Mobile Money and they play a vital role in making 

mobile money more easily accessible compared to traditional banking. 

Mobile Money is a hot topic in the ICT4D discourse. Below we will review literature 

on Mobile Money, explaining how it works, different business models for Mobile 

Money as well as specific diffusion models.  

B=B=; /)#D%&(&+5).!0%*!/60%.2)6!A#D),).!&2!J&15()!J&%)8!

As stated above, Mobile Banking and Mobile Money should not be seen as equal. 

One fundamental difference is the use of agents within Mobile Money. How this 
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works will be described below when reviewing different transfer schemes. However, 

something that does not differ between Mobile Money and Mobile Banking are the 

technologies used to utilize the service. Krugel (2007) has described six different 

front-end technologies that are used in this context.  

• Short Message Service (SMS)  

• Interactive Voice Response (IVR) 

• Unstructured Supplementary Service Data (USSD) 

• Wireless Application Protocol (WAP) and General Packet Radio Service 

(GPRS) 

• Java/J2ME 

• SIM based applications (STK) 

SMS, IVR, USSD and STK are technologies that could be used when there is only 

GSM connection available, while WAP, GPRS and Java/J2ME requires a more 

sophisticated connection allowing data to be sent as well as more sophisticated mobile 

phones supporting GPRS and Java/J2ME. This makes the former technologies more 

appropriate considering the context of developing countries. SMS, USSD, and STK 

are all based on the usage of the numerical keypad on a mobile phone and are no 

different from sending and receiving text messages. IVR involves the user making a 

phone call where the user gets instructions spoken from an interactive voice.  

Regarding the transfer schemes, three typical mobile money transfer schemes will be 

reviewed in order to give examples of how mobile money works. The transfer 

schemes presented are: the deposition of money into the system, the withdrawal of 

funds, and the person-to-person transaction. The person-to-person transaction may 

also be used to explain a person-to-business transaction as well. The transfer schemes 

are based on the work of Merritt (2010) and describe the activities between the users, 

the agents and the network connection with the service.  

Deposition of money. The deposition of money into the mobile money system, also 

referred as cash in, can be equated with a normal bank deposit. However, instead of 

performing the deposit at a bank office, the user visits an agent of choice. The user 

“buys” e-money or deposits money into their bank account (depending on business 

model) at the agent whilst the agent verifies the user’s credentials. The agent sends 

instructions to the network and in return (if everything goes well) the agent and user 
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get a confirmation. The transaction is now complete and the user has deposited money 

into its account (or bank account if applicable). Figure 3.2 illustrates the transfer 

scheme for the deposit of money.   

Figure 3.2 Deposit of Money or Cash in 

 

Source: Merritt (2010) 

Withdrawal of funds. The withdrawal of funds transfer, or cash out, scheme is similar 

to the scheme describing deposition of money and the process can be equated with the 

withdrawal of money from an ATM. The user “sells” e-money or requests a 

withdrawal from its bank account at the agent. The agent verifies the credentials and 

sends instructions to the network. If successful, the agent receives a confirmation and 

provides the user with cash. The transaction is now completed. See figure 3.3.  

Figure 3.3 Withdrawal of Money or Cash out 

 

Source: Merritt (2010) 
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Person-to-person (or business) transaction. The user who wants to send money 

(referred as the sender) typically sends an SMS including the amount of money to be 

sent and the receiving user’s (referred as the receiver) mobile phone number to the 

mobile money service. After the service receives the instructions it asks the sender for 

authentication to confirm the transaction. If the authentication is successful, the 

service charges the sender (if applicable), deposits funds from the sender’s account 

and credits the receivers account with the same amount. A confirmation message is 

sent to both the sender and receiver and the transaction is completed. A person-to-

business transaction scheme would be identical aside from the receiver who would 

represent the business. See figure 3.4 for a person-to-person transaction scheme. 

Figure 3.4 Person-to-Person Transaction 

 

Source: Merritt (2010) 
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Different business models have emerged in the field of Mobile Money around the 

world due to difference in the regulatory environment, consumer climate and 

demographics (Merritt, 2010). However, whatever business model is applicable for a 

market, it is always reliant on a rigorous business ecosystem in order to become 

successful (Kshetri & Acharya, 2012). Depending on what business model is chosen 

for a Mobile Money deployment, the ecosystem surrounding it takes different forms 

and the stakeholders involved take different roles in the value chain. In order to 

explain the relation between the business model and the ecosystem we will introduce 
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a general ecosystem, the key stakeholders involved and the Mobile Money value 

chain before we extensively present the different business models.   
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Jenkins (2008) and Tobbin (2011) have identified six key stakeholders that determine 

the future of a Mobile Money deployment, including the mobile network operator, 

financial institutions, agents (or distribution channels), regulators, merchants/utilities 

and consumers. There are however other stakeholders: micro-financial institutions, 

international financial institutes and donors, and civil society, who could contribute to 

the ecosystem. However, none of them play a vital role (Jenkins, 2008). Below we 

will shortly introduce the key stakeholders and their roles in the ecosystem using 

Tobbin’s (2011) model.  

Figure 3.5 The Mobile Money Ecosystem 

 

Source: Tobbin (2011) 
 

Regulators. The regulators have a special position in the ecosystem and surround the 

ecosystem as shown in Figure 3.2 as their activities covers all others (Tobbin, 2011). 

The regulations prevailing in a country decides what roles the MNOs and banks will 

have in the ecosystem and therefore what Mobile Money business model that is 

applicable.  

Mobile network operator, MNO. The MNO contributes to the Mobile Money eco-

system with great assets and in the most successful deployments globally, the MNOs 

have taken the leading role in the ecosystem (Merritt, 2010). The MNOs extensive 

retail agent network and massive customer base creates favorable conditions for a 

successful role out of the service (Jenkins, 2008). The most important asset the MNOs 

possess is the mobile infrastructure. The quality and extension of the mobile 
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infrastructure is vital for a Mobile Money service to operate well (Tobbin, 2011; 

Jenkins 2008). 

Financial institutions. The financial institutions or banks could play the major role in 

the Mobile Money ecosystem depending on the regulatory environment and business 

model. The banks’ long experience and trust in dealing with money is a major 

contribution to the ecosystem. Another asset the banks possess is their branch network 

and the infrastructure to move money in-between (Tobbin, 2011). In many countries, 

the banks are the only institutions that are allowed to manage public funds and foreign 

exchange. This gives the banks a unique position when it comes to cross-border 

transactions and remittances (Jenkins, 2008). 

The constraints for the financial institutions are the narrow customer base, low brand 

recognition and lack of experience with the BoP population (Jenkins, 2008). 

Agents. The agents play a vital role in the Mobile Money ecosystem by acting as the 

primary contact with the customers and handling both the registration process and the 

cash-in and cash-out functions (Jenkins, 2008; Tobbin, 2011). An agent is a non-

financial entity such as a retail store contracted by the bank or MNO. It could be the 

MNOs own retail store (e.g. airtime reseller) or another local retailer (Tobbin, 2011). 

The use of local retailers contributes to the reach and expansion into new, untouched 

geographical areas for the Mobile Money service (Merritt, 2010). The agents also 

contribute to the ecosystem by their knowledge of customer needs and habits which 

may be used for further development of the service (Jenkins, 2008).  

The key challenge for all agents is to not suffer from liquidity shortfalls, as the 

customers will not be able to access their money. Other limitations may be the agent’s 

business experience (Jenkins, 2008). 

Merchants and utilities. The merchants and utility partners (e.g. electricity payments 

or pay-per-view TV) provides additional reasons for the consumer to use Mobile 

Money. However, they are not vital for the ecosystem to function (Tobbin, 2011). 

They could as well contribute to consumer trust by leading by example (Jenkins, 

2008).  

Consumers. The consumers are the end users in the Mobile Money ecosystem. The 

success or failure of the service depends on consumer behavior and needs toward 
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Mobile Money (Tobbin, 2011). However, some constraints to be aware of are the lack 

of financial literacy and cultural resistance towards new technology (Jenkins, 2008).  

As regards to the value chain of a Mobile Money business model, it can be divided 

into five main parts: the network for data transmission, account opening, cash in/cash 

out agents, money movement, and deposit holding (see Figure 3.3). Which player is 

responsible for what parts of the value chain depends on what business model that 

applies.   

Figure 3.6 Mobile Money Value Chain 

 

 Source: Jimenez & Vanguri (2010) 
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The different business models for Mobile Money that have emerged over the years 

can be divided into four categorize: the bank centric model, the MNO centric model, 

the collaborative model and the independent service provider (ISP) model. Chaix & 

Torre (2013) have developed a framework to locate these four models according to 

the degree of involvement of the two major players: the banks and the MNOs. See 

Figure 3.4. Chaix and Torre (2013) describe these as economic models, however, the 

term is used interchangeably with business models in this thesis due to there being no 

difference between the two terms in the context of this thesis. 
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Figure 3.7 Different Mobile Money Business Models 

 
 Source: Chaix & Torre (2013) 

Below we will present the four different models, their value chain and their pros and 

cons. 

The MNO centric model. The MNO centric model is a transformative business model 

where a MNO takes the leading role in the business ecosystem. In the MNO centric 

business model, the MNO acts as de facto “bank” with limited or no involvement of 

the financial institutions (Merritt, 2010). The MNO manages all relationships within 

the business ecosystem, and is responsible for all regulatory compliances (Peake et al, 

2012) and the entire value chain (see Figure 3.5). However, often the regulations 

demand that the MNO store all deposits in trust accounts at a financial institution 

(Tobbin, 2011). 
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Figure 3.8 The value chain in the MNO centric model 
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Globally, the MNO centric models have taken a leading role in the deployment of 

Mobile Money and according to GSMA (2013) 118 of the world’s 168 deployed 

Mobile Money services are offered by MNOs. This success is often explained with 

the MNOs’ large customer base, known and trusted brand (Krugel, 2007) in the BOP-

market, and geographical reach with the existing network of agents. The constraint 

and reason for not applying the MNO centric model is the MNOs lack of experience 

in the financial service sector (Jenkins, 2008; Peake et al, 2012). 

The bank centric model. Within the bank centric model, a financial institution is the 

cornerstone in the Mobile Money ecosystem and the model is considered to be 

additive. The bank manages the customer relationships and the service is primarily an 

addition to the existing services, as the customer often needs a bank account (Chaix & 

Torre, 2013; Merritt 2010). 

With regards to the value chain, the bank is responsible for all activities except the 

data transmission network (see figure 3.6).  

The advantages of a bank centric model are the financial institutions’ vast experience 

in dealing with money and relationship with the financial regulators (Tobbin, 2010; 

Jenkins, 2008). However, this business model has several constraints and has been far 

from as successful as the MNO centric model (Merritt, 2010). The constraints include 

the lack of experience with and inexistence of agent network, unfamiliarity with the 

BoP-market, and limited brand awareness compared to the MNOs (Jenkins, 2008; 

Peake et al, 2012). 

The collaborative model. A business model that combines the advantages of both the 

MNO and the financial institutions is the collaborative model. This model is preferred 

when the regulatory environment prevents the MNO from operating Mobile Money 

without any involvement of the financial institutions (Jimenez & Vanguri, 2010; 

Merritt, 2010). As seen in the model provided by Chaix & Torre (2013), both the 

MNO and the bank have a high degree of involvement in the collaborative business 
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Figure 3.9 The value chain in the Bank centric model 



28 
 

model. When comparing different collaborative models they can be slightly different 

depending on the co-operation between the bank and the MNO and what parts of the 

value chain the different organizations are allowed to operate. Either the MNO is 

responsible for the relationship with customers, the distribution channels (agents) and 

money movement whilst the bank holds the deposits, or the bank caters the money 

movement and deposits, whilst the MNO only care for the customers and agents 

(Jimenez & Vanguri, 2010; Peake et al, 2012). See figure 3.7 below.  

The collaborative business model has the advantages of both the MNO and bank 

being able to focus on their core business and reduces the risk from performing new 

business functions. Nevertheless, the drawbacks of this model are the fact that both 

parties have fundamentally different business goals and interests in Mobile Money, 

which may lead to pulling in different directions (Jimenez & Vanguri, 2010). 

The ISP model. With low or no involvement of financial institutions and MNOs, an 

independent service provider could offer services similar to what we define as Mobile 

Money. The service provider operates the service by itself, but buys the services 

needed from MNOs and banks. PayPal is an example of an organization using this 

business model. Whether the ISP model is applicable or not for the emerging markets 

has been questioned (Chaix & Torre, 2013).  

