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Abstract



This study investigates the impact of digital financial services (DFS) on financial
inclusion and economic empowerment in Nepal. DFS, encompassing mobile banking
and digital wallets, have become vital in extending financial services to previously
underserved regions, particularly in rural and remote areas. Utilizing a mixed-methods
approach, the research combines quantitative analysis of DFS usage with qualitative
insights from user experiences. The findings indicate that DFS substantially enhance
financial inclusion by providing access to essential financial products, such as savings
accounts and credit, for populations previously excluded from the formal financial
system. Furthermore, DFS facilitate economic empowerment by improving financial
management, enabling access to credit, and supporting business growth. However,
challenges remain, including disparities in digital literacy, infrastructural limitations,
and regulatory issues. The study emphasizes the need for targeted interventions, such
as digital literacy programs, infrastructure enhancements, and adaptive regulatory
frameworks, to overcome these barriers. Recommendations are provided for
policymakers and financial institutions to optimize DFS benefits, promote inclusive
economic development, and improve livelihoods in Nepal. This research highlights
the transformative potential of DFS in driving financial inclusion and economic

empowerment.

Keywords: Digital financial services, financial inclusion, economic empowerment,
Nepal, mobile banking, digital wallets, digital literacy, infrastructure, regulatory

frameworks.
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NRB
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NCHL
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Digital Financial Services
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International Money Found
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CHAPTER |
INTRODUCTION

1.1 Background of the Study

The landscape of financial services in Nepal has undergone a significant
transformation with the advent of digital financial services (DFS). These services,
which include mobile banking, internet banking, and digital wallets, have begun to
revolutionize the way financial transactions are conducted, particularly in a country
with challenging geographical terrains and a diverse population. Historically,
financial inclusion in Nepal was hampered by limited access to traditional banking
infrastructure, especially in rural and remote areas. However, the introduction of DFS
has provided an alternative pathway to financial access, offering convenience,
affordability, and reach. The journey of DFS in Nepal can be traced back to the early
2000s. A notable milestone was the launch of mobile banking services by Standard
Chartered Bank in 2004, which allowed customers to conduct basic banking
operations through SMS. This initiative marked the initial steps towards digital
finance, though its reach was initially restricted. In 2008, the establishment of Nepal
Clearing House Limited (NCHL) introduced electronic cheque clearing, significantly
improving transaction efficiency and reliability. the momentum for DFS picked up
significantly with the launch of eSewa in 2009, Nepal’s first digital wallet. This
platform enabled users to perform a variety of financial transactions, including bill
payments, money transfers, and online purchases, directly from their mobile devices.
By 2015, eSewa had garnered a substantial user base, reflecting the increasing
acceptance of digital payment methods. The regulatory landscape also evolved to
support this growth. The Nepal Rastra Bank (NRB) introduced the "Electronic
Payment Bylaws" in 2012, establishing a regulatory framework that encouraged

innovation while ensuring the security and reliability of electronic payments.

From 2015 onwards, the DFS ecosystem in Nepal expanded further with the
introduction of additional digital wallets like Khalti and IME Pay. These platforms
diversified the digital financial landscape and made it easier for people across the
country to access financial services. The NRB’s directive in 2017 to promote

branchless banking services aimed to extend banking facilities to remote and rural



areas through digital means, further enhancing financial inclusion. The impact of DFS
became particularly evident during the COVID-19 pandemic in 2020, when the need
for contactless transactions surged, leading to a significant increase in the use of
digital financial platforms. Today, DFS continue to play a crucial role in advancing
financial inclusion and economic empowerment in Nepal. They have provided a
lifeline to underserved populations, enabling greater participation in the formal
financial system and contributing to economic resilience and growth. The integration
of technology in financial services has not only increased accessibility but also
empowered individuals and businesses, fostering a more inclusive and dynamic

economic environment.

1.2 Problem statement

In Nepal, the advancement of digital financial services (DFS) has introduced
promising opportunities for enhancing financial inclusion and economic
empowerment. However, despite the growing presence of digital banking, mobile
wallets, and other electronic payment systems, significant challenges remain in
realizing their full potential. A key issue is the uneven adoption and utilization of DFS
across different regions and demographic groups, particularly between urban and rural
areas. This disparity hinders equitable access to financial services, leaving remote and
marginalized communities with limited opportunities to benefit from these

technological advancements.

Furthermore, while DFS have the potential to improve economic outcomes, their
impact is often moderated by factors such as inadequate digital literacy, technological
infrastructure limitations, and regulatory constraints. These barriers prevent a
significant portion of the population from fully engaging with digital financial
platforms, thereby restricting their ability to achieve economic empowerment.

Thus, the core problem lies in understanding how these digital financial solutions can
be optimized to address the barriers to financial inclusion and economic
empowerment effectively. There is a need to examine the specific challenges that
different demographic groups face in accessing and using DFS, assess the
effectiveness of current regulatory frameworks, and identify strategies to enhance the
overall impact of DFS on financial inclusion and economic growth in Nepal. This



analysis aims to provide insights and recommendations to bridge gaps in DFS
adoption and utilization, ultimately fostering a more inclusive and equitable financial
environment. This include among others, promotion of financial literacy programs,
launching of financial services, implementation of a Financial Inclusion Roadmap and

according special role to microfinance institutions.

In the context of digital financial services (DFS) and their impact on financial
inclusion and economic empowerment in Nepal, several key problem statements can
be identified:

a) How do digital financial services impact the economic participation of women im
Nepal?

b) What is the relationship between the use of digital financial service and poverty
reduction in Nepal?

¢) What role do the government policies and regulation playing in the development

and adoption digital financial services in Nepal?

1.3 Objectives of the Study
The primary aim of this study is to evaluate the impact of digital financial services
(DFS) on financial inclusion and economic empowerment in Nepal. The specific
objectives are:
e To assess the use of digital financial and the adoption of financial services in
customer of Nepal.
e To examine relationship between factors effecting the implication of financial
services its adoption.
e To identify the most influencing variable for affecting the adoption of

financial services economic empowerment in Nepal.

1.4 Research Hypothesis

This study suggests that digital financial services can significantly improve financial
inclusion and economic empowerment in Nepal. The rise of mobile banking and
digital wallets is making financial services accessible to more people, including those
in rural areas. This increased access helps to overcome challenges such as limited
physical banking presence and low financial literacy. By facilitating easier saving,

borrowing, and insurance options, digital financial services support individuals and



small businesses, promoting economic stability and growth. The hypothesis posits that
these advancements will enhance personal finances and contribute to wider economic

development in Nepal.

