
INTERNET BANKING IN THE CONTEXT OF
NEPALESE COMMERCIAL BANKS

By :
MAHESH PRADHAN
Shanker Dev Campus

T.U. Registration No: 7-1-039-0024-96
Campus Roll No: 75/062

A Thesis Submitted to :
Office of the Dean

Faculty of Management
Tribhuvan University

In Partial Fulfillment of the Requirement for the Degree of
Master of Business Studies (M.B.S)

Kathmandu, Nepal
December, 2009



RECOMMENDATION

This is to certify that the Thesis

Submitted by

MAHESH PRADHAN

Entitled:
INTERNET BANKING IN THE CONTEXT OF

NEPALESE COMMERCIAL BANKS

has been prepared as approved by this Department in the prescribed format of the

Faculty of Management. This Thesis is forwarded for examination.

………………………   …..…………............…………. ....…………............………….
Ruchila Pandey Prof. Bisheshwor Man Shrestha Prof. Dr. Kamal Deep Dhakal

Reader (Head of Research Department) (Campus Chief)

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva-voce of the thesis presented

by
MAHESH PRADHAN

Entitled:
INTERNET BANKING IN THE CONTEXT OF

NEPALESE COMMERCIAL BANKS

And found the thesis to be the original work of the student and written

according to the prescribed format. We recommend the thesis to

be accepted as partial fulfillment of the requirement for

Master Degree of Business Studies (M.B.S.)

Viva – Voce Committee

Head, Research Department ……………………………….

Member (Thesis Supervisor) ……………………………….

Member (External Expert) ……………………………….



TRIBHUVAN UNIVERSITY

Faculty of Management

Shanker Dev Campus

DECLARATION

I hereby declare that the work reported in this thesis entitled "INTERNET BANKING

IN THE CONTEXT OF NEPALESE COMMERCIAL BANKS” submitted to Office

of the Dean, Faculty of Management, Tribhuvan University is my original work done in

the form of partial fulfillment of the requirement for the Master's Degree in Business

Studies (M.B.S.) under the supervision of Ruchila Pandey, Reader of Shanker Dev

Campus.

….……………………..
MAHESH PRADHAN

Researcher

T.U. Regd. No : 7-1-039-0024-96

Campus Roll No: 75/062



ACKNOWLEDGEMENT

This thesis entitled “Internet Banking in the Context of Nepalese Commercial Banks” has

been prepared in partial fulfillment for the Degree of Masters of Business Studies (MBS)

under the supervision of Ruchila Pandey, Reader of Shanker Dev Campus.

On behalf of the thesis, I want to extent my gratitude to all who help me in the

preparation of this research report. Special thanks to respective head of the research

department and thesis supervisor Ruchila Pandey, Reader for her final and valuable

suggestion to prepare this thesis.

Last but not least, I am indebted to all the authors whose Books, Journals and Thesis have

been consulted during the preparation of this Thesis and all the staffs of related

commercial banks and all of my friends for their valuable suggestions, guidance and

providing me the necessary data and information regarding this research.

It was a novel experience of doing a thesis work which certainly helped me to gain deep

knowledge in the subject. But accomplishment of the objective was not easy. The

foremost difficulty was the scarcity of adequate data and information, which I

experienced as the most difficult work during any type of research study in Nepal.

Nevertheless, it was pleasant feeling to accomplish the thesis finally.

Thank You!

Mahesh Pradhan

Researcher



TABLE OF CONTENTS

Acknowledgement

Table of Contents

List of Figures

List of Tables

Abbreviations

Page No.