There are, however, some cases of collaborative ISP business models where an 

independent service provider works together with one or more banks as well as one or 

more MNOs to launch and operate Mobile Money (Chaix & Torre, 2013; USAID, 

2010). A business model like this could create a broad, interoperable ecosystem 

where other players can join as well and be favorable in a fragmented market where 

the MNOs and banks do not have the scale to offer a solid business ecosystem of their 

own (Jimenez & Vanguri, 2010). 

Bank MNO 

Bank MNO 
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It has been shown that the regulatory environment could determine the success for 

Mobile Money to become successful in a country (Merritt, 2010; Tobbin, 2011). It is 

the regulators’ role to decide who are allowed to operate Mobile Money and, thus, 

determine what business model that is applicable for a market.  

The role of the regulators is, however, twofold. On one hand, they should provide 

enabling environments and encourage innovation to create financial inclusion. On the 

other hand, they should take precautions to reduce the risk of undesirable concerns 

and maintain financial stability. Often the telecommunications regulations are imbued 

with public utility whilst the financial regulations are concerned with safety and 

capital adequacy. This means that their mission requires extensive experience and 

knowledge as well as the courage and willingness to change (Tobbin, 2011). This 

two-handed role has led to two implications that should be considered. 

The first implication regards the financial regulators. The ultimate concern for the 

financial regulators in a country is to create stability and confidence in the financial 

services and markets (Jimenez & Vanguri, 2010). As new means of payments and 

money transfer with the use of mobile technology evolves regulators have to ensure 

the consumer protection and payment system integrity by imposing new regulations. 

A formidable task for the policy makers since the ecosystem consists of non-financial 

stakeholders such as MNOs and independent service providers (Merritt, 2010). 

However, the creation of stability and consumer protection is not the government’s 

only mission. They also concern for financial inclusion since a large part of the 

developing countries’ population is left out of the formal banking system. Financial 

inclusion will require innovation and sound competition among the key stakeholder in 

the Mobile Money ecosystem, and it is the regulators responsible to guide and 

facilitate this (Jimenez & Vanguri, 2010). These two missions create a delicate task 

for the regulators and depending on what they choose to address could determine the 

success of Mobile Money in the country.  

The other implication is due to the fact that Mobile Money is dependent on different 

regulators – the financial regulators and the telecommunication regulators –, to 

complex policies who are accustomed to work separate. This could create 

coordination failure and conflicts in the policy-making surrounding Mobile Money 

(Jimenez & Vanguri, 2010; Merritt, 2010). 
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To create facilitating regulations Jimenez & Vanguri (2010) describes four ideas: 

• An incremental approach to policy making. Where the regulators let the new 

innovations emerge and add regulations when risks reveals. 

• Proportionality, where the regulators weight the potential gain against the 

potential damage when constructing new regulations. 

• Regulatory education to create awareness and knowledge about Mobile 

Money and the tools to create enabling environments. 

• A constant dialogue between the key stakeholders with the aim of establishes 

a shared vision. 

Below is a table describing the different stakeholders’ roles and their limitations and 

constraints. 

Table 3.1 Stakeholders and Their Roles in the Mobile Money Ecosystem 

Players Roles Limitations and Constraints 

MNO:s • Provide infrastructure and 
communications service 

• Agent oversight and quality control 
• Issue e-money (where permitted by 

regulations) 
• Exercise leadership in drawing 

Mobile Money ecosystem together  
• Advise other businesses on their 

Mobile Money strategies   

• Regulatory limitations on 
providing financial services, e.g. on 
taking deposits, issuing e-money 

• Shareholder pressure for faster, 
higher returns 

• Strategic focus that may not 
include Mobile Money 

Banks • Offer banking services via mobile 
• Hold float or accounts in customers’ 

names 
• Handle cross-border transactions, 

manage foreign exchange risk 
• Ensure compliance with financial 

sector regulation 

• Narrow customer base  
• Lack of experience with, and in 

some cases interest in, low-income 
customers  

• Stringent regulatory requirements 
with significant compliance 
burdens 

Agents • Perform cash-in and cash-out 
functions  

• Handle account opening procedures, 
including customer due diligence 
(where commercially desirable and 
permitted by law)  

• Report suspicious transactions in 
accordance with AML/CFT 
requirements  

• Identify potential new Mobile 
Money applications 

• Liquidity shortfalls  
• Basic business skills gaps  
• Lack of customer trust (in some 

cases) 
• Limited ability to partner with 

large corporations 

Retailers/ 

utilities 

• Accept mobile payments  
• Use mobile payments in B2B 

transactions, payment of wages 
• Build customer trust in Mobile 

Money by leading by example 

• Customer demand (or lack thereof) 
for payments through mobile 
channel 

• Business partner willingness to 
transact by mobile 

• Potential threat to existing bill 
collection agents 
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Regulators • Provide enabling environment for 
Mobile Money  

• Protect stability of financial system  
• Demonstrate leadership to 

encourage and protect behavior 
change 

• Lack of experience with 
convergence of financial and 
telecommunications regulatory 
regimes  

• Lack of financial and technical 
capacity 

Consumers • Use Mobile Money to improve their 
lives 

• Lack of awareness  

• Limited financial literacy 

• Cultural and psychological 
resistance 

Source: Jenkins (2008)  
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A few studies that attempt to explain the factors affecting the diffusion of Mobile 

Money and how to create scale in developing countries have been published. Some 

authors either describe the specific factors for success of a particular Mobile Money 

service, or compare two (or more) countries to create an understanding of what 

factors affecting the diffusion of Mobile Money (Ngugi et al, 2012; Camner et al, 

2009; Morawczynski, 2010). Others have taken a more holistic approach trying to 

explain the enabling environments that affects the uptake of Mobile Money (Heyer & 

Mas, 2011; Kapoor & George et al, 2013). For this study we will use the latter to 

create an understanding on what factors influencing the spread of Mobile Money as 

they are based numerous of case studies.  

Heyer & Mas (2011) published the article “Fertile grounds for Mobile Money: 

towards a framework for analyzing enabling environments” and attempted to 

understand the environmental dynamics that affect the uptake of Mobile Money. In 

this article they present a set of five factors that could determine the potential for 

scale: extent of latent demand for transactions, range of quality of existing 

alternatives, regulatory environment, retail landscape and cellular market landscape. It 

should however be noticed that Heyer & Mas (2011) assume that a mobile network 

operator is highly involved in the Mobile Money service. Below we will shortly 

summarize the main content of their article. 

i. Extent of latent demand for transactions. Mobile Money is a business of 

volume and therefore an important factor for scale has proven to be the ability 

to tap into transaction streams used by many. Remittance streams 

(international and domestic), government payments (salaries, pension etc.) and 

institutional and commercial payments such as bill payments or airtime top-

ups are good examples of this. In countries where there is a cultural pressure 



32 
 

to retain connection with the family, the authors believes that has had a 

positive effect on the proliferation of Mobile Money. 

ii. Range of quality of existing alternatives. Competition is always an important 

factor to consider when new technology is introduced. In the case of Mobile 

Money the quality of existing payment alternatives have to be taken into 

account. For a Mobile Money deployment to be superior over its competition 

the authors considers three factors. First, increase convenience and lower 

opportunity costs (such as traveling cost). Second, increase safety of 

transaction and third, a great range of agents where users can transact.  

iii. Regulatory environment. The authors address the importance of an enabling 

regulatory environment and problematize the regulators twofold role. On one 

hand they can help to secure trust in new Mobile Money deployments by 

apply sound regulations when it comes to prudential, consumer protection and 

monetary control. On the other hand, the regulations can limit the Mobile 

Money operators’ creativity in creating business models and distribution 

channels to suit the market. 

iv. Retail landscape. For Mobile Money deployment to become successful and be 

able to reach deep into the BoP-market it is crucial to have access to a well-

developed agent network. In order to do this, it is important to co-operate with 

established retail channels such as post offices, retail franchises and other 

SMEs to reach beyond ones existing network of agents. Another key to 

success is the ability to monitor the agents’ liquidity portfolios in order for 

them to satisfy the customers’ needs. The authors also address the importance 

of the agents’ other roles in addition to cash in/out services: the promotion of 

the service and the education of customers.  

V. Cellular market landscape. The authors have identified a number of 

characteristics of the cellular market that may affect the success of Mobile 

Money. On the demand side three important factors are the degree of mobile 

penetration, the network coverage and the customers’ familiarity in using 

SMS. On the supply side the strength of the Mobile Money operator (in Heyer 

& Mas (2011) article the mobile network operator) is of importance. A large 

market share provides many advantages such as a large potential customer 

base, necessary investment capital and brand equity. In the case where a 

mobile network operator is the driving force their already developed airtime 
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reseller network is a huge benefit since they can be converted into Mobile 

Money agents.  

In addition to the five factors presented above, the authors highlight some country-

level factors that could impact the spread of Mobile Money. The investment climate 

and political risks could affect enterprises to deploy Mobile Money schemes. 

Nevertheless, in some countries a volatile political situation has increased the spread 

of Mobile Money due to the fact that people seek more secure and fast ways of 

transferring money. Another country specific factor is the socio-demographics 

whereas a spares population is expensive to cover with a sufficient network of agents.  

Table 3.2 Enabling Environments for Mobile Money 

Latent 

demand 

• Urbanization rate (ideally, between 30%-50%) 
• Number of households dependent on domestic remittances as their principal 

income source 
• Number of households dependent on international remittances; percentage of 

these in top 5 corridors 
• Density of secondary schools in the countryside 
• Percentage of population paying utility bills regularly 
• Percentage of population receiving government pension or social welfare 

payments 

Existing 

alternatives  

 

• Number of households with access to a formal bank account; number of 
accounts enabling bank transfers 

• Price of transfers through post offices, semi-formal channels such as airtime 
discounting or pawnshop networks, or through informal channels such as the 
Hawala system or bus companies 

• Convenience, reliability and safety of existing services (formal and informal) 

Regulatory 

environment 

 

• KYC requirements for low-balance accounts  
• Existence or not of national ID  
• Regulation for on-the-spot account opening by the agents   
• Number of SMEs able to meet regulatory requirements for agents  
• Regulation enabling banks to outsource core banking functions to operators  
• Pricing restrictions on low-balance or e-money accounts (will de-incentivize 

innovation)   
• Interoperability obligations on Mobile Money schemes (will de-incentivize 

innovation)   
• AML restrictions 

Retail 

landscape 

• Health and geographic reach of post offices, other government retail networks 
and distributor networks 

• Existence of nation-wide retail franchises with strong presence in poor 
communities across the territory 

• Bank branch penetration across the territory  
• Degree of innovation, entrepreneurial drive, technology awareness of the small 

retail sector  
• Spread and degree of operator control over airtime reseller networks; structuring 

of 
• Airtime commissions 

Cellular • Penetration of mobile services, in general and with poorer communities  
• Mobile coverage by population and territory  
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market 

landscape 

• Extent and regularity of usage of data services by cellular subscribers  
• Cost of data services 
• Telco market share and maturity of customer base 

Source: Heyer & Mas (2011) 

Another article (not peer-reviewed) that has been published with the aim of 

identifying what makes Mobile Money successful is “Mobile Money – Influencers of 

Success” by Kapoor & George et al (2013). The authors have analyzed the diffusion 

of 17 Mobile Money deployments around the world in order to identify the critical 

success factors. The key aspects included in the article are introduced and 

summarized below. 

Regulatory landscape.  A market needs a set of regulatory enablers for Mobile Money 

deployments to become successful. The authors identify four such regulatory enablers 

that affect the success of Mobile Money: 

• Regulators’ inclination to “experiment, learn and implement” 

• Allowing non-bank entities to launch digital wallets [Mobile Money services] 

• Relaxed KYC requirements to ensure smooth sign-up experience for 

customers 

• Emphasis on consumer protection and security 

Socio-economic conditions. The success of a Mobile Money deployment depends on 

the ability to align with the socio-economic conditions surrounding the service. The 

authors stress three important factors: 

• Literacy and technology proficiency 

• Financial access  

• Social norms and value systems 

Stage of market development. The BoP-market is often characterized by high 

proportion of use of physical cash, making it important to provide an easy accessible 

network of agents where customers can perform cash in/out. 

• Easy accessible network of agents 

Profile of service providers and role of supporting institutions.  It has been shown that 

the profile of the service provider and its partnership has played a vital role in the 

success of a Mobile Money deployment.  The authors identify four specific factors in 

relation to that: 



35 
 

• MNO as a service provider 

• Dominant market share of the service provider  

• Ability to enter into and leverage partnerships with a variety of sector 

participants  

• Support from international donor agencies 

Managing the customer value proposition. It is of importance to make sure the value 

proposition aligns with the customers’ needs. When considering the BoP-market it is 

also crucial to create a service that is easy accessible and cost effective in comparison 

with competing alternatives. The authors stress five factors: 

• An anchor product / small set of core services 

• Products, services, and processes tailored to suit intended customer segment/s 

• Easy registration processes  

• Ease of accessing Mobile Money services  

• Cost effectiveness vis-à-vis alternatives 

Channel management. Ones again, the importance of a well-developed agent network 

is stressed. The authors empathizes not only the spread of agents but the human 

mediation and customer support the agents may contribute with. Also, the importance 

of supporting the agent network with liquidity infrastructure is pointed out.  