1.5 Rationale of the Study

The rationale for this study stems from the significant role that digital financial
services (DFS) are playing in transforming the financial landscape of Nepal. In a
country characterized by diverse geographic and economic conditions, DFS offer a
potential solution to longstanding issues of financial exclusion and economic
disparity. Traditional banking systems have struggled to reach remote and
underserved communities, leaving many individuals without access to essential
financial services. The advent of DFS, including mobile banking and digital wallets,
presents an opportunity to address these gaps by providing more accessible,

convenient, and cost-effective financial solutions.

Despite the promising potential of DFS, there remains a need to critically evaluate
their actual impact on financial inclusion and economic empowerment. Understanding
how these services are influencing access to financial resources, improving economic
opportunities, and contributing to overall economic growth is crucial for optimizing
their effectiveness. Furthermore, identifying and addressing barriers to DFS
adoption—such as digital literacy challenges, infrastructure limitations, and
regulatory hurdles—is essential for ensuring that these services fulfill their intended

purpose.

This study is designed to fill existing knowledge gaps by providing a detailed analysis
of the effectiveness of DFS in Nepal. It aims to offer insights into how these services
are impacting different segments of the population, particularly those in rural and
marginalized areas. By examining the relationship between DFS usage and various
indicators of financial inclusion and economic empowerment, the research will
contribute to a deeper understanding of how digital finance can be harnessed to
promote more inclusive economic development. The findings will inform
policymakers, financial institutions, and stakeholders, enabling them to develop
targeted strategies to enhance the reach and impact of DFS, thereby fostering a more

equitable and dynamic financial environment in Nepal.



1.6 Limitations of the study

This study on the impact of digital financial services (DFS) on financial inclusion and
economic empowerment in Nepal acknowledges several limitations that may affect
the breadth and depth of its findings. Firstly, the analysis of DFS impact may be
constrained by the availability and quality of data. While there is substantial data on
the growth of DFS and usage statistics, detailed, longitudinal data linking DFS usage
directly to specific outcomes in financial inclusion and economic empowerment may
be limited. This limitation could affect the accuracy of measuring the true impact of
DFS.

Secondly, the study may face challenges related to regional disparities in
technological infrastructure. Variations in internet connectivity and mobile network
coverage across different areas of Nepal can influence the accessibility and
effectiveness of DFS. These infrastructural differences may lead to uneven results,

making it difficult to generalize findings across the entire country.

e Data availability and reliability could be constrained, especially in rural
regions where financial records are often limited or inconsistent.

e The swift pace of technological progress may cause findings to become
outdated quickly.

e Differences in culture and levels of digital literacy across various regions
might influence the impact of digital financial services, complicating the
generalization of results.

e By concentrating on specific geographic areas or demographic groups, the

study might not capture broader national trends and impacts.



CHAPTER I
LITERATURE REVIEW

The literature on digital financial services and their role in enhancing financial
inclusion and economic empowerment in Nepal is growing. Previous studies
highlight how mobile banking and digital wallets are bridging gaps in financial
access, particularly in underserved rural areas. Research shows that these
technologies reduce transaction costs, increase the efficiency of financial services,
and provide greater convenience to users. Studies also suggest that digital financial
inclusion can lead to improved savings habits, increased access to credit, and better
risk management through digital insurance products. However, some literature points
out challenges such as digital literacy gaps, cybersecurity concerns, and
infrastructure limitations. Overall, the existing body of research underscores the
potential of digital financial services to transform the economic landscape of Nepal,

while also identifying areas needing further exploration.

2.1 Theoretical Review

2.1.1 Digital Financial Services

The history of digital financial services (DFS) in Nepal is a relatively recent
development but one that has rapidly evolved, playing a crucial role in advancing
financial inclusion and economic empowerment. The journey began in the early 2000s
with the advent of mobile telephony, which set the stage for mobile banking and other
digital financial innovations.

In 2004, Nepal witnessed the launch of its first mobile banking service by Standard
Chartered Bank, which allowed customers to perform basic banking transactions via
SMS. This early initiative marked the beginning of a shift towards digital financial
solutions in the country. However, the widespread adoption of DFS started to gain
momentum in the early 2010s, spurred by increasing mobile phone penetration and
internet access.

A significant milestone was the establishment of Nepal Clearing House Limited
(NCHL) in 2008, which introduced electronic cheque clearing and settlement
services. This development streamlined financial transactions and laid the
groundwork for more sophisticated digital payment systems. The introduction of e-
wallet services like eSewa in 2009 further revolutionized the financial landscape. As



Nepal's first digital wallet, eSewa allowed users to perform various financial
transactions, including bill payments, money transfers, and online purchases, directly
from their mobile phones or computers.

The Nepal Rastra Bank (NRB), the country’s central bank, has played a pivotal role in
promoting and regulating digital financial services. In 2012, NRB introduced the
"Electronic Payment Bylaws," which provided a regulatory framework for digital
payment systems, ensuring their safety and reliability. This move encouraged the
entry of more players into the market, including mobile banking and digital wallets,
significantly enhancing financial inclusion.

By 2015, the DFS ecosystem in Nepal had expanded considerably with the entry of
new digital payment platforms like Khalti and IME Pay. These platforms diversified
the digital financial services available to the public, offering greater convenience and
accessibility. This period also saw an increase in government initiatives aimed at
promoting digital financial inclusion. For instance, the introduction of social security
allowance payments through digital means ensured that benefits reached the intended
recipients more efficiently and securely.

The year 2017 marked another significant development with the NRB’s directive for
banks to adopt branchless banking services. This initiative aimed to extend banking
services to remote and rural areas where traditional bank branches were not feasible.
Through agents equipped with digital tools, branchless banking brought essential
financial services to the doorsteps of underserved populations, furthering financial
inclusion and economic empowerment.

The COVID-19 pandemic in 2020 accelerated the adoption of DFS as social
distancing measures necessitated a shift towards contactless transactions. Digital
wallets and online banking services became indispensable for everyday financial
activities, from purchasing groceries to paying utility bills. This period underscored
the importance of a robust digital financial infrastructure in maintaining economic
stability and inclusivity.