CHAPTER I: INTRODUCTION

1.1 History of Internet Banking in Nepal…………………………………………...1

1.2 Background of the study……………………………………………………….. 3

1.3 Focus of the study……………………………………………………………… 6

1.4 Statement of problem…………………………………………………………...7

1.5 Objectives of the study………………………………………………………….8

1.6 Significance of the study………………………………………………..............8

1.7 Limitation of the study………………………………………………………….9

1.8 Structure of the study…………………………………………………............... 9

CHAPTER II: REVIEW OF LITERATURE

2.1 Introduction……………………………………………………………………..10

2.2 Theoretical Review…………………………………………………………….. 10

2.2.1 Historical Background of Banking Service in Nepal…………………………10

2.2.2 IT and the Banking Sector…………………………………………………… 11

2.2.3 Computerization in Banks…………………………………………………… 12

2.2.4 Evolution of Internet Banking……………………………………………….. 13

2.2.5 Security Problem in Internet Banking……………………………………….. 26

2.2.6 Future Prospective…………………………………………………………… 28

2.3 Review of Related Studies……………………………………………………... 32

2.4 Review of MIS Thesis…………………………………………………………. 42



CHAPTER III: RESEARCH METHODOLOGY

3.1 Introduction……………………………………………………………………..52

3.2 Sources and Nature of Data……………………………………………………. 52

3.3 Population……………………………………………………………………… 52

3.4 Sample of the study……………………………………………………………. 54

3.5 Data Collection Instruments…………………………………………………… 54

3.5.1 Pilot Test and Analysis………………………………………………............. 54

3.5.2 Data Collection………………………………………………………………. 54

3.6 Data Mining……………………………………………………………………. 54

3.7 Presentation and Analysis Techniques………………………………………… 55

3.8 Limitations of the Methodology……………………………………………….. 55

CHAPTER IV: DATA PRESENTATION AND ANALYSIS

4.1 Introduction……………………………………………………………..............56

4.2 Data Presentation and Analysis…………………………………………………56

4.2.1 Present Status of Traditional Banking System in Nepal……………………... 56

4.2.2 Present Status and Future Prospective of Internet Banking Service in

Different Commercial Banks………………………………………………………. 59

4.2.3 Expectation of customers from Internet Banking Service…………………… 63

4.2.4 Willingness to start Internet Banking Service by Banks…………………….. 64

4.2.5 Internet Banking Service Charge…………………………………………….. 65

4.2.6 Security Threat or difficulties in implementation of Internet Banking

Services……………………………………………………………………………. 66

4.3 Major Findings of the Study…………………………………………………… 67

CHAPTER V: SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction……………………………………………………………………. 69

5.2 Summary……………………………………………………………………….. 69

5.3 Conclusion……………………………………………………………………... 70

5.4 Recommendations………………………………………………………………72

Bibliography

Appendix



LIST OF FIGURES

Figure 4.1 : Current Status of Traditional Banking System

Figure 4.2 : Difficulties/Problem with Traditional Banking System

Figure 4.3 : Online Services provided by the Commercial Banks

Figure 4.4 : Expectation of Customers from Internet Banking Services

Figure 4.5 : Important Factor of Internet Banking Feasibility

Figure 4.6 : Difficulties in implementation of Internet Banking



LIST OF TABLES

Table 3.1 : Distribution of Population Frame

Table 4.1 : Present Status of Traditional Banking System in Nepal

Table 4.2 : Difficulties/Problem with Traditional Banking System

Table 4.3 : Online services currently in use

Table 4.4 : Online Services provided by the Commercial Banks

Table 4.5 : Expectation of Customers from Internet Banking Services

Table 4.6 : Important Factors of Internet Banking Feasibility

Table 4.7 : Difficulties in implementation of Internet Banking



ABBREVIATIONS

ABBS = Any Branch Banking System

ACH = Automated Clearing House

ADB = Asian Development Bank

ADBN = Agriculture Development Bank Nepal

ATM = Automated Teller Machine

B2B = Business to Business

B2C = Business to Consumer

CAN = Computer Association of Nepal

CVC = Central Vigilance Commission

CVC = Card Verification Code

CVVC = Card Verification Value Code

DSS = Decision Support System

ECS = Electronic Clearing System

EFT = Electronic Funds Transfer

EFTPOS = Electronic Funds Transfer at Point of Sale

FDIC = Federal Deposit Insurance Corporation

ISP = Internet Service Provider

IT = Information Technology

ITC = International Trade Centre

LAN = Local Area Network

MAN = Metropolitan Area Network

MIS = Management Information System

NAST = Nepal Academy for Science and Technology

NRB = Nepal Rastra Bank (Central Bank of Nepal)

NTC = Nepal Telecommunications Corporation

PBOC = People’s Bank of China

PC = Personal Computer

PIN = Personal Identification Number

RBI = Reserve Bank of India



RNAC = Royal Nepal Airlines Corporation

RTGS = Real Time Gross Settlement

SEFT = Special Electronic Funds Transfer

SIS = Subscriber Information System

SMS = Short Message Service

SPNS = Shared Payment Network System

STN = Space Time Network

SWIFT = Society for Worldwide Inter-bank Financial

Telecommunication Network

UN = United Nations

UNCTAD = United Nations Conference on Trade and Development

WAN = Wide Area Network

WB = World Bank

WTO = World Trade Organization