• A cash-in/out channel  

• Human mediation  

• Scaling up the agent network in parallel to customer acquisition  

• Engagement with existing distribution networks  

• Operational support to agents 

Technology and user interface. As with the value proposition, it is important to pay 

attention to the market characteristics when it comes to technology and user 

experience. The Mobile Money service provider has to apply technologies that are 

easy to use and tailored for the market e.g. technology that functions on low-end 

mobile devices. The authors also stress the importance of a service that supports fast 

and real-time transactions. 

• User interfaces designed to enable mass adoption 

• Real time, online transactions 
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The authors also take branding and marketing factors into consideration. In this study, 

however, we choose to delimitate ourselves from such theory. 
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By reviewing the articles, we can see that there are several factors that can affect the 

spread of Mobile Money in emerging markets.  There are, however, some recurring 

factors that have proven to have a significant effect.  

Profound regulations. A regulatory environment that not only is imbued with 

prudence but also dares to experiment with new ways of reaching financial inclusion 

has shown to be a crucial factor.  

Cellular market landscape and technology proficiency. A well-developed cellular 

market with a high level of mobile penetration and connectivity in combination with a 

population that is accustomed to use mobile technology is a prerequisite for the spread 

of Mobile Money.  

Dominant market share of service provider. To possess a large market share and thus 

a large potential customer base have been shown to be of great importance to scale 

Mobile Money rapidly. A service provider that already is known to the BoP-market is 

also preferable. Something that is often reflected in the mobile network operators why 

MNO-led Mobile Money services often are more successful than others.  

Agents. The agent network is essential for a Mobile Money deployment to become 

successful. The Mobile Money provider needs to offer an easy accessible service. The 

agents can also contribute with promotion and customer registration and education.   

Existing alternatives. It is important to differentiate from or create services more 

convenient than existing alternatives to create a good value proposition. The Mobile 

Money service has to be more cost effective than its competition both in terms of 

transactions cost and opportunity costs. Early identifying the customer needs and tap 

into existing transaction and payments streams e.g. remittance streams and airtime 

top-ups could support the spread of Mobile Money.  

Although these are the major factors influencing the proliferation of Mobile Money 

there may, as well, be country-specific factors that must be considered why these 

factors should not be the only factors of interest.  
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This chapter has presented the theoretical context of the thesis and literature 

concerning different aspects of Mobile Money. Mobile Money is a technology that is 

very popular in the field of ICT4D and has had a huge impact on the lives of the poor 

people in many parts of the world, especially in Africa. It has a diverse business 

ecosystem, which may differ depending on the specific business model used. Mobile 

Money business models may be classified into four main categories: Independent 

service provider, operator centric, bank centric and collaborative. Of these, the 

operator centric is the generally most successful and popular model, due to the MNOs 

having many advantages to draw upon when launching a Mobile Money service. One 

major factor influencing the business model and the success of Mobile Money in a 

developing country is the regulatory environment, where the regulators have to 

balance financial stability with financial inclusion. 

The diffusion of ICT in developing countries has been shown to be a complex process 

that can not only be viewed from the individual’s perspective as Rogers describes, but 

also from a country-level perspective looking at factors such as economy, culture, 

politics and technology. The specific studies on the diffusion of Mobile Money have 

similarities with the more general diffusion theories, but are more specific. They can 

be summarized in five factors: Profound regulations, cellular market landscape and 

technology proficiency, dominant market share of service provider, agents and 

existing alternatives. 

Moving on from this, the next chapter will start the empirical section of the thesis by 

presenting the contextual setting and discussing how it relates to the diffusion of 

Mobile Money. 

 !
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This chapter presents the context of Nepal and how it relates to Mobile Money 

diffusion to the reader. It aims to give both an understanding of the whole country 

and the issues it is facing as well as the context that the Mobile Money technology 

exists in. First, a short introduction to Nepal is given, presenting the basic geography 

and demographics, politics, economics and infrastructure. Following that, the chapter 

narrows down to presenting the sectors directly relating to Mobile Money: finance 

and telecommunication. Lastly, the chapter finishes by analyzing the presented 

context in relation to the theories presented in the previous chapter. The chapter is 

very extensive and contains more information than is strictly relevant to answer the 

research questions. We present it in that way because we believe that understanding 

the context is very important in development-related studies. Readers not interested in 

gaining a wide contextual understanding may find a summary at the end of the 

chapter. The information presented here is taken from interviews, observations and 

various articles and databases. 
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Nepal is a landlocked country on the southern slopes of the Himalayas bordering the 

Republic of China in the north and India in the south. The country is divided into 

three ecological zones: Terai, hills and mountain. Each of the zones is very different 

from the others, mainly due to the difference in altitude. The terai region is located 

along the southern border to India. It is mainly flat and is the lowest in altitude among 

the zones. It is the most densely populated zone and also contains much arable land, 

making it suited to agriculture. The climate in the terai is sub-tropical and has very 

high temperatures in the summer. The hilly zone has an altitude range of between 610 

meters to 4877 meters. It is characterized by its uneven landscape, with forest-covered 

hills and valleys with raging rivers that successively lead into the mountain zone. The 

hilly region has a milder climate compared to the Terai and is also considerably 

harder to navigate due to its topography. It also contains much agriculture and much 

of the landscape is made up of hills covered by terraced fields used for farming. 

Lastly, the mountain region is the highest, coldest and most sparsely populated zone 

of the three. It starts at 4877 meters and goes all the way up to the top of Mt Everest, 

the top of the world. It is the heart of Himalaya and is situated north of the hill region, 

along the northern border of Nepal. The landscape is rugged and rocky, but beautiful. 
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The scenery makes it very popular for tourists seeking trekking and mountaineers 

seeking adventures among the mountains. The capital Kathmandu is located in the 

hilly region (see Figure 4.1).  

Due to the variation of conditions in the different zones there is not one attribute that 

really could describe all of Nepal. Nepal has a monsoon period that comes somewhere 

between June and September and brings heavy rain, making rivers wilder and greatly 

increasing the risk of mudslides.  

Figure 4.1 Map over Nepal 

 
Source: Google Maps (2013) 

Nepal is divided administratively into three different tiers. First, there are five 

development regions: Far west, mid-west, west, central and east. Second, there are 14 

zones and third, 75 districts. The geographical division is visible in figure 4.2 below. 

The details of how the divisions work will not be covered in this thesis, since they 

may soon change when the rather chaotic politics of the country manage to produce a 

constitution. 

Figure 4.2 Map of Regional Division of Nepal 

 

 Source: Wikimedia Commons (2013) 
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Nepal has a population of 26 million people with a strong variation of different 

ethnicities. The ethnic groups are Chhettri 15.5%, Brahman-Hill 12.5%, Magar 7%, 

Tharu 6.6%, Tamang 5.5%, Newar 5.4%, Muslim 4.2%, Kami 3.9%, Yadav 3.9%, 

other 32.7% and unspecified 2.8% (Central Bureau of Statistics, Nepal, 2011). The 

social structure is grounded in the Hindu-caste system and even though the 

government in 1963 discarded the caste system it is still affecting the social context 

(Bennet, 2005). The family name of a person can usually be related to which caste he 

or she belongs to, if the caste system would still be in place. There is much caste 

discrimination and even if there would be no discrimination there is still a functional 

segregation that has risen from a long caste history. Not only does Nepal have many 

ethnic groups, it also has around 123 languages that are spoken, although Nepali is the 

official language spoken as mother tongue by 47.8 percent of the population (Central 

Bureau of Statistics, Nepal, 2011). Nepali is very similar to Hindi, which gives the 

Nepali people an advantage when dealing with Indian, since they can easily learn the 

language. Nepali people also have a quite good mastery of English, at least in the 

urban areas. 

According to the World Bank the population is very young, 36% are below 15 years 

of age, 60% between 15 and 64 years, and only 4% are 65 years or above. The 

population is growing with an annual rate of 1.7% and more than twice that in the 

urban areas, partly due to the urbanization of the country. The capital Kathmandu is 

the largest city with about one million citizens, which accounts for around 21% of the 

urban population. The valley where Kathmandu is located has 2.5 million inhabitants 

and is the most densely populated area in Nepal (World Bank, 2013). 

The majority of the population, 83%, lives in the rural areas and are dependent on 

agriculture as their main source of income (World Bank, 2013; IRIN, 2013). Nepalese 

people are very family-oriented and usually live together as one large family their 

whole lives, usually with three generations living in one household. It is still quite 

common for parents to arrange their children’s marriages and it is not considered 

appropriate to marry those of a caste lower than yours. They are also very group-

oriented rather than individualistic as a society. 

Regarding education and literacy, although much has happened in the last years, a 

large part of the population is still remains illiterate. It is estimated that 60.3 percent 



41 
 

of the population above 15 years old are literate, while the youth is considerably 

better off with 83% of the population between 15 and 24 being literate. Nevertheless, 

there is still a gap between men and women whereas 73 percent of the men are literate 

but only 43 percent of the women (World Bank, 2013). The gap is smaller among the 

younger generation but is still significant. Primary school enrollment has increased a 

lot in the recent decades, but there is a problem with high drop-out rates and year 

repetition, as well as a clear gap in lower caste participation (Central Bureau of 

Statistics, Nepal, 2011). 
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Undoubtedly, Nepal is one of the world’s poorest countries and faces many problems 

including the political situation. It was a monarchy until 2006 when the king was 

forced to let go of power because of political movements that started 10 years back. 

During the period 1996 to 2006, the people of Nepal experienced civil unrest and 

17000 people were killed as a consequence of the “People’s War”. Even though the 

country today is a democratic republic with a multiparty parliament, a permanent 

constitution has yet to be written. After the war, this was supposed to be solved by a 

constitution assembly that was elected by the people. That has not gone according to 

plan, however, and at the moment the country is being governed by a care-taker 

government. Any top-led reforms are unlikely to be initiated because their role is 

mainly to keep the day-to-day activities running. Although the political situation is 

more stable, quite frequently, some parties will call for a ‘bandh’, or ‘bandha’, which 

is a form of strike. During f ‘bandh’, all shops are closed and activists march on the 

streets. Those shopkeepers who keep their stores open may find their stores looted by 

passing packs of activists. Nepal is also one of the world’s most corrupt countries, 

with a ranking of 139 out of 176 countries in Corruption Perceptions Index 2012 from 

Transparency International (2012). 

Internationally, the politics of Nepal is strongly influenced by its neighbors India and 

China. Both of these countries contribute to the development of Nepal while also 

trying to gain diplomatic and economic influences. Nepal finds itself in a position to 

balance the demands of both countries while still maintaining its own independence. 

It may be that India has a somewhat stronger leverage due to being closer in culture 

and having control of the only sea route that is used to transport goods to or from 

Nepal, which is via the Indian city Calcutta. Other countries also have presence in 
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Nepal, many through their corresponding foreign aid organizations providing 

development capital to different regions in Nepal.  
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According to the United Nations, Nepal is one of the poorest countries in the world 

and the poorest in Asia. Figures from the CIA’s world fact book put Nepal in 208th 

place in GDP per capita rankings, with a GDP per capita of 1,300 $ (CIA, 2012). As 

much as 25.2% of the population lives in deep poverty, defined as 1.25$ per day and a 

staggering 57.2% live below 2$ per day (World Bank, 2013). It has decreased much 

over the years, but the statistics are still remarkably high. There is much misery due to 

poverty in Nepal and ratio of child underweight is as high as 29% (World Bank, 

2013). In the cities, the poor live in very miserable conditions in shacks among a lot 

of pollution. The poverty in the rural parts is also outbred. However, money may not 

be as important there since people often trade services and goods with each other and 

survive of their own agriculture, which is not possible in the urban areas. Many 

people own some land and can farm it to sustain their families, even though far from 

all have enough to do this. The rate of unemployment is very high, there is a lot of 

informal work done in families and child labor is high since children start working at 

a very young age at their farms (International Labour Organization, 2011). 52% of the 

population is reported formally employed and the labor force comprises of mostly 

agricultural (74%) followed by service (15%) and industry (11%) (International 

Labour Organization, 2010). 