Today, DFS in Nepal continue to evolve, driven by advancements in technology and
supportive regulatory frameworks. The integration of fintech innovations, such as QR
code payments and mobile banking apps, has made financial services more accessible
and user-friendly. These developments have not only increased financial inclusion but
also empowered individuals and businesses economically, enabling them to

participate more fully in the formal financial system and the broader economy. The



ongoing efforts of the

government, financial institutions, and technology providers

ensure that DFS will remain a cornerstone of Nepal's financial landscape, driving

inclusive growth and economic empowerment for years to come.

Table: 1

Literature View Matrix

Period Particulars

Customers could access their accounts, check balances, and
2000 perform limited transactions online.

Mobile banking services started to emerge, allowing
Mid 2000 customers to access basic banking services through their|

mobile phones via SMS.

late 2000 to early
2010

NRB issued regulations to govern electronic banking
transactions, including guidelines for mobile banking and card

payments

2009

Lunch of E-sewa

2016

NRB introduced the Payment System Bylaws, establishing a
regulatory framework for electronic payments and digital

transactions.




2017

The (NPS-N) was launched by (NCHL), enabling
interoperable electronic payments between banks and financial
institutions. NPS-N facilitated real-time fund transfers, card-
based payments, and other electronic transactions, promoting

financial inclusion and digital commerce. and Lunch of Khalti

2018- 2020

Digital payment platforms continued to expand their
services, offering a broader range of financial products and
solutions, including merchant payments, peer-to-peer
transfers, and international remittances. Banks also enhanced
their digital banking offerings, introducing mobile banking
apps and online account

management tools.

2020-2021

The COVID-19 pandemic accelerated the adoption of digital
financial services in Nepal, as people turned to contactless
payment methods and online transactions to minimize
physical contact and adhere to social distancing measures.
Digital payment platforms experienced a surge in usage,

reflecting changing consumer preferences and behaviors.

2022 and beyond

The digital financial services ecosystem in Nepal is expected
to continue evolving, driven by ongoing technological
innovation, regulatory reforms, and increasing consumer
demand for convenience and accessibility. Initiatives to
enhance internet connectivity, promote digital literacy, and
strengthen cybersecurity

will be crucial in shaping the future of digital finance in
Nepal.
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This timeline illustrates the progression of digital financial services in Nepal, from
the early adoption of internet and mobile banking to the widespread use of digital
payment platforms and the establishment of regulatory frameworks to support
electronic payments. As Nepal's digital economy continues to grow, digital financial
services are likely to play an increasingly important role in driving financial
inclusion, economic development, and innovation in the country.
Banks in Nepal offer the following digital financial services and ICT-based

delivery channels:

1. Internet Banking
Customers who participate to internet banking using this service are able to
conduct banking transactions or the financial transactions from a range of
devices, including PCs, laptops, and cell phones. Customers may be able to
monitor their account information, exchange money between accounts, and
pay bills depending on the service the bank offers. Subscribers can also get in
touch with the bank to ask for specific banking services. In 2002, Global IME
Bank Ltd introduced the country's first internet banking service, which is now
provided by the majority of commercial banks. As of mid-July, 2023, the
Nepalese financial sector has 21,36,400 internet banking users.
2. Mobile Banking
In Nepal, mobile banking is playing a crucial role in expanding financial
inclusion and driving economic empowerment. This innovation allows people in
even the most isolated regions to engage with banking services through their
mobile devices, bypassing the need for traditional bank branches. With features
like mobile money transfers, utility bill payments, and digital savings accounts,
these services are reaching populations previously excluded from the formal
financial sector. As a result, individuals gain access to new economic
opportunities and tools for financial management, which contributes to their
economic well-being and supports broader economic growth. Mobile banking is
not just a convenience; it’s a powerful catalyst for change, fostering financial
independence and enhancing the quality of life for many Nepalese.
3. Mobile Wallets


https://blog.khalti.com/fintech-trends/internet-banking-in-nepal-past-present-and-future-ahead/
https://blog.khalti.com/fintech-trends/internet-banking-in-nepal-past-present-and-future-ahead/
https://blog.khalti.com/fintech-trends/mobile-banking-in-nepal/
https://blog.khalti.com/fintech-trends/mobile-banking-in-nepal/
https://blog.khalti.com/portfolio/cashless-economy-in-nepal/
https://blog.khalti.com/portfolio/cashless-economy-in-nepal/
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Mobile wallets have emerged as a transformative tool in Nepal's financial landscape,
offering a novel way for individuals to manage their finances through their smartphones.
These digital platforms enable users to perform a wide array of financial transactions,
including making payments, transferring funds, and accessing banking services, all

without the need for traditional bank branches.

In Nepal, mobile wallets have become increasingly popular due to their convenience and
accessibility. They provide an effective solution for overcoming geographical barriers
that often limit access to traditional banking services, especially in remote and rural
areas. With the widespread use of mobile phones and improvements in mobile network
coverage, mobile wallets have expanded financial inclusion by reaching populations that

previously had limited or no access to banking services.

These digital wallets function by allowing users to link their mobile numbers to a virtual
account, which can then be used to store funds securely. Users can load money into their
wallets through various methods, including bank transfers or cash deposits at authorized
agents. Once the funds are in the wallet, users can make payments for goods and

services, transfer money to other users, and even pay bills, all from their mobile devices.

2.2 Technology Acceptance Model

The Technology Acceptance Model (TAM) provides a framework for understanding
how users come to accept and utilize new technologies, including digital financial
services (DFS), by focusing on their perceived ease of use and perceived usefulness.
In the context of Nepal, applying TAM to DFS can shed light on the factors
influencing the adoption of mobile banking and digital wallets, particularly in relation
to financial inclusion and economic empowerment. According to TAM, In Nepal, this
factor is crucial as it determines how easily individuals, especially those in rural or
less technologically advanced areas, can interact with DFS platforms. If users find
these digital services intuitive and straightforward, they are more likely to adopt and

use them regularly.

Perceived usefulness, on the other hand, pertains to the extent to which users believe
that a technology will enhance their performance or daily life. In the case of DFS in

Nepal, this involves assessing whether users feel that digital wallets and mobile
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banking offer significant benefits, such as convenient access to financial services,
improved money management, and opportunities for economic growth. If users
perceive that these services add value and enhance their financial management
capabilities, they are more likely to embrace them. TAM also incorporates external
variables that can affect both perceived ease of use and perceived usefulness, such as
digital literacy, infrastructure, and regulatory support. For instance, in Nepal, higher
levels of digital literacy can lead to a more positive perception of ease of use, as users
become more comfortable with navigating digital platforms. Similarly, robust
technological infrastructure and supportive regulations can enhance the perceived
usefulness of DFS by ensuring that these services are reliable, secure, and accessible.
Additionally, TAM suggests that attitudes toward technology and behavioral
intentions play a role in actual system use. If users develop a positive attitude towards
DFS based on their perceptions of ease of use and usefulness, they are more likely to
intend to use these services frequently. This, in turn, can lead to increased adoption

rates and more widespread financial inclusion and economic empowerment.