The Nepalese are an entrepreneurial people and very small businesses are extremely 

common in the country. Much of this is survival entrepreneurship where many own 

small shops and have the profits from them as their income source, even though it 

may not always be enough. They are very quick to copy other businesses so the 

amount of new businesses being started, as well as being closed, should be high, 

however the degree of innovation is not. Starting a new business is a very quick 

process, usually there is not much regulation concerning what may be done, or at least 

no one enforcing those regulations. However, managing a business to make it 

profitable is considerably more difficult. Small businesses cannot enjoy any benefits 

from economies of scale and there is much competition. If a business is successful 

and starts growing it can also attract unwanted forms of attention. Once a business 
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grows to a certain level and attracts attention, it may draw criminal organizations or 

corrupt politicians, demanding part of the profits. 
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Due to the geographical position and political instability, the transportation 

infrastructure is underdeveloped in several ways. Railway systems are virtually non-

existent in Nepal. The network of roads is estimated to consist of about 20 000 km 

road of which about 50% are paved (World Bank, 2013). Denmark, a country with an 

area three times less than Nepal, have around 75 000 km paved roads which gives a 

clue of Nepal’s poorly developed road system. The quality of the roads that are is not 

very good. The allowed top speed often does not exceed 40 km/h. An illustrative fact 

is that a distance of 200 km that normally takes 2.5 hour with the European highways 

takes around a 7 hours’ drive in Nepal. The bad infrastructure in combination with the 

tricky geography of the hilly and mountain regions makes it very hard to expand 

businesses into the rural areas. 

The power infrastructure is far from developed and about 63% percent of the 

population lack access to electricity (Banerjee, Singh, & Samad, 2011). As with many 

other things in Nepal, the differences between the urban and rural populations 

profound. The rural parts are gaining access to electricity, though, through local 

electrification projects utilizing solar and hydropower. Nepal has one of the greatest 

potentials for hydropower, which today stands for only about 2.5% of the total 

consumption (Banerjee, Singh, & Samad, 2011). Much investment is being put into 

this, large parts coming from foreign investors recognizing the hydropower potential. 

Despite this potential natural energy source, Nepal has a shortage of electricity and 

therefore power cuts could last up to 14 hours per day. In the rural parts, this leaves 

people without access to power, but the situation is different in the large cities. There, 

there are thousands of diesel generators that start running the moment the power is 

cut. This creates a very inefficient energy use while at the same time being very bad 

for the environment. Some keep the electricity running for some hours more by 

storing power in batteries or having small solar panels that can provide a small 

amount of electricity. 



44 
 

F=? 95%0%#50(!A)#-&6!

The Nepalese banking sector has a short history. The first bank in Nepal was Nepal 

Bank Limited established in 1937. The central bank, Nepal Rastra Bank (NRB), was 

established in 1956 and is today the regulating authority for all financial institutions in 

the country. Currently there are 32 private commercial banks operating in Nepal 

whereas the government owns two. However, due to earlier attempts to reach out to 

more people there exist around 250 other financial institutions in the country (see 

table 4.1). No reliable sources have been found about the market share of the banks in 

regards to the number of accounts or customers. What can be said is that the market is 

very segregated and that no player holds a majority of the market. 

Table 4.1 Number of Financial Institutions in Nepal 

 
 Source: Nepal Rastra Bank (2012) 

Financial inclusion in Nepal is a big issue. According to NRB there were 11 million 

deposit accounts registered in 2012 (Nepal Rastra Bank, 2013). This indicates that 

around 27% of the population has access to financial services. This percentage 

should, however, be greatly reduced since the statistics do not consider multiple bank 

account holders. Something that is common in Nepal due to the fact that there is no 

interoperability between the banks. A survey conducted by the World Bank among 

1000 people in 2011 shows the difference between the urban and rural population. 

The survey indicates that 50.6% of the urban population is banked but only 22.3% of 

the rural population (World Bank, 2013). 
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To improve access to financial services and increase the number of banked people, 

the central bank employs a strategy to expand the network of branches. They 

encourage banks to open new branches and will give interest-free loans to banks 

willing to invest in new branches. The expansion into rural areas is a time-consuming 

process, but as can be seen in figure 4.3 the number of branches is increasing rapidly. 

Even though the banks are extending their branch networks, their presence is skewed. 

The branches are concentrated to the central region where the capital is located and 

branch density does not clearly correlate with population density as can be seen in 

table 4.2. Today, the commercial banks operate 1472 branches across the country for 

a population of 30 million, which derives to 0.00475 branches per 100 people. 

However, as can be seen above, the commercial banks are not the only ones offering 

financial services to the population. With the branches added from class B and C 

banks the number of total branches is boosted to 2496 according to NRB (Nepal 

Rastra Bank, 2013). Adding to that are the branches of the class D banks, however, no 

statistics have as of yet been found regarding the number.  

Figure 4.3 Bank Branch Statistics 

 
Source: Nepal Rastra Bank (2012) 
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Table 4.2 Branches by Region 

Development region Branch concentration (%) Population density (%) 

Central 49.7 34.69 

East 17.8 23.09 

West 17.9 19.74 

Mid-west 8.4 13.01 

Far-west 5.9 9.47 

Source: Nepal Rastra Bank (2012) 

In addition to branch expansion for financial inclusion, NRB encourages and induces 

branchless banking using POS machines and agents. The POS-machines are used by 

agents going around between villages and performing transactions through the device. 

The POS machines are put under the category E-banking, which is defined by NRB as 

a category with four types of services: Internet banking, ATM, branchless banking, 

mobile banking. The financial institutions have been active with e-banking services 

for five years. However, the regulations came in place only one year ago. The 

regulations for branchless banking were extended in 2012 allowing banks to operate 

mobile banking. 

There are several regulations affecting Mobile Money. As of 2013, only the financial 

institutions are allowed to keep the public’s money, thus the banks need to be 

involved in all Mobile Money deployments. Despite the fact that the regulators think 

that Mobile Money is one of the best ways of bridging financial access to the 

unbanked the regulatory environment is very strict. The regulators believe the banks 

do not have sufficient resources or competence to control financial activities far out in 

the country. This aspect was mentioned by our interviewee at the central bank:  

“I believe Mobile Money is best for Nepal’s problematic infrastructure. 
[However], the regulations are strict today compared to other nations’.”  

The regulations imply that only banks are allowed to open accounts and hold deposits, 

conduct transactions and operate agent networks. All Mobile Money accounts must as 

well be connected to a bank account. The banks are as well ultimately financially 

responsible for the agents’ business and customer safety. The regulations regarding 

Mobile Money are, however, not even six months old and according to the interview 
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with the central bank the regulations may change in the future depending on how the 

market evolves. The regulators have, however, chosen to take a cautious approach, 

the interviewee at the central bank described:  

“We [the Central Bank] have chosen to take on a very cautious approach. 
Technology has to be spread in a controlled manner.” 

The interviewee at the central bank says that they are aware of the MNO-centric 

business model and believes that if there would be an interest among the large 

telecoms to operate Mobile Money they might change the regulations to promote such 

business model.  

There is no doubt that Nepal is a cash economy. According to the World Bank only 

3.6 percent of the people receive their wages through the formal payment system and 

only 0.5 percent uses any kind of electronic payment to make payments (World Bank, 

2013). Savings are not very common, only 18.4% of the population saved money in 

2011. However, only 9.9% of them saved money in any financial institute that 

indicates that the informal economy must be extensive (World Bank, 2013). Credit is 

also accessed using informal channels. According to the same source, friends and 

family are the most usual source for credits (33.2%) followed by a private lender 

(19.2%). One main reason for not using formal financial institute is because their 

processes are perceived as being too long by many. 

Due the lack of employment opportunities, the Nepali people have been seeking 

employment overseas. This has led to a large remittance economy in Nepal, 

representing almost one fourth of the country’s GDP which indicates the importance 

of remittance for the economy. This makes Nepal among the top five nations when it 

comes to international remittance. In 2011, the labor migration from Nepal increased 

by 14%, indicating that the remittance has not yet seen its top. India is by far the 

largest market for migrating workers and after India come Malaysia and then many 

countries in the Middle East. 

The internal migration in Nepal is also considerable. In 2004 the number of internal 

migrants was estimated to 2.9 million people expected to double in 2015. The most 

commonly type of internal migration was rural-to-rural (68%), followed by rural-

urban (25.5%) (Kumar KC, 2004). No data on the economic impact from internal 

migration have been found. However, it is very likely that there are internal 
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remittance streams from this migration. The remittance streams go both ways and 

neither is small. 

To facilitate this remittance economy, 45 remittance companies are endowed to 

transfer foreign currency into the Nepali market. These act through agents across the 

country to facilitate the transfer of funds between those living in other countries and 

people in Nepal. The agent networks are similar to those in Mobile Money models 

presented earlier. The remittance companies have several disadvantages compared to 

the banks. They are not allowed to keep people’s money in an account, so when 

people collect remittance, they must withdraw the whole amount. They also do not get 

the same prices as the banks at the currency market. However, they are good at 

building agent networks, have targeted the main remittance tunnels and most have 

many hundreds, if not thousands, of agents across the country. Results from one 

interview claimed that the agent networks were enough to cover most of the country 

at the moment. 

The remittance companies work by distributing to and collecting money from their 

agents. They are required to transfer the funds due an agent the day after the agent has 

provided remittance to a customer. Due to failure to meet this rule, three companies 

have recently had their licenses revoked. There are also other regulations affecting the 

domestic remittance. Private companies cannot do domestic remittance, unless they 

are a class ‘A’ commercial bank. If they need to do domestic remittance they have to 

pay commission. Furthermore, money is not allowed to be sent out from the country 

and also not from rural to urban areas. It is NRB that regulates the remittance 

companies and the remittance companies feel like NRB are very unspecific with 

domestic transfers and that it needs to understand the remittance situation and make 

the regulations better.  

Despite the presence of banks and remittance companies, the informal channels in 

Nepal dominate the money transfers as 69% of the remittances go through informal 

channels (Kharel, 2011). The regulations that create difficulties for people to make 

the transactions that they need have also opened up for a large informal transfer 

network to gain foothold in Nepal, the Hundi Hawala. The Hawala system consists of 

many small actors tied together in a very informal network built on personal relations 

and trust. They can make transfers outside Nepal and are cheaper than banks, so they 
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are quickly gaining ground. This should be a growing concern that needs to be 

addressed by NRB, according to the remittance companies.  

The remittance companies are aware of the fact that the market is changing with the 

introduction of mobiles and electronic payment solutions. The interviewee in from the 

remittance company stated that everyone is working on Mobile Money, but no one 

dares to deploy due to the existing regulations. 

F=B /)()#&,,:%5#0-5&%!

The Nepalese telecom market has until recently been dominated by the state-owned 

operator NTC. However, in 2010 Ncell was purchased by the large Nordic telecom 

group TeliaSonera and started to aggressively take market shares. At the present, 

NTC and Ncell together have the majority of the market, with Ncell as the leader and 

NTC in second place as is illustrated in figure 4.4. The few remaining percentages are 

held by a group of small, often niched, operators. Because of the high rate of 

emigration, the amount of calls going into Nepal from foreign countries is very high 

and fees on international calls are one of the largest sources of revenue for the 

operators in Nepal. There are several regulations in place that affect the telecom 

operators, which are decided by the regulating body of the Nepalese telecom market, 

NTA. One of these forbids the use of network sharing between operators. Another 

limits the number of operators that are allowed to operate within the Baghmati zone, 

which includes the Kathmandu valley. As of now, there are only three companies 

permitted inside the Baghmati zone, the rest have a rural license and must achieve a 

certain coverage threshold in the rural areas before they may operate in Baghmati. 

Figure 4.4 Market Shares of Telephone Subscribers 

 

Source: Nepal Telecommunications Authority (2013) 
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According to NTA, mobile penetration is around 63% (Nepal Telecommunication 

Authority, 2013). However, this number should be disputed since it is calculated 

using the number of subscriptions, not subscribers. There are many people owning 

several SIM cards and many SIM cards are inactive. According to the GSMA, there 

are as few as 9 million active SIM cards. On the other hand, penetration is rapidly 

increasing, as can be seen in figure 4.5, and even though 63% may not reflect 

correctly upon reality, it is clear that there is a fast adoption rate of mobile phones and 

many people soon will have access to mobile services. The large operators have 

extensive networks of agents selling SIM cards and multiple times more stores selling 

recharge cards. In addition to this, it is common for people travelling a lot, like bus 

drivers to buy a lot of SIM cards and recharge cards and sell them in the remote parts 

where they pass by for a profit. The operators, mainly Ncell, are also running massive 

marketing campaigns to create awareness of their brand and products to the whole 

population. 

Figure 4.5 Mobile Subscriptions in Nepal 

 

Source: International Telecommunications Union (2011) 

Coverage is surprisingly good, considering the geography of the country. In an 

interview with Ncell, they stated that they cover about 95% of all households and 

70% of the geographical area, though indoor coverage is severely limited. Although 

coverage is good, the redundancy of the network is not. Many rural areas only have 

one base station and if that goes offline then the connectivity in the area is lost. 

Building base stations is a large investment for the telecom operators. Besides the 

large investment cost of building a base station, each base station needs a diesel 
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generator due to frequent power cuts and someone to regularly supply it with fuel. 

Additionally, losing a station in a mudslide during the monsoon season is not 

uncommon and because of the previously mentioned challenges of the Nepalese 

infrastructure, it takes time to get technicians to the base station locations. The use of 

data services is much less widespread, along with the use of smartphones, although it 

is also increasing. Most of the Internet subscriptions in Nepal are mobile data 

subscriptions and in the urban areas those who have access to data use it frequently. 

Many people in Nepal have cell phones, which are cheap models, imported from India 

and China, but they are used for very basic tasks and many who have one do not 

know how to use it. A common behavior when considering cell phone usage in Nepal 

is that the people in the city are often initiating the calls and the relatives at home in 

the rural parts only choose to accept or decline the call. Due to this behavior, even 

though cell phones are widespread, many in the rural parts do not know how to the 

use cell phones beyond pushing the "green" or "red" button. In the rural parts, while 

the voice call functionality is important, it is equally important that the phones have 

more practical features, like a flashlight and radio receiver.  

Looking to the future, according to Ncell the market is nearing saturation; the poorest 

20% of the population will not be able to afford phones. It is taking time to reach out 

to people, tough, just getting out information about what a cell phone is and the 

services that are provided by the telecom operators was mentioned as a major 

challenge by Ncell. Right now the areas of priority for the operators are to increase 

network capacity, increase coverage and use of data services, and to drive usage and 

profits through the addition of more value-added services. 
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This chapter has presented the contextual setting of the thesis extensively and 

described Nepal and the sectors that are related to Mobile Money. Based on this 

chapter we can identify the following factors which influence mobile money in Nepal: 

Profound regulations 

The financial regulations in Nepal make it very difficult for Mobile Money to have a 

successful diffusion. The central bank has a clearly cautious approach and basically 

employs a strategy of tough regulations that will change when the market grows. This 

is not in line with either Heyer & Mas (2011) or Kapoor & George et al (2013) who 
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stress the importance of supporting regulations. Neither banks nor remittance 

companies, who work very closely with services relating to Mobile Money, seem to 

have much faith in the regulations and their stability. In addition to that, the top-level 

political chaos that has lasted for several years likely also is hampering the potential 

for diffusion, making government-level support unlikely.  

Cellular market landscape and technology proficiency 

With a 95% or more coverage of the population from just one provider, Ncell, 

coverage will not be an issue, but the vulnerability of the network due to no 

redundancy might be. The other important factors are the mobile penetration and the 

proficiency of the population. Mobile penetration already has made significant 

progress and is rising rapidly. However, it is hard to determine exactly how many of 

the SIM cards included in the statistics that actually are in use. Regardless, there 

should be enough mobile phones for the technology to already have a significant 

market that it can tap into. The problem in Nepal may be education in using the 

phones. Many people in the country side that have a phone at the moment are just 

used to answering or declining calls, having knowledge of only two buttons. 

However, literacy and education are on the rise, the younger generation should be 

more inclined to learn than the older and Nepal’s population is very young. 

Dominant market share of service provider 

We shall come to this issue in the next chapter. However, the MNOs do not offer any 

Mobile Money services, even though this could have been more appropriate. The 

initiatives come from banks or companies attempting to create bank alliances. This 

creates problems for the diffusion of the technology due to the fragmented bank 

market. No company holds a major market share that can be capitalized on. Also, the 

banks have a very limited penetration of the total population, especially the poor 

population and thus limited experience with the BoP.  

Agents 

There are at the moment many different agent networks deployed in Nepal. The 

remittance companies and MNOs own many of them and the networks are extensive. 

A Mobile Money service provider that could use these networks would benefit 

greatly. The remittance company from the interview stated that they are already acting 

as super-agent for several organizations, so it is not unthinkable that they could 

collaborate with service providers, or start Mobile Money services of their own. The 
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banks are also expanding their network of branches, which the remittance companies 

use to extend their own networks. 

Existing alternatives 

One of the most common ways of transferring money is through personal delivery and 

that is very ineffective. However, it is possibly the most trusted way to ensure 

delivery and trust is a big issue of the Nepalese when considering the handling of their 

money and new technology. One of the potential competitors of Mobile Money is the 

strong informal market, with bus drivers acting as mediums as well as the Hawala 

network. The traditional banking system should not be considered as a competitor, it 

has too low penetration, there is no good system for bank interoperability and the 

bank processes are perceived as too complicated. The PoS machines used in the 

branchless banking has some potential to compete since people do not have to buy a 

phone to use them and could thus target the very poor parts of the population. Also, 

the potential benefits of Mobile Money for the populations may be great, but it could 

be questioned exactly what benefits that the people actually perceive. 

There are some additional factors that can be discussed from the context presented in 

this chapter. The bad state of the Nepalese infrastructure and the ungrateful geography 

affects many of the areas above and is not handled by existing literature. The 

Nepalese have a strong culture of copying successful concepts, which could affect 

diffusion positively. The caste system creates much social injustice and inequality and 

it could be an area of study to determine its effect on diffusion.  

It is clear that there are challenges to the introduction of Mobile Money in Nepal, but 

also that some conditions seem to be good. The next chapter will present Mobile 

Money in Nepal and discuss the existing business models. 

 !
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This chapter will present the Mobile Money market in Nepal by describing the Mobile 

Money deployments available and the stakeholders involved. It concludes with a short 

summary and analysis. The facts and information presented is retrieved from the 

interviews conducted if not otherwise stated. Some quotes are placed in the text.  
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Although Mobile Money is a feature in several developing countries, it is a new 

notion in Nepal. The regulations allowing banks to operate Mobile Money were 

released at the end of 2012. The idea of using mobile technology to access finance is, 

however, not new in the country. The first SMS-banking service was launched in 

2004 and since almost all commercial banks have offered such services. SMS-

banking was, however, more of an alternative (as Internet-banking and mobile 

banking through smartphone applications) for already banked people to easier access 

their finance than an initiative to include the unbanked into the financial system.  

The wave of Mobile Money deployments across the globe during recent years has, 

however, influenced the financial market in Nepal and as of today there are four 

Mobile Money deployments available. Two that is live in the market, one that is about 

to launch and one that is inactive today due to new regulations.  

Table 5.1 Mobile Money Services in Nepal 

Name of MMS Year of introduction Service provider/operator 

Hello Paisa 2012 Finaccess Pvt. Ltd. 

MNepal* 2013 MNepal  

Kumari Cash** 2010 Kumari Bank Ltd. 

eSewa 2009 F1Soft International 

* MNepal is planning to launch it service in 2013. The product name of their service 

is not yet decided. 

** Kumari Cash was launched in 2010 but had to close down in 2012. 

In contrast with other developing countries, the mobile network operators do not have 

any involvement at all in the Mobile Money deployments that exist today due to the 

fact that it is not a part of their prioritize today. They only support the infrastructure 
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needed – mobile coverage and connectivity – for Mobile Money to function as stated 

by one of the interviewees.  

“If that [Mobile Money] really is something we would do, we could do it. But 
there are other important things to consider now. Everything is about timing.” 

However, as regards to the regulations, an MNO-driven Mobile Money deployment 

would as well be illegal. 

It should be noted that there are other similar products existing in Nepal - e.g. mobile 

banking services and mobile payment services. However, we have not taken them into 

consideration since they are not complete Mobile Money services.  

The following are the different Mobile Money services that are available.  

H=;=; R)((&!@05.0!

Hello Paisa started in 2009 as a project to bridge financial access to the unbanked by 

creating a shared technology platform that several banks could use but the service was 

not launched into the market until 2012. The initiator behind the service is Finaccess 

Pvt. Ltd., which owns the service and provides the technology. The idea from the 

beginning was not to be a company that supports financial institutes with technology 

but rather to be an organization that brings together several banks in order to create a 

better chance of achieving financial inclusion. Nevertheless, Finaccess did not find 

any technology that suited both their business and the Nepali market and, hence, 

ended up developing the platform on their own as told by Financess: 

“There is a perception that we [Finaccess] are a technology company. Actually 
technology for us was an accident. Finaccess goal is not technology or to be a 
technology company. It is to enable financial access for Nepalese market” 

The idea of Hello Paisa is to create an open technology platform with shared access 

where different financial institutions are allowed to join. Finaccess’ role is to provide 

and maintain the technology but also to act as an independent mediator and 

coordinator between the banks that decide to join the platform while the banks cater 

the rest. Every bank in the cooperation has its own customers and agents and takes 

care of the business related to that i.e. customer registration, deposit of funds and 

advertisements. The Hello Paisa platform, however, supports interoperability between 

the banks that means that the user experience is the same for all users. Thus, a user of 

Hello Paisa can transfer money to any user, or visit any agent regardless of which 
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bank him/her belongs to. To use Hello Paisa the customer has to fill in a registration 

form at an agent or bank branch and thus a bank account is created and linked to the 

customer’s mobile number.  

Finaccess and the partnering banks have tried to involve the mobile network operators 

to a greater extent in the business model, but have failed due to lack of interest from 

the mobile network operators. Today Finaccess instead purchases the services they 

need from the mobile network operators in order to operate. 

“We collaborate as much as they allow us to. We want to collaborate very 
closely. […] The telcos could be a good partner. They could open up their 
distribution, help with agent network.” 

As regarding the services offered by Hello Paisa customers are able to transfer money 

from one account to another, perform banking services, pay utility bills and shop in 

stores that support Hello Paisa.  

As of today Finaccess have managed to involve six banks into the cooperation, which 

together operates 300 agents and holds a combined customer base of 15000 

customers. 

 

Figure 5.1 A Simple Scheme over the Hello Paisa Business Model 
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MNepal is a new company, registered in 2011, with a vision to create financial 

inclusion via Mobile Money. They have not yet launched their service that, up to this 

date, do not have a product name, but consider being able to launch the service in 

2013. Right now, the company is working to get banks to join the service before the 

role out.  

“We [MNepal] are a new company and a lot of effort has been put in to 
visualize what, how and when, we are going to launch the service.” 

MNepal have put a lot of effort in choosing a suitable technology platform for the 

Nepali market, and worked with numerous of international institutions to develop a 

local strategy that would suit Nepal. The choice of platform fell on Fundamo, an 

international proven Mobile Money platform offered by VISA and used in 

neighboring countries such as Bangladesh and Pakistan.  

“We are looking for a service that works for us and that is tested and proven. 
After dealing with many vendors we selected Visa and Fundamo.” 

The service offered by MNepal is, as with Hello Paisa, a shared access platform 

where different banks are able to join the service. The business model is designed 

such that MNepal will be the technology platform owner and the banks will take care 

of everything regarding customers and agents. The service offered by MNepal will be 

interoperable and the different banks’ customers and agents will be able to operate 

with each other independently of what bank they belong to. As MNepal’s service is 

based on the Fundamo platform, which includes all kinds of services, it will offer all 

services necessary for the Nepali market. Even international remittance will be 

possible through the system, as VISA will support it in the future.  

MNepal have also approached the mobile network operators to join their collaborative 

and enhance their business, but without success.  

“We wanted telecos to be in this business but they have a different vision.” 

At present, MNepal aims to launch its service together with 3-4 banks in the initial 

state and scale if everything is working properly.  
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Figure 5.2 A Simple Scheme over MNepal’s Mobile Money Service 
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Kumari Bank Ltd. launched a service called Kumari Cash together with a U.S. based 

software company called Leapfrog technology in 2010. The service was launched as 

an alternative for people who did not have access to finance and did not require the 

user to have a bank account.  

Kumari Bank was the only company involved in Kumari Cash and their initial 

objective was to grow big, but due to lack of funding the service could not reach its 

full potential.  In 2012 Kumari Bank had to close down the service due to changing 

regulation. At that time 10000 customers and 150 agents were registered to Kumari 

Cash.  

Considering the future the interviewee at Kumari bank believes that a co-operation 

between several partners is preferable for a Mobile Money deployment to become 

successful.  

“For the future it would be better to find more partners and work together to 
reach the same goal.” 
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eSewa was launched in 2009 by F1Soft International, which is an international 

company that has specialized in developing software for the financial industry.  The 

service is explained as a mobile wallet targeting the unbanked population.  

As with MNepal and Finaccess, F1Soft International is a service provider providing 

eSewa as a technology platform for other banks to use collaboratively.  
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Due to different reasons we have not been able to gather reliable information needed 

to take eSewa into consideration when describing business models, as we have not 

managed to get a clear picture of their business. 