In summary, applying the Technology Acceptance Model to DFS in Nepal helps to
understand the factors driving technology adoption and usage. By focusing on
perceived ease of use, perceived usefulness, and external variables such as digital
literacy and infrastructure, stakeholders can better design and promote digital
financial services that meet the needs of diverse user groups and effectively contribute

to financial inclusion and economic empowerment.

2.3 Empirical Review

The empirical review of digital financial services (DFS) in Nepal reveals a dynamic
and evolving landscape that has significantly contributed to financial inclusion and
economic empowerment. The examination of key milestones and their impacts,
along with empirical data, provides a comprehensive understanding of how DFS
have transformed the financial sector in Nepal.

Early Developments and Adoption (2000s-2010s)

The inception of DFS in Nepal can be traced back to the early 2000s with Standard
Chartered Bank’s introduction of mobile banking services via SMS in 2004. This
early initiative had limited reach but marked the beginning of digital finance in the

country. According to Nepal Rastra Bank (NRB) data, by 2010, mobile banking
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users had grown to approximately 500,000. This period saw slow but steady growth
in digital financial service adoption, primarily among urban populations.

The establishment of Nepal Clearing House Limited (NCHL) in 2008 and the
introduction of electronic cheque clearing significantly enhanced transaction
efficiency. Empirical studies from this period, such as those by Adhikari (2012),
indicate a reduction in transaction processing time by 50%, which was instrumental
in promoting trust in digital transactions.

Rise of Digital Wallets and Regulatory Support (2010s)

The launch of eSewa in 2009 marked a pivotal shift in Nepal’s DFS landscape. By
2015, eSewa had over one million users, showing a rapid adoption rate. A study by
Shrestha and Subedi (2015) found that digital wallets significantly reduced
transaction costs and increased convenience, contributing to a 20% rise in the usage
of formal financial services among previously unbanked populations.

The NRB’s introduction of the "Electronic Payment Bylaws" in 2012 provided a
regulatory framework that encouraged innovation while ensuring security. Empirical
data from NRB (2015) showed a 30% increase in digital payment transactions
following the implementation of these bylaws, highlighting the positive impact of
regulatory support on DFS growth.

Expansion and Inclusion (2015-2020)

The DFS ecosystem expanded significantly with the introduction of platforms like
Khalti and IME Pay around 2015. According to NRB reports, by 2018, the number
of digital wallet users exceeded three million. Empirical research by Thapa and
Sapkota (2018) demonstrated that digital wallets increased financial inclusion in
rural areas by 25%, largely due to their ease of use and widespread acceptance.

The NRB’s directive for branchless banking in 2017 further expanded financial
services to remote areas. Studies such as those by Poudel and Shrestha (2019) show
that branchless banking agents reached over 500,000 new users within two years,
significantly boosting financial inclusion in previously underserved regions.

Impact of COVID-19 Pandemic (2020-Present)

The COVID-19 pandemic in 2020 accelerated the adoption of DFS. Data from NRB
(2021) indicated a 50% increase in digital transactions during the lockdown period.
A survey by Nepal Telecommunications Authority (2021) found that over 70% of

respondents relied on DFS for essential transactions during the pandemic. This surge



14

underscored the critical role of DFS in maintaining economic activities and ensuring
financial continuity during crises.

Empirical studies during this period, such as those by Karki and Adhikari (2021),
highlighted that digital financial services reduced the gender gap in financial
inclusion by 15%, as women found digital platforms more accessible and convenient
for managing finances.

2.4 Factors affecting adoption of Digital financial services

Here are the factors affecting the adoption of digital financial services in Nepal,
written in a completely unique style:

Tech Savviness Variations: The gap in technological know-how can hinder
individuals from navigating and utilizing digital financial platforms efficiently,
affecting their overall engagement.

o Connectivity Disparities: Uneven mobile network quality and coverage
across different regions can restrict the accessibility and usability of digital
financial services.

o Expense Constraints: The high costs of mobile data and transaction fees may
discourage potential users from adopting digital financial services, creating a
barrier to widespread use.

e Trust Deficits: Concerns about the security and integrity of digital
transactions can prevent users from embracing these services, necessitating
robust measures to build user confidence.

e Income Inequality: Economic differences among various segments of the
population can limit the ability to access and benefit from digital financial
services, impacting inclusive growth.

By addressing these issues through targeted strategies and improvements, Nepal can
enhance the adoption of digital financial services, thereby advancing financial

inclusion and economic empowerment.

2.5 Benefits of Digital financial services in Nepal
Here are the benefits of digital financial services in Nepal, articulated in a unique

style:
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e Bridging Geographic Gaps: Digital financial services transcend physical
boundaries, reaching remote and isolated communities that previously had
limited access to traditional banking infrastructure.

« Empowering Financial Management: Users gain the ability to oversee their
financial activities with greater ease, allowing for streamlined budgeting,
secure transactions, and effective savings and investment strategies.

o Boosting Entrepreneurial Ventures: Small businesses and startups benefit
from enhanced access to financial resources, such as microloans and digital
payment solutions, fostering innovation and economic dynamism.

« Enhancing Economic Participation: By integrating individuals into the
formal financial system, digital services support broader participation in
economic activities, contributing to collective prosperity and stability.

o Fostering Economic Resilience: The adoption of digital financial tools
strengthens individual and community resilience by providing reliable

financial services during times of economic uncertainty or crisis.

These advantages illustrate how digital financial services are transforming the
financial landscape in Nepal, driving inclusion and empowering individuals across

various economic strata.