H=? A:,,068!0%*!G5.#:..5&%.!

The regulatory environment and the mobile network operators’ absence in the Mobile 

Money market has clearly been a contributing factor to the development of Mobile 

Money business models in Nepal. Looking at the framework of Mobile Money 

business models provided by Chaix & Torre (2013) there are only three models that 

could be considered in Nepal due to the regulations. Those are the bank-led model, 

the collaborative model and the ISP model.  

In the current situation, where the mobile network operators do not have any interest 

in Mobile Money, the collaborative model is not an option. That leaves only the bank-

led model and the ISP model. Kumari Cash was built on a bank-led model, but 

because of a too small market share and an insufficient amount of resources that 

model was not suitable for the Nepali market. The model that best explains the other 

business models prevailing in Nepal is the collaborative ISP-model, however, with a 

major involvement of the banks.  

The value chain is, however, very similar to the value chain in a bank-led business 

model. This is due to the regulation where the banks are responsible for all the 

operations. The difference is, however, that there is an independent service provider 

involved that caters the technology platform and coordinating all banks involved in 

the ecosystem. 

Considering the business ecosystem and stakeholders Tobbin’s (2011) model is not 

sufficient to describe the situation in Nepal. Therefore we have proposed a model of 

our own to describe the prevailing situation. 
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Figure 5.3 The Mobile Money Ecosystem Prevailing in Nepal on a Conceptual Level 

 

Regulators. The regulators define the market. In the case of Nepal, only the financial 

regulators are involved in Mobile Money. 

Mobile network operators. The mobile network operators do not have an operative 

part in the Mobile Money ecosystem. They only support with the infrastructure 

needed in order for Mobile Money to function.  

Service provider. The service provider has a crucial role in the Mobile Money 

ecosystem in Nepal. Firstly, it provides the technology platform used in the Mobile 

Money service and secondly, the service provider acts as a mediator and coordinator 

with everyone else involved in the ecosystem. The technology platform supports 

interoperability and thus a shared ecosystem is created.  

Banks. In Nepal, a bank is a must in the Mobile Money ecosystem due to regulations. 

However, in the business models that have evolved it is not a question of an 

individual bank. Instead, several banks join together in a shared ecosystem and work 

together to create enabling conditions for Mobile Money.  

Agents. The agents are all contracted by the banks and, due to the regulations; the 

banks are liable for the agents’ operations. The agents ensure that customers can 

perform cash in/out services and register and educate new customers. 

Merchant and utilities. Merchant and utility payments are available to perform, 

however, as in Tobbin’s (2011) model; they do not have an active role in the business 

ecosystem. 
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Consumers. Due to regulations end customers must open an account in a specific 

bank in the registration process of Mobile Money.  

 !
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In this chapter, we present the key driving factors and barriers of Mobile Money to 

diffuse in Nepal and how it relates to theory. The findings are generated from the 

interviews made with six organizations involved in Mobile Money in Nepal. All 

barriers and driving factors below will be supported by citations from the interviews.  

T=; S)8!G6575%+!90#-&6.!

During the interviews there were four factors that were often recurring as the key 

driving factors for the spread of Mobile Money in Nepal in the opinion of the service 

providers and other stakeholders interviewed. The factors where:  

• Relative advantages and value proposition 

• Mobile penetration and usage 

• Remittance economy 

• Interoperability  

T=;=; C)(0-57)!"*70%-0+).!0%*!U0(:)!@6&L&.5-5&%!

Creating a cost effective and convenient service that differentiates from existing 

alternatives has been seen as important for the spread of Mobile Money (Heyer & 

Mas, 2011; Kapoor & George et al, 2013). Our interviews suggest that the case of 

Nepal is no different, as the relative advantages that Mobile Money holds was the 

most cited driving factor for the technology to diffuse in Nepal. Some interviewees 

believe that there are no alternatives available that can compete with Mobile Money.  

“One factor for the technology to spread is that we don’t have any alternatives 
here [in Nepal]. We don’t have the [debit] card infrastructure etc.” 

Several of the interviewees stated that the added value Mobile Money creates 

compared to the remittance services many Nepalese uses could be a driving factor for 

the spread of Mobile Money. An example which was recurrent is that remittances 

companies do not support partial withdraw and deposits, something that Mobile 

Money does. 

”With remittance you cannot have partial payments. You have to take all money 
at ones. With our service they can withdraw whatever they want and get interest 
on the rest.” 

“With such as service as Mobile Money you can save the money in the account. 
You do not have to withdraw the whole remittance.” 



63 
 

The value proposition that Mobile Money offers was also considered as a key driving 

factor. The ability for customers to pay small utility bills such as electricity, TV or 

telecom bills via the mobile phone was believed to become the largest benefit since 

paying bills often creates large opportunity costs, especially in the rural areas. 

”The benefit of Mobile Money is really for the remote areas. A payment of 
telecom bill or electricity bill people has to walk for two days. They could have 
to pay like 500 rupees for travel and accommodation for a 300 bill.” 

The cost benefits of using Mobile Money were also seen as a driving factor for the 

spread of Mobile Money.  

“The transactions fee for the service is also very low so people can afford it. It 
is very cheap compared to other way of sending money. It is very costly to send 
money. So people use physically delivery.” 

T=;=? J&15()!@)%)-60-5&%!0%*!V.0+)!

A well-developed cellular market landscape with a high level of mobile penetration 

has been shown as a prerequisite for Mobile Money to diffuse (Heyer & Mas, 2011). 

In our case the increase in mobile penetration and mobile usage in the recent years in 

Nepal was seen as the most cited key driving factor next to the relative advantage. 

The interviewees believes that even though the infrastructure may stand off people 

use the mobile phone for other purposes, such as playing games or listening to FM 

radio, which increases the populations knowledge for technology.  

”Mobile penetration 70%. But usage is more. People use mobile even without 
network for calculator, FM etc. That will probably be a driving factor.” 

The interviews also suggest that the low cost of mobile phones increases the usage of 

mobile phones. 

“Almost all people have one mobile, at least one per home. 3-4000 rupees you 
can find good handsets. People use them to play games, chat with people 
abroad etc.”  

T=;=B C),5--0%#)!O#&%&,8!

Heyer & Mas (2011) underline the importance of tapping into existing transactions 

streams to scale Mobile Money. In Nepal, the large remittance economy is such 

transaction stream that could be utilized and a co-operation with the companies 

facilitating remittance services was perceived as a potential key driving factor. This 
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because many people already uses the remittance networks but also because of the 

fact that the remittance agencies already have developed distribution networks. 

”The remittance network is helping the system [Mobile Money] grow. We want 
to utilize these networks and make sure that people have own [bank] accounts. 
Their agents could represent us.” 

T=;=F <%-)6&L)601()!A)675#)!

One interesting factor, which is not mentioned in the literature, was that the 

interoperability Mobile Money could create between different banks was considered 

as a driving force for Mobile Money to spread. This was due to the fact that banks do 

not have any interoperability today, which may lead to that already banked customer 

start using the service. 

”There is not any interoperability between the banks. Interoperability is not 
used in the market but we need to have it. That might be a driving factor.” 

T=? >0665)6.!

There were a total of nine factors that, from the interviewees’ point of view, were 

considered as barriers for Mobile Money to spread. Five of them recurred in almost 

all interviews. Below we present all nine factors. 

The major barriers that repeated the most were: 

• Regulatory environment 

• Geography and infrastructure 

• Lack of resources 

• Cash society and trust 

• Low level of education and literacy 

Other factors that were considered as barriers were: 

• Agent recruitment 

• Banks acceptance and prioritize 

• Remittance agencies’ and mobile network operators’ reluctance 

• Previous unsuccessful events 

T=?=; C)+:(0-&68!O%756&%,)%-!

A profound regulatory environment that promotes innovations and dares to 

experiment with new ways of reaching financial inclusion was addressed as a critical 
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factor in the literature (Heyer & Mas, 2011; Kapoor & George et al, 2013). In Nepal 

the regulatory environment is strict and combined with a lack of support from the 

regulators this was perceived as the largest barrier to scale Mobile Money. Several 

interviewees believe that the regulators have putted a lot of restrictions that hinders 

Mobile Money to spread. 

“They [the regulators] have put a lot of restrictions on this [Mobile Money]. 
They are not allowing us to scale it up to full swing. We want to start this and if 
they have barriers before we start we cannot move.” 

The strict KYC rules are something that many interviewees see as a barrier for 

customer registration. As many people in Nepal live without a national ID card it is 

believed to be difficult to generate new customers with such strict rules.  

“Government support is a hick-up and KYC is a barrier for generating more 
customers. In fact, KYC is stupid. I don’t know my grandmother's name. The 
whole banking industry is squeezing right now because of the KYC.” 

“The KYC is very strict. The regulators want to be in a safe side. The new 
regulations have only been out for a few months. We are looking forward for 
what is going to happen. We are waiting for a better policy.” 

Several of the interviewees believe that the regulators are lacking knowledge and 

innovative thinking, which presents a great barrier. 

“They [the regulators] don’t understand the basic principle of financial 
inclusion. They have a lack of knowledge.” 

“They [The Central Bank] don’t want to take the risk. They need some 
innovating thinker. They think it is better to control rather than allow. The 
bureaucratic mind-set.” 

Another concern regarding the regulatory environment is the insecurity in what will 

be next. The interviewees’ opinion is that the regulators still is making up their mind 

about Mobile Money and that new regulations in fact can strike hard against already 

deployed services. 

“Government is making up their mind. We think that Mobile Money is the only 
solution for financial inclusion. You never know what regulation is going next. 
If your business is doing too good they might come and shut down your business 
with new regulations.” 

T=?=? W)&+60LD8!0%*!<%260.-6:#-:6)!

Geography and infrastructure – except for a well-developed cellular landscape – was 

not discussed in the literature reviewed. However, the inconvenient terrain Nepal 
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offers is believed as a factor that affects the speed for the diffusion of Mobile Money 

negatively. The terrain makes it very costly to go into the rural areas and expand the 

distribution networks needed. 

“Problem for us is the terrain; physically it is very costly to go into those 
areas.” 

“Will there be access to mobile networks and infrastructure there? Will there 
be a bank branch that could rebalance the agents? Will the roads work? That 
we have to work out.” 

The terrain is, however, something that everyone has to deal with and nothing that 

will change. As one interview said: 

“We have a difficult terrain but there is no way out. That we have to live with. 
There is no way out. We have to work based on that.” 

However, what are seen as the major challenge considering the geography and 

infrastructure are regards to the telecom infrastructure. Due to the harsh terrain and 

extreme weather conditions the cellular network might not be sufficiently stable.  

“Other barriers are the infrastructure. I can’t be sure that the money I send will 
be received because of problems with connectivity. In remote areas we do not 
have multiple towers. Sometimes a tower can be down for 10-15 days.” 

The Mobile Money deployments do rely on the mobile network operators to provide a 

well-developed cellular network. In the case the network is insufficient it is seen as a 

barrier for Mobile Money to diffuse.   

“We rely on the telecos. That is an area of concern. But that is an area that 
every year has been improved. The coverage is getting better. Maybe not at the 
scale of level we would like.” 

“Phone coverage is good but still questionable in very rural areas. Maybe 10-
15% who have mobile will be excluded.” 

T=?=B 40#$!&2!C).&:6#).!

In the case of Nepal, lack of internal resources is perceived as a huge barrier to scale 

based Mobile Money. This has not been covered in the literature; however, the idea 

that it is favorable that the service provider should have a large market share and 

customer base indicates that resources are important for the spread of Mobile Money 

(Heyer & Mas, 2011). All the interviewees argue that huge investments are needed in 

order for Mobile Money to spread, therefor lack of resources or funding is perceived 

as one of the major barriers.  
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“At the end of the day we are also a profit making business. We want to make 
money, we will make money. But at what cost?” 

Resources are not only needed for technology development and advertisements but to 

face the potential customers and educate them, as most of the people never have been 

in contact with financial services before. 

“To go to rural market, where the transportation is bad, and educate people, 
start agents etc. money is required.” 

“People to people interaction. Social change! We need people to go one and 
one with people to educate them. It is the only thing that works. We can spend 
1000 times the money we have put into it now. Huge amount of money." 

Another perceived challenge that could arise when it comes to resources is related to 

the shared ecosystem where one is dependent reliant to the other partners in order to 

create a successful Mobile Money deployment. 

“Depending on their strength of the business model. Can all banks and the 
service provider hold? […] If they don’t have the money or get investments then 
I see a threat.” 

T=?=F 30.D!A&#5)-8!0%*!/6:.-!

All the interviewees believe that the fact that Nepal is a cash based society and that 

people are not used to electronic money or financial services is a huge barrier for 

Mobile Money to spread in the country. The perceived low trust in technology is also 

seen as a barrier. 

“Right now the biggest competitor or challenger is not the banks or others, it is 
cash.  We are talking about behavioral change. ” 

“People believe in hard cash. People don’t know about banks. They have heard 
about it but never seen it. So if people have never seen it how will they trust it?” 

“We have everything on paper – money, checks etc. – electronic services is very 
alien to us, especially outside the [Kathmandu] valley. There is no sense of trust 
in technology.” 

“The trust with financial institutions might be a problem. People are more 
comfortable to have money in the pillow than in a bank account.” 
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Regarding the socio-economic factors a low level of literacy is important to address 

when considering Mobile Money (Kapoor & George et al, 2013). In Nepal, a 

recurrent theme regarding barriers for Mobile Money to spread was linked to 
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awareness, education and literacy. The interviewees argue that the low level of 

education and literacy is a barrier for the scale of Mobile Money.  

“Literacy level is very small. 60% have mobile but many of them are illiterate 
and know only “green” and “red” [button]. We do not have Nepali text. Only 
English alphabet. That is a big problem.” 

For Mobile Money to spread everyone is certain that a lot of resources have to be put 

into the education of potential customers. The interviewees argue that the customer 

base is too small today and that the only way to increase that is by education. 

“The biggest challenge right now is customer awareness and education still 
remains.  That is a challenge we have to face together. The customer base today 
is too small. Awareness, education and literacy about this systems and how to 
use this systems.” 

“Customer education is a hick-up. Financial education is needed! Education as 
a whole is very scarce.” 
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A well-developed network of agents is one of the crucial factors for the spread of 

Mobile Money (Heyer & Mas, 2011; Kapoor & George et al, 2013). Expanding such 

distribution network by signing up agents has proven to be difficult in Nepal due to 

different reasons. Everyone we have interviewed agree that a large number of agents 

are vital for a Mobile Money deployment to become successful. However, since the 

banks do not have any previous agent networks this have to be built from scratch. 

This, however, is perceived as a challenge.  

Firstly, the regulations that prevail involve a troublesome and time-consuming 

procedure of contracting new agents that is perceived as a barrier. 

“We have to get an approval from our internal board on what agents we can 
open. After that we have to send the decision to the Central bank with all 
details. Then the central bank has its own process which can take 3-4 months. 
That also restricts us from scaling up.” 

The other challenge perceived is to find reliable persons who could be considered as 

agents. There are many requirements from the service provider and the banks that 

need to be fulfilled. If the requirements are not met that could mean they cannot go 

into that market. 
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“We have some criteria for being an agent. They must be educated, have some 
cash flow with some business, not directly involved with political parties. We 
decide the agent based on their profile.” 

“We choose the agents. We look around in the market; see who is good and 
trustworthy. We have many qualifications that have to be reached. If we don’t 
find a trustworthy agent we don’t go to that market.” 
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One challenge the service providers describe is the banks willingness to accept the 

business model with a shared ecosystem and how Mobile Money align with their 

other priorities.  

“A big challenge is the banks acceptance on this kind of model. Today as where 
the market is we can’t push them too much. Banks have to care about their 
business and make profit. We provide a high way. Then it is up to the banks to 
decide their approach. We are neutral in that way” 
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The mobile network operators and the remittance agencies are seen as enablers for 

Mobile Money to grow in Nepal by the interviewees. Both parties possess a 

developed distribution network that could facilitate the spread of Mobile Money. 

However, as of today, the will to co-operate does not exist and that is perceived as 

holding back the spread of Mobile Money. 

“The telecos could be a good partner. They could open up their distribution, 
help with agent network.” 

“’Fat cat mentality’ has to go which currently exist. The large remittance 
companies do have a very high margin today.” 
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A few interviewees argues that earlier unsuccessful attempts of both mobile banking 

and Mobile Money could have harmed the reputation of such services and therefore 

be a barrier for Mobile Money.  

“No positive vibe on that [mobile banking]. That is one mistake other banks 
have done in Nepal. We might have to face a challenge and tell people what is 
the value of using this Mobile Money concept. Mistakes by other vendors 
(services) can also be a challenge for us. The trust could be low.” 
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In this chapter, we have presented the findings from the interviews on key driving 

factors and barriers for the diffusion of Mobile Money with stakeholders involved in 

Mobile Money. Some of the factors presented above are in line with previous 

literature regarding the diffusion of Mobile Money. However, there are some factors 

that might be unique for Nepal. 

Regarding the driving factors, the relative advantage is perceived as the major key 

driving factor for Mobile Money to spread. The recent years' improvement in mobile 

coverage and the increase in mobile penetration are also perceived as driving forces. 

The interviewees considered many of the benefits of the service offered by Mobile 

Money as key driving factors. Utility payments were considered as the most valuable 

service.  

The above factors have all previously been covered by literature. In contrast to that 

the notion that interoperability would drive the adoption of Mobile Money might be 

unique for Nepal, or for other countries were the banks lacks such service.  

With regards to the barriers for Mobile Money to spread the interviewees agree on the 

fact that the regulatory environment is not the most enabling. They put a lot of 

emphasize on the strict KYC rules that are perceived as barriers in the recruitment of 

new customers. Also the risk of chaining regulations is seen as a challenge. Looking 

to the literature the regulatory environment might not be the most profound for 

Mobile Money to diffuse.  

A factor perceived as a barrier, that might be unique for Nepal, is the inconvenient 

geography and the challenges that put on the infrastructure. Mobile Money is 

dependent on a well-functioning cellular network and with too much down time due 

to the harsh geography the user experience will not be as good as it needs to be. 

For a Mobile Money deployment in Nepal to become successful a lot of resources 

need to be put in. All interviewees agree on the fact that lack of resources is a huge 

barrier to be able to scale Mobile Money. An interesting observation is, however, how 

the business model with a shared ecosystem will survive if several stakeholders 

involved lack resources. Lack of resources as a barrier for Mobile Money to diffuse is 

not explicitly covered in the literature, however, the advantages of having a large 

market share indicates this is not a unique factor. 
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The low level of education and literacy among the population is perceived as a 

barrier. A socio-economic problematic that also been addressed in the literature on 

Mobile Money diffusion. All the interviewees are, however, set to train and educate 

people in using Mobile Money to enhance the proliferation.  

All interviewees believe that one of the greatest challenges to overcome in order to 

scale Mobile Money is the fact that Nepal is a cash society. This is, however, not 

unique for Nepal since most of the developing countries are cash societies. What is 

more interesting to consider is that the low level of trust in the institutional 

organizations such as the financial institutions could decrease the chances of success 

for Mobile Money.  

Other perceived barriers that have been identified are: agent recruitment, the banks 

acceptance of business model and other priorities, the remittance agencies’ and the 

mobile network operators’ reluctance to co-operate in a Mobile Money scheme, and 

the previous unsuccessful attempts of Mobile Money and mobile banking. These were 

expressed of a few interviewees and might not have a major impact on the 

proliferation of Mobile Money in Nepal. Nevertheless, none of them are found in the 

literature and therefore might be seen as unique for the case of Nepal.  

  



72 
 

X >0%$5%+!-D)!V%10%$)*\!G5.#:..5&%!!

This research has tried to get a hold on the situation of Mobile Money in Nepal and to 

identify factors that might act as drivers and barriers for the technology to spread. In 

this chapter the findings will be discussed. It starts by discussing the appropriateness 

of the business models that have emerged and thereafter discuss the barriers and 

driving factors identified. In the end, the results will be reflected upon in the light of 

the higher levels of ICT diffusion and ICT4D. 

Starting with the prevailing business models on the Nepalese market, it is clear that 

they have their limitations. With regards to the regulatory environment, the financial 

institutions need to play a central role in the business model. However, the absence of 

a partnership with the major mobile network operators is a drawback. In terms of 

market penetration, the financial institutions are far behind the mobile network 

operators and hence the difference in potential customer base, distribution channel, 

and brand awareness is great. Also, the mobile network operators have significantly 

more experience in dealing with the BoP population of Nepal, a segment that will 

have to be targeted for the service providers to reach high volumes. Therefore, a 

collaborative model perhaps would be more suitable for the Nepali market. However, 

the mobile network operators seem to have no interest in collaboration at the moment, 

possibly due to the fact that the existing services still have not attracted many 

customers and that they have other priorities.   

Given the current conditions, the ISP business model with a shared ecosystem of 

several banks working together might be the most appropriate one. A bank-led 

business model with one single bank operating a Mobile Money service is not an 

option due to the banks scattered market shares and the low market penetration of the 

banking industry as a whole. Therefore, the business model where different banks 

combine their market shares and resources seems to be the most appropriate 

alternative. 

In the previous chapters, barriers and drivers for Mobile Money in Nepal have been 

investigated from two different perspectives: the views of the stakeholders in the 

Mobile Money ecosystem and an analysis of the context of Nepal through Mobile 

Money diffusion literature. These are summarized in the table below and will here be 

compared. 
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Table 7.1 Summery of Mobile Money Environment and Stakeholders’ View on Drivers and Barriers 

Factor Mobile Money 

environment 

Drivers and barriers 

Profound regulations • The regulations are strict and 

hampering.  

• Lack of top-level stability. 

• The regulations and their stability 

are clearly barriers. 

• Lack of government support.  

Cellular market 

landscape and 

technology 

proficiency 

• Mobile coverage is no issue, 

but interruptions may be.  

• Mobile penetration is rising.  

• Low level of literacy and 

education on how to use 

mobile phones. However, 

literacy is on the rise. 

• Unique infrastructure is seen as a 

barrier. 

• Mobile penetration is seen as a 

driving factor. 

• Education, literacy and awareness 

are problems. 

Dominant market 

share of service 

provider 

• No MNO in Mobile Money. 

• Banks low penetration and 

market shares. 

• Market needs more cooperation 

from MNOs.  

• Lack of resources due to low 

market shares etc. 

Agents 

 

• Agent networks exists that 

could be utilized. 

• Branch network is expanding. 

• Super-agent agreements 

already exist. 

• Banks have to build own networks. 

Takes time and it could be hard to 

find good people that could be 

agents. 

• Remittance/MNOs might not let 

banks utilize their agent networks. 

They are reluctant to cooperate. 

Existing alternatives 

 

• Trust issue. 

• Strong informal sector. 

• Formal system not a threat. 

• Relative advantage is seen as the 

driving force with greatest impact 

due to no alternatives. 

• Interoperability is seen as a driving 

factor. 

Others • Bad infrastructure and 

challenging geography.  

• Copying culture. 

• Cash society with lack of trust in 

institutions. 

• People do not know what a bank is. 

Looking at the table, the two views are very much aligned. This can be interpreted as 

the stakeholders in the Mobile Money ecosystem having a good view of the market 

situation and that the identified factors cover most of the barriers and drivers. 

However, it may also mean that the analysis of the context was influenced by the 
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stakeholders’ views on barriers and drivers due to the fact that the contextual analysis 

was not finished, and could not be, before the interviews were conducted. Thus, there 

is a possibility of bias in the contextual analysis. 

It is clear that regulations play a major role in the adoption and diffusion of Mobile 

Money in Nepal. The regulations are too strict and also that the top-level political 

instability is making things more difficult. Perhaps most importantly, the regulations 

are preventing the deployment of MNO-led business models, which have been largely 

the most successful in other parts of the world and also have a higher potential for 

diffusion than the existing bank-led models in Nepal.  

One factor that was positively surprising for us was the, relatively, high degree of 

cellular coverage. That in combination with a significant mobile penetration creates 

good initial conditions for Mobile Money services. However, as both analyses stated, 

there is a lack of mobile phone proficiency and thus diffusion will be a slow process 

where customers will have to be educated. Of course, literacy is increasing, but it is a 

slow process and the conditions for diffusion would probably be better for Mobile 

Money services if they would launch in a few years. It could, though, be argued the 

other way around that Mobile Money could act as a driver of mobile phone 

proficiency. As seen in the Open model for ICT diffusion presented in chapter 3, 

diffusion and the factors driving it are in a two-way relationship of influence. Another 

risk concerning the mobile network is the lack of redundancy in the network, when 

one base station goes down, the whole area surrounding it loses coverage. This flaw 

in combination with the Nepalese lack of trust in Mobile Money could prove fatal 

when the services lose hard-earned trust due to mobile service interruptions. 