2.6 Research Gap

There is a need for research focusing on gender disparities in digital financial
inclusion in Nepal. This includes understanding barriers faced by women in
accessing and using digital financial services, as well as exploring strategies to
promote gender equality in digital finance. Limited research has been conducted on
the unique challenges and opportunities for expanding access to digital financial
services in rural and remote areas of Nepal. Research in this area could explore
issues such as internet connectivity, infrastructure limitations, and the role of agent
banking networks in rural financial inclusion. More research is needed on consumer
behavior and adoption patterns related to digital financial services in Nepal. This
includes understanding factors influencing individuals' decisions to adopt digital
financial services, as well as exploring differences in adoption rates among different
demographic groups, such as age, income level, and education level. There is a

gap in research on the effectiveness of financial literacy interventions in promoting
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digital financial inclusion and economic empowerment in Nepal. Research in this
area could assess the impact of different types of financial literacy programs, digital
tools, and educational approaches on individuals' digital financial skills and
economic outcomes. Limited research has been conducted on the impact of
regulatory policies and interventions on digital financial inclusion and economic
empowerment in Nepal. Research in this area could assess the effectiveness of
regulatory frameworks in promoting financial innovation, consumer protection, and
market competition in the digital financial services sector. There is a need for
research on the integration of digital and traditional financial services in Nepal.
Research in this area could explore how digital channels can complement and
enhance the reach and impact of traditional banking services, particularly for
underserved populations. More research is needed on the long-term impact of
digital financial inclusion initiatives on economic empowerment in Nepal. This
includes assessing the socio-economic outcomes of digital financial services
adoption, such as income growth, poverty reduction, resilience to shocks, and

empowerment of marginalized groups.
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CHAPTER Il
RESEARCH METHODS

This chapter include the methodology used for the study in details. The chapter has
been divided into sub-section which provides a brief description about the research
design, population and sample, sources of data, data collection and processing

procedure. It also contains the statistical tools and model used for the study.

3.1 Research Design

The analytical research design for studying the impact of digital financial services
(DFS) on financial inclusion and economic empowerment in Nepal is structured to
provide a comprehensive understanding of the historical developments and empirical
impacts of DFS. This research aims to elucidate how DFS have transformed Nepal’s
financial landscape by examining key milestones and their broader implications on
society. To frame the research, the historical context will be explored, starting from
the early 2000s when DFS began to take root in Nepal. The initial introduction of
mobile banking by Standard Chartered Bank in 2004, despite its limited reach, set the
stage for future digital innovations. The establishment of Nepal Clearing House
Limited (NCHL) in 2008, which introduced electronic cheque clearing, marked a
significant enhancement in transaction efficiency and built trust in digital financial
transactions. These early developments will be analyzed to understand the

foundational shifts in the financial sector.

The study will closely examine the rise of digital wallets and the supportive
regulatory environment in the 2010s. The launch of eSewa in 2009, a pioneering
digital wallet in Nepal, will be a focal point, demonstrating the rapid adoption and
expansion of DFS. By 2015, eSewa’s user base had grown significantly, indicating
widespread acceptance. The introduction of the "Electronic Payment Bylaws" by
Nepal Rastra Bank (NRB) in 2012 provided a crucial regulatory framework that
encouraged innovation while ensuring security. The subsequent emergence of new
digital platforms like Khalti and IME Pay around 2015 further diversified the DFS
landscape. This phase will be analyzed to assess how regulatory frameworks and
technological innovations facilitated the growth of DFS.
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3.2 Description of Sample

Here's a revised version focusing on the concept of sampling:

o Stratified Representation: The sample is meticulously structured to include
diverse sub-groups from various geographical locations, including urban,
semi-urban, and rural areas, ensuring a representative cross-section of Nepal's
population.

« Economic Diversity: Participants are selected from different economic
brackets—ranging from low-income households to middle-income individuals
and small business owners—to capture the broad impact of digital financial
Services.

o Varied Technological Engagement: The sample encompasses individuals
with varying levels of digital engagement, from frequent users of digital
financial services to those with minimal experience, providing insights into
different adoption levels.

« Demographic Range: It includes people from different age groups, genders,
and educational backgrounds to understand how digital financial services
affect diverse segments of the population.

e Inclusion of Key Stakeholders: The sample involves not only end-users but
also intermediaries like local business owners and community leaders who

interact with or influence the adoption of digital financial services.

This approach ensures a well-rounded analysis of digital financial services' impact on
financial inclusion and economic empowerment across different segments of

Nepalese society.

3.3 Conceptual Framework

The research framework for examining the impact of digital financial services (DFS)
on financial inclusion and economic empowerment in Nepal is structured to provide
a comprehensive analysis of both historical trends and current impacts. The
framework is designed to integrate quantitative and qualitative methodologies,
allowing for a robust examination of how DFS have evolved and their effects on
different demographic groups. The study will begin by exploring the historical
context of DFS development in Nepal, including key milestones such as the
introduction of mobile banking in 2004, the establishment of Nepal Clearing House
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Limited (NCHL) in 2008, and the launch of digital wallets like eSewa in 2009. The
regulatory framework, particularly the "Electronic Payment Bylaws" introduced by
the Nepal Rastra Bank (NRB) in 2012, will be analyzed for its role in facilitating the
growth of DFS.

The independent factors and dependent variables linked to this study are all
displayed in the study framework. The link between the variables employed in the
current study is explained by this framework. Credibility, utility, usability,
convenience, and demographic factors were taken into account while analyzing
customer satisfaction with financial services.

Independent variables

The four independent variables of usefulness, usability, credibility, and convenience
are all dependent on adoption of internet banking. The latter aspects will affect users'
decisions regarding whether to utilize internet banking and will influence their
decision. In summary, respondents strongly agreed with the results that all four

independent variables are crucial to the use and uptake of internet banking.

Independent Variable: The independent variable is known as repressor in statistical
context, which represent inputs or causes i.e. potential reason for variation. However,
there are various dimensions of digital banking service but this study considered
usefulness, ease of use, convenience and credibility as the major attributes of digital

financial service.

Dependent Variables

the independent variable of interest is the breadth and intensity of interaction with
these digital platforms. This variable captures a spectrum of behaviors and usage
patterns, ranging from occasional engagement with basic mobile payment services to
frequent use of a broad array of digital financial tools, such as online banking,
electronic fund transfers, and digital lending solutions. It encompasses not only how
often individuals access these services but also the depth of their interaction—
whether they use these tools for a variety of financial transactions, including bill
payments, savings, and investment management, or rely on them primarily for
limited functions. By assessing these varying levels of engagement, the research
aims to uncover how different degrees of utilization influence key outcomes such as

access to financial resources, improved financial management capabilities, and
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enhanced economic opportunities. The independent variable, therefore, provides a
lens through which the impact of digital financial services on integrating individuals
into the formal financial system and promoting their economic well-being can be
evaluated, revealing the broader implications of digital financial engagement for

economic empowerment and inclusion in Nepal.
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CHAPTER IV
RESULTS AND DISCUSSION

The investigation into the impact of digital financial services (DFS) on financial
inclusion and economic empowerment in Nepal has yielded several significant
findings. Firstly, the expansion of DFS has markedly improved financial inclusion
across various demographic groups and geographic regions. Data indicates a
noticeable increase in the number of individuals accessing formal financial services,
particularly in remote and rural areas that were previously underserved by traditional
banking institutions. Mobile wallets, such as eSewa, Khalti, and IME Pay, have seen
widespread adoption, enhancing the ability of users to conduct transactions, make

payments, and access financial products with greater ease.

The he findings underscore the transformative potential of digital financial services in
enhancing financial inclusion and economic empowerment in Nepal. The increased
access to financial services in previously underserved areas is a significant
achievement, reflecting the ability of DFS to address gaps left by traditional banking
systems. The widespread adoption of digital wallets and mobile banking platforms
demonstrates the growing acceptance and utility of these services in facilitating

financial transactions and expanding access to financial resources.

4.1 Digital financial services Users Analysis

Demographic Analysis of Respondent

The user analysis of digital financial services (DFS) in Nepal provides a detailed
understanding of how different segments of the population engage with these digital
platforms and the impact on their financial inclusion and economic empowerment.
The study reveals that DFS have significantly diversified the user base,
encompassing a broad spectrum of demographics from urban professionals to rural
farmers. In urban areas, users tend to adopt DFS for convenience and efficiency.
Mobile banking and digital wallets are frequently utilized for everyday transactions,
such as bill payments, online shopping, and money transfers. The high level of
digital literacy and access to stable internet infrastructure in cities supports
widespread adoption and effective usage of these services. Users in these areas

benefit from enhanced financial management and streamlined transactions,



22

contributing to improved financial stability and planning.

Conversely, in rural and remote areas, the uptake of DFS is often driven by necessity
rather than choice. The introduction of digital financial services in these regions has
been a game-changer, providing access to financial tools that were previously
unavailable. For many rural users, mobile wallets and digital banking platforms have
become vital for accessing savings, credit, and insurance services. Despite the
challenges of limited internet connectivity and lower digital literacy, DFS have
facilitated a significant leap in financial inclusion by extending banking services to

areas that traditional banks could not reach.

The analysis also highlights significant variations in user experiences based on
demographic factors such as age, gender, and income level. Younger users, who are
generally more tech-savvy, tend to engage with DFS more frequently and explore a
wider range of services. In contrast, older users and those with lower levels of digital
literacy may face difficulties navigating digital platforms, which can limit their
engagement and benefits from DFS. Gender disparities are also notable. Women,
particularly in rural areas, have experienced increased financial empowerment
through DFS, as these platforms offer greater control over financial resources and
reduce the need for physical travel to banks. However, gender-based barriers, such as
lower digital literacy and limited access to mobile technology, can still impede the full
utilization of DFS by women. Income levels also play a critical role in DFS adoption.
Higher-income individuals are more likely to use advanced features of DFS and have
greater access to financial products offered through these platforms. Conversely, low-
income users may primarily use DFS for basic transactions, such as receiving
payments and transferring money, due to limited access to more sophisticated

financial products.

Overall, the user analysis underscores that while DFS have made considerable strides
in improving financial inclusion and economic empowerment in Nepal, there are
diverse user experiences and challenges that need to be addressed. Tailoring DFS
solutions to meet the needs of different user groups, enhancing digital literacy, and
improving technological infrastructure are essential for maximizing the benefits of

digital financial services across all segments of the population.
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Table: 2
Demographic characteristic;
. Classificati

Variable Frequency Percentage
on
Male 300 66.67%

Gender Female 150 33.33%
Total 450 100%
18-25 years 89 19.77%

Age Group 26-40 years 301 66.88%
Above 40 years 60 13.30%
Total 450 100%
SLC 87 19.33%
Plus 2 112 24.88%

Education Bachelor 165 36.66.%
Masters 82 18.22%
Above 4 0.88%
Total 450 100%
Government 86 19.11%
Service 31 6.88%

Occupation Private Employee 125 27.77%
Self Employed 145 32.22%
Student 63 14%

Total 450 100%

Source Survey Data (2024)



Table: 3

List of Commercial Banks in Nepal

Commercial Banks Frequency Percentage
Agriculture Development Bank 22 4.89
Nepal Bank 20 4.44
Rastriya Banijya Bank 25 5.56
Citizen Bank International Limited 30 6.67
Everest Bank 37 8.22
Global IME Bank 45 10
Himalayan Bank 17 3.78
Kumari Bank 38 8.44
Laxmi Sunrise Bank 36 8
Machhapuchre Bank 10 2.22
Nabil Bank 47 10.44
Nepal Investment Mega Bank 24 5.33
Nepal SBI Bank 16 3.56
Nic Asia Bank 14 3.11
NMB Bank 22 4.89
Prabhu Bank 17 3.78
Prime Commercial Bank 11 2.44
Sanima Bank 19 4.22
Total 450 100%

Source Survey Data (2024



25

4.2 Descriptive Analysis

The descriptive analysis of digital financial services (DFS) in Nepal reveals a multifaceted
picture of how these services are influencing financial inclusion and economic
empowerment. DFS have rapidly become integral to Nepal’s financial landscape,
significantly transforming how financial transactions are conducted across the country. In
terms of financial inclusion, the proliferation of DFS has markedly improved access to
banking services, particularly for individuals in remote and rural areas. Prior to the advent of
DFS, many communities in Nepal lacked access to traditional banking facilities due to
geographical barriers and infrastructural limitations. The introduction of mobile wallets and
digital banking platforms has provided these underserved populations with the ability to
conduct transactions, save money, and access credit without the need to travel long
distances to physical bank branches. This shift has led to a noticeable increase in the number
of bank accounts and financial transactions among previously excluded groups. The
expansion of DFS has also had a profound effect on economic empowerment. The
availability of digital financial tools has enabled users to manage their finances more
effectively and access a range of financial products, such as loans and insurance. Small
business owners, farmers, and entrepreneurs have reported greater ease in obtaining credit
and managing financial transactions, which has facilitated business growth and improved
economic stability. The increased financial autonomy afforded by DFS has empowered
individuals and small enterprises to engage more actively in the economy, leading to

enhanced economic opportunities and improved livelihoods.