The fragmented bank market and its shallow penetration make the banks not the best 

suited for providing Mobile Money services when we look from a diffusion 

perspective. Additionally, even though some banks are trying to start their own 

Mobile Money services or take part in Mobile Money collaborations, they have not 

put much resource into it since they do not see it as part of their core business and it is 

thus not prioritized. To increase the chances of a successful diffusion of Mobile 

Money, a higher degree of MNO cooperation is needed as well as more capital being 

put into Mobile Money.  
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Considering agent networks, there is already established infrastructure from MNOs 

and remittance companies that can be utilized to quickly create Mobile Money agent 

networks. On this point, the two analyses have different perspectives. The contextual 

analysis shows good conditions for establishing Mobile Money agent networks, while 

the service providers think it will be a slow process since the existing agent networks 

seem reluctant to cooperate and the providers will slowly have to build their own 

networks. It is likely that the existing networks from either MNOs or remittance 

companies will be used in Mobile Money agent networks and that cooperation at the 

moment is limited due to either the small size of Mobile Money service providers or 

that the Mobile Money business models do not give enough value to agent networks. 

When looking at existing alternatives of Mobile Money, the view of the stakeholders 

is very positive. They see no clear alternative to Mobile Money and that it has a great 

relative advantage to what the population uses today. While it is true that there is no 

threat to Mobile Money from the formal system, except maybe for the POS devices 

used in branchless banking, the informal sector is another case. The strong cash 

tradition and use of informal channels may prove to be difficult competition for 

Mobile Money. Also, the lack of a clear market leader in Mobile Money may in the 

future create a very fragmented Mobile Money market with many different non-

compatible systems, a situation of diffusion being hindered by cannibalization. 

There are some other factors identified by the analyses. The copying culture of Nepal 

that we experienced while there could have an effect on diffusion and it would be an 

interesting point of investigation for future research. Additionally, the literacy and 

technology proficiency of the population have previously been discussed, but equally 

important is basic financial education. Educating people in basic finance would help 

to build trust for the financial system, increase the interest in Mobile Money and also 

decrease the risk of people falling for fraudulent services that may arise in the future 

built on the technology. 

The results could also be looked at through the perspective of the theories on a higher 

level of abstraction presented earlier in the thesis. The service providers put a lot of 

faith in the relative advantage of Mobile Money as a driver of diffusion. However, as 

Rogers says in his Diffusion of Innovations, what is important is the relative 

advantage perceived by the adopters and it can be questioned just what relative 

advantage that the Nepalese population sees in Mobile Money. Many parts of this 
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thesis could be related to Rogers’ theories since they are so broad. One thing that 

Rogers writes about is the role of the communication channels in the diffusion process, 

this is an important point to consider in the case of Nepal. One additional thing 

possibly hampering diffusion in Nepal is the lack of wide-covering communication 

channels, there is no real alternative for broadcasting messages to the public and 

spread information quickly. 

From this research, it is clear that there are many different factors affecting 

technology diffusion. Economic, political, cultural and technological factors have all 

been found, giving a different perspective than Rogers’ Diffusion of Innovations. 

Most factors could be mapped into models like the Open model of ICT diffusion 

presented in chapter 3 and show that the adoption of ICT solutions in new contexts is 

a complex, multi-dimensional process and not simply a transfer of technology.  

It also gives an understanding of the challenges that the ICT4D movement faces. As 

written in section 3.1, the hardware must be cheap and suit the needs of the 

population; in Nepal calling functionality on a phone is equally important to it having 

flashlight and radio receiver. ICT4D also places requirements on the infrastructure, 

which apparently plays a big role in mobile money in Nepal. Furthermore, one 

additional problem of ICT4D that is relevant in the case of Nepal is localization of 

content, as mentioned in section 3.1. One drawback of current mobile technology is 

that the simpler Mobile Money technologies that are used in developing country, like 

SMS, do not support the use of Nepali characters. The results of this thesis makes it 

easy to understand why ICT4D must shift from being supply-driven; just creating a 

supply of mobile money solutions would not change anything in Nepal, cultural 

change, technological and institutional change are needed. 

In this thesis, there has not been much focus on the Mobile Money technologies in use 

in Nepal. While these, of course, play a role in the diffusion of Mobile Money, it is 

not one that interested us, since the providers support most of the available Mobile 

Money technologies. As many of the interviewees thought, it is not about introducing 

a technology, but social change. 

 !
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The aim of this thesis was to “examine the existing dominant business models in 

Nepal and how they relate to the dominant models in other developing countries” and 

“identify barriers and driving factors for the diffusion and adoption of mobile money 

in Nepal”. In the thesis, we have presented Mobile Money in the context of Nepal by 

discussing the relevant literature, contextual information about Nepal, the Mobile 

Money business models in Nepal and factors influencing the diffusion of the 

technology. This chapter concludes the thesis, summarizing the answers to the 

research questions, their implications and how future research can build on this. 

Lastly, we give some final reflections on the work conducted in this thesis. 

Like Nepal, the country, Mobile Money in Nepal has both many opportunities and 

problems. One of the main issues identified is the dominant business model used in 

Nepal, which is an ISP model with a high degree of bank involvement. This model is 

not the most appropriate; the MNOs have better chances of successfully launching a 

Mobile Money service, making a MNO-led or collaborative model more appropriate. 

The reason for the prevalence of the ISP model is the existing regulatory climate that 

severely limits both what models that can be used and the diffusion of the technology. 

Thus, the regulatory climate is one of the most important factors for the adoption of 

Mobile Money in Nepal and, unfortunately, it is a large barrier. 

Aside from the regulations, there are other drivers and barriers for the future diffusion 

of the technology. On the positive side, mobile coverage and penetration is good and 

getting even better, there are existing agent networks in place that could potentially be 

utilized and the formal system does not provide a strong competition when 

considering relative advantages. On the negative side, education levels are low, agent 

networks have been reluctant to cooperate and there is a strong cash society and large 

informal sector providing competition. 

Based on our research some implications may be given; if the situation in Nepal 

continues, it will take many years for Mobile Money to truly grow big. Some of the 

factors are hard to change, but the regulations is one factor that both can be changed if 

the central bank is willing and can change the conditions for a successful diffusion of 

Mobile Money in Nepal drastically. While it is understandable that the central bank 

must guard the stability of the economy, it is also true that Mobile Money would 
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provide benefits for both the population and the central bank, increasing financial 

transparency and reducing the size of the informal system. There are even guidelines 

from the GSMA for policy makers in developing countries on how to create enabling 

environments for Mobile Money in developing countries. If the central bank takes a 

more open, allowing and positive approach, the future of Mobile Money in Nepal will 

look brighter. 

One key contribution of this research is that ICT diffusion in developing countries is 

dependent on the prevailing institutions of the country, which may have severe impact 

on the diffusion process. There exists no simple concept such as technology transfer 

or technology leapfrogging that is just taking a ready-made technology from a 

developed country into a developing country. Instead, the technology has to be 

adopted, or rather adapted, to the context of the country and also vice versa. 

Y=; 9:-:6)!C).)06#D!

There are many points for future research that could be investigated. One is the role of 

social inequalities, like the caste system or gender inequality, in ICT diffusion. These 

strongly influence the behaviors of a population and it would not be contra-intuitive to 

believe that they have effects on diffusion. Another point of investigation would be to 

evaluate the diffusion of Mobile Money in Nepal at a later point in time, either using 

an existing framework or by developing a new one. Also, since this research has been 

of a mainly qualitative nature, it would be interesting to quantify and compare the 

different factors found in this thesis and measure their impact on diffusion. Some 

research on methodologies to investigate the conditions for the diffusion of Mobile 

Money as well as to measure the impact of Mobile Money deployments could be 

appropriate to standardize research about Mobile Money. 

It would also be interesting to conduct research looking critically at the macro-

economic effects of Mobile Money. The discourse in the field is mainly positive and 

optimistic and this thesis has also viewed Mobile Money as a positive thing that will 

improve lives and result in alleviating poverty. However, as the view held by the 

central bank of Nepal, Mobile Money could also pose risks to the financial system. 

Therefore it is interesting to investigate the darker sides of Mobile Money, the 

unwanted effects that proponents do not want to see or acknowledge.  
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This thesis has been conducted as a minor field study under the Swedish agency 

SIDA and has given us many new perspectives. It has been an amazing journey, both 

physically and mentally, in writing this thesis. We cannot stress enough how 

important we have discovered that context is and that research like this really has to 

be made with an open mind. Additionally, a distinction that is often made in society 

today is the separation of developing and developed countries, a very narrow-minded 

and biased separation. We believe that the more important thing when looking at 

development is the bottom of the pyramid population and that the definition of being 

“well-off” is always relative. 
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Present research and how we define mobile money and the ecosystem 

Situation of mobile money in Nepal and barriers/drivers for the diffusion 

History of your company and what you are doing 
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How does it work? 

Area of usage - money transfer, bill payments, payments 

Ecosystem - necessary partners (stakeholders) and their role 

Why a co-operation? Why not a larger co-operation? 

Is the service ready to run or does it still need improvements? 

Hard facts: number of users, number of transactions, number of agents 
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Why have you started with the service? 

What are your incentives? 

What demand do you see? 

Who are your target customer and user? General characteristics? Rural or Urban? Why? 

Who are the pioneers? 

How do you target them? Marketing? 

What is your vision of the future? 

G522:.5&%!

What are you doing to spread the technology? 

Is mobile money prioritized enough? Do you lack of any resources?  

Which are the main barriers to spread your technology further? 

Are there enough support from regulations and decision makers?  

Is the political situation a barrier? 

Are the infrastructure (agents, coverage etc.) enough today? 
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Why are there so few people having bank accounts in Nepal? 

How is money handled without bank accounts? 

What effects does it have on diffusion of mobile money? 
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How do you see on the competition? 

What are your thoughts on an interoperability network? 

Is the remittance network a barrier or a driver? How do you work with that? 

National or international remittance? 
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Below is the list of interview respondents clustered in categories.  
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GSMA 

Date of Interview April 3rd 2013 

Interview time 1 hour 

Interviewed Manager 

Interview type Skype 

GSMA is an interest organization for mobile operators worldwide. We interviewed a 

representative from their program called Mobile Money for the Unbanked. The 

program aims to spread knowledge of Mobile Money around the world. 

Nepal Rastra Bank 

Date of Interview April 9th 2013 

Interview time 1 hour 

Interviewed Assistant director, Regulation Department 

Interview type Face-to-face (No recording) 

Nepal Rastra Bank is the Central Bank of Nepal. Their main role is to control and 

regulate all financial institutions in the country.  
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Samsara Remittance 

Date of Interview April 24th 2013? 

Interview time 1 hour 

Interviewed Director 

Interview type Face-to-face 

Samsara Remittance is one of the leading remittance companies in Nepal. Today they 

are present all over Nepal with 1500 agents available around the country. 
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Kumari Bank 

Date of Interview March 29th 2013? 

Interview time 1 hour, 10 minutes 

Interviewed Senior Officer 

Interview type Face-to-face 

Kumari Bank is a commercial bank in Nepal. The bank has experience from Mobile 

Money when launching the service Kumari Cash in 2010. A service that is no longer 

available since new regulations was issued in the end of 2012. 

Laxmi Bank 

Date of Interview April 1st 2013 

Interview time 1 hour, 30 minutes 

Interviewed Manager 

Interview type Face-to-face 

Laxmi Bank is a commercial bank in Nepal. They have long experience in electronic 

banking and are today one of five member banks of the Mobile Money service Hello 

Paisa. 

  



89 
 

Siddharta Bank 

Date of Interview April 11th 2013 

Interview time 1 hour 

Interviewed Manager 

Interview type Face-to-face 

Siddharta bank is a commercial bank in Nepal. The bank have experience from 

branchless banking through POS-machines and are today one of five member banks 

of the Mobile Money service Hello Paisa. 
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NCELL 

Date of Interview April 1st 2013 

Interview time 1 hour, 15 minutes 

Interviewed 2 persons, Director and Product Manager 

Interview type Face-to-face 

NCELL is the largest mobile network operator in Nepal and have had a huge success 

since their entrance in 2005 NCELL is a subsidiary of TeliaSonera.!
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F1Soft 

Date of Interview March 11th 2013 

Interview time 1 hour 

Interviewed CMO 

Interview type Face-to-face 

F1Soft is a company that develops technology to banks. Since 2010 F1Soft have acted 

as a Mobile Money service provider. Their service is called eSewa and was launched 

in 2010.  
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Finaccess 

Date of Interview April 1st 2013 

Interview time 1 hour, 30 minutes 

Interviewed CEO 

Interview type Face-to-face 

Finaccess is a Mobile Money service provider. Their service is called Hello Paisa and 

was launched in 2012. Finaccess have developed their own technology platform. 

MNepal 

Date of Interview April 7th 2013 

Interview time 1 hour, 15 minutes 

Interviewed 2 persons, CEO and CIO 

Interview type Face-to-face 

MNepal is an upcoming Mobile Money service provider. Their technology platform is 

provided by VISA (Fundamo). MNepal is planning to launch its service in the mid of 

2013. 

 