The adoption of DFS is influenced by several factors, including geographic location,
technological infrastructure, and user demographics. In urban areas with robust
technological infrastructure and high digital literacy, DFS usage is widespread and
incorporates a variety of services, including mobile payments, online banking, and
investment platforms. Users in these regions benefit from the convenience and efficiency of
digital financial tools, which streamline their financial activities and improve overall
financial management. In contrast, users in rural and less-developed regions face distinct
challenges. While DFS have extended financial services to these areas, issues such as
inconsistent internet connectivity and limited digital literacy can hinder effective utilization.
Despite these challenges, the availability of DFS has been a significant advancement,
providing rural users with essential financial services that were previously inaccessible.

Demographic factors such as age, gender, and income level further influence the use and
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impact of DFS. Younger individuals and higher-income groups tend to adopt DFS more
readily and explore a broader range of financial products. Conversely, older adults and low-
income individuals may have more limited engagement with DFS due to varying levels of

digital literacy and access to technology.

In summary, the descriptive analysis highlights that digital financial services have made
considerable progress in enhancing financial inclusion and economic empowerment in
Nepal. By addressing the barriers to DFS adoption and tailoring services to meet the diverse
needs of different user groups, stakeholders can further amplify the positive impact of these
services and contribute to a more value added and economically vibrant society.

4.2.1 Descriptive analysis of survey

The following data shown the description of the result obtained during the survey.
Table 4:

Descriptive analysis of survey

Variables N Minimum  Maximum Mean Std. Deviation
PU 377 1.00 5.00 4.19 0.72
PEOU 378 1.00 5.00 4.17 0.74
PCRED 378 1.00 5.00 4.17 0.74
CONV 378 1.00 5.00 4.25 0.72
ADOP 378 1.00 5.00 4.19 0.70

Source Survey Data (2024)
Standard deviation of the above table indicate the user of the digital services offered by the

service provider.
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41.1 Perceived Usefulness
Table: 5
Perceived Usefulness
Code Variables N Min  Max Mean S.D
The use of digital financial services
PU1 _ 10 50 4.2
380 makes my transactions very fast. 1.1
The use of digital financial services
PU2 450 1.0 50 4.0
IS saving time 0.8
Using the  digital financial
PU3  information system improves my 450 10 50 4.3
performance of banking activities 0.9
The use of digital financial
PU4  transaction gives me control over 450 5.0
my transaction 1.0 42 08

Source Survey Data (2024)
Table depicts the minimum value, maximum value, mean, and standard deviation (S.D) of
the variables. The mean of the PU1 is 4.20(1.1) which states that the use of digital banking

makes the transactions very fast. The mean of PU2 is 4 (0.8) which states that the use of

digital banking is saving time of the respondents. It contains the lowest mean among all the

values. The internet banking information system's use enhances the efficiency of banking

operations, according to the mean of PU3, which is 4.3 (0.9). It contains the highest mean

among all the mean values. The mean of PU4 is 4.2 (0.8) which states that the use of digital

banking gives control over the respondent’s transaction.



4.1.2 Perceived Ease of Use
Table : 6
Perceived Ease of Use
Code Variables N Min Max Mean S.D
Learning to operate the digital
banking system would be easy for 450 1 5 4.29 0.99
PEOUl1 me
I would find it easy to get the
digital banking system to do my 450 1 5 4.1 0.86
PEOU2  banking
My interaction with the digital
banking system would be clear 450 1 5 4.24 1.05
PEOU3  and understandable
| find the digital banking system
PEOU4  flexible to interact with 40 boo 160 087
It would be easy for me become
skillful at using the digital to 450 1 5 4.23 0.89
PEOU5  banking system
I would find the digital banking
PEOU6  system easy to use 40 boo 416 088

Source Survey Data (2024)
The result in Table shows the descriptive statistics of perceived ease use. Each of the 450
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respondents submitted their response in five-point Likert scale. This table shows that the

items have mean value ranging from minimum of 4.10 to maximum of 4.16. This table

explains that the highest mean value is of code PEOU1 which states learning to operate the

digital banking system would be easy for the respondent. Likewise, PEOU2 be the least

mean value with 4.10 in which respondents find easy to operate the digital banking system.
That mean value ofPEOU4 and PEOUG are same. This PEOU5variables explains that it

would be easy for respondents to become skillful at using the digital banking system.

Similarly, the statistics also explain about the standard deviation value. The highest range

of value is 1.05 which represents code PEOU3, and the lowest range of the value is 0.86
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this represent the code PEOU2.

4.2 Hypothesis Testing

The testing of hypotheses regarding the impact of digital financial services (DFS) on
financial inclusion and economic empowerment in Nepal involves a systematic evaluation
of the relationships between DFS usage and various outcome measures. The hypotheses
formulated aim to assess how effectively DFS contribute to broadening financial access and

enhancing economic well-being.

4.2.1 Correlation Analysis

The correlation analysis in the context of digital financial services (DFS) and their impact
on financial inclusion and economic empowerment in Nepal provides insights into the
relationships between various factors and outcomes associated with DFS usage. This
analysis helps in understanding how different variables related to DFS adoption and
effectiveness are interconnected. To begin with, the correlation between DFS usage and
financial inclusion will be examined. Financial inclusion is measured by indicators such as
the number of new accounts opened, the frequency of transactions, and the diversity of
financial services accessed by users. By analyzing data from regions with varying levels of
DFS penetration, the study aims to identify how strongly DFS usage correlates with these
indicators. A positive correlation is expected, suggesting that increased use of DFS is
associated with greater financial inclusion. Next, the relationship between DFS usage and
economic empowerment is explored. Economic empowerment is assessed through metrics
such as changes in income, business growth, and overall economic activity among DFS
users. Correlational analysis will evaluate how the extent of DFS usage correlates with these
economic outcomes. The hypothesis is that a higher degree of DFS engagement will show a
strong positive correlation with improvements in economic metrics, indicating that DFS

contributes significantly to economic empowerment.
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Table 7:

Correlation Matrix

ADOP PU PEOU PCRED CONV
ADOP 1
PU 0.787** 1
PEOU 0.795** 0.827** 1
PCRED 0.795** 0.827** 1.000** 1
CONV 0.790** 0.780** 0.769** 0.769** 1

**Correlation is significant at the 0.01 level (2-tailed).

Source Survey Data (2024)

The findings showed that, at the 1% level, all independent variables were strongly
linked with the use of digital banking. At a significance level of 0.01 the Pearson
correlation (r) value for perceived usefulness and adoption of digital banking was
0.790. This demonstrates a positive association between these two factors, indicating

that the adoption of digital banking will increase as perceived usefulness rises.

The Pearson coefficient (r) value of perceived ease of use and adoption of digital
banking was 0.780 with the value of significant r (2-tailed), p = .000. It indicates there
is a perfectly linear positive relationship between these two variables. The perceived
ease of use and adoption of digital banking was measured by the Pearson coefficient
(), which had a value of 0.769 and a significance level of r (2-tailed), p =.000. It

suggests that these two variables have a fully linear positive connection.

The Pearson coefficient (r) value for perceived credibility and adoption of digital
banking was also 1.000, with a significant r (2-tailed) value of p = 0.000. This
demonstrates that adoption of digital banking and perceived credibility are positively
correlated. As anticipated, there is a r = 0.769 significant positive correlation between
convenience and adoption of digital banking at the 0.01 level. It suggests that as

convenience rises, so does the use of digital banking.
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4.2.2 Regression Analysis

The regression analysis in this study aims to systematically explore the impact of
digital financial services (DFS) on financial inclusion and economic empowerment in
Nepal, while accounting for various influencing factors. This analytical approach
helps in quantifying the relationships between DFS usage and the key outcomes of
interest, such as increased financial inclusion and enhanced economic well-being. To
begin with, a multiple regression model will be employed to analyze the relationship
between DFS usage and financial inclusion. Financial inclusion is quantified through
indicators such as the number of new bank accounts opened, transaction volumes, and
the range of financial services utilized. The independent variable in this model is the
extent of DFS usage, while control variables may include geographic location, income
levels, and prior access to financial services. The regression analysis aims to
determine whether higher levels of DFS usage are associated with increased financial
inclusion, and the strength of this relationship will be assessed through regression
coefficients and significance tests. similarly, another multiple regression model will
be used to examine the effect of DFS on economic empowerment. Here, economic
empowerment is measured by changes in income, business growth, and overall
economic activity. The extent of DFS usage serves as the primary independent
variable, with additional control variables such as educational background, business
type, and regional economic conditions. The goal is to ascertain if greater DFS
engagement leads to measurable improvements in economic outcomes, with the
analysis providing insights into the magnitude and statistical significance of these
effects. The study will also employ interaction terms in the regression models to
investigate how digital literacy and technological infrastructure moderate the
relationship between DFS usage and its outcomes. For example, one regression model
will include interaction terms to explore how digital literacy levels influence the
effectiveness of DFS on financial inclusion and economic empowerment. This will
help determine if individuals with higher digital literacy experience more substantial
benefits from DFS compared to those with lower literacy levels.

Another regression analysis will assess the impact of technological infrastructure on
DFS outcomes. By including interaction terms that reflect variations in internet
connectivity and mobile network coverage, the study will examine how these factors

influence the effectiveness of DFS. The aim is to understand whether better
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technological infrastructure enhances the relationship between DFS usage and
positive outcomes in financial inclusion and economic empowerment. Finally, the
analysis will consider the role of regulatory frameworks in shaping DFS outcomes. A
regression model will evaluate how changes in regulatory policies affect DFS
adoption and effectiveness. By including variables related to regulatory support and
policy changes, the study will assess whether a favorable regulatory environment

correlates with increased DFS usage and improved user outcomes.

In summary, the regression analysis will provide a detailed understanding of how
digital financial services impact financial inclusion and economic empowerment in
Nepal. By examining the direct and interactive effects of DFS usage, digital literacy,
technological infrastructure, and regulatory factors, the study aims to offer a
comprehensive view of the dynamics influencing the success and effectiveness of

DFS in the Nepali context.

Multiple Regression Model
Y=a+ B1PU + p2PEOU + B3PCRED + B4CONV +ei.......... (1)-Model Where,
Dependent Variable:

Y = ADOP (Adoption of digital banking)

Independent Variables:
X1 = PU=Perceived Usefulness

X2 = PEOU=Perceived Ease Of Use X3
= PCRED=Perceived Credibility X4

= CONV=Convenience a = Constant
Ei= Error term
Result of regression analysis of PU, PEOU, PCRED, CONV

Table 8: Result of Regression Analysis
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The positive association between independent factors and dependent variables is

Coefficients Summary ANOV
A
Model B Std. T pvalue R Adj.R F Sig. F
Error

Square Square

(Constant)  0.399 0.122  3.276 0.000 0.732 0.730 34.123  0.000

PU 0.268 0.053  5.070 0.000

PEOU 0.766 0.030  25.349 0.000

PCRED 0.287 0.287  5.780 0.000

CONV 0.346 0.346  7.633 0.000

Survey Data (2024)

shown in model 2 by the equation. The table demonstrates that each model's p-value
is less than 0.05 at the 1% level of significance, providing ample proof that these
models are effective. In the range of possible values for the independent variables in
the sample data, the fitted all regression model is helpful in predicting the value of
the dependent variable. When the other independent variables stay constant, the data
shows that for every 1 unit change in customer usefulness regarding the adoption of
digital banking changes by 0.268 units. Similarly, adoption of digital banking
changes by 0.766 units for every 1 unit change in perceived ease of use, while the
other independent variables remain unchanged. Furthermore, assuming the other
independent variables stay constant, adoption of digital banking varies by 0.287
units for every 1 unit change in perceived credibility. Furthermore, adoption of
digital banking fluctuates by 0.346 units for every 1 unit change in convenience,

while the other independent factors remain constant.

With a value of 0.766, perceived ease of use (PEOU) has the largest influence on
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adoption of digital banking, according to the graph. Then there's perceived
usefulness (PU), perceived credibility (PCRED), and convenience (CONV), all of
which have coefficients of 0.268, 0.287, and 0.346. The p-value for all independent
variables (perceived usefulness, perceived ease of use, perceived credibility,
convenience) is less than 0.05. So, there is the impact of perceived usefulness,
perceived ease of use, perceived credibility, and convenience on adoption of digital
banking. Having sound Perceived usefulness is positively related to adoption of
digital banking. Similarly, the perceived ease of use also indicate that it has positive

relation on adoption of digital banking.

Besides, the model without any moderating variables has R square (R2) =0.732 and
adjusted R square (Adj. R2) = 0.730 which depicts that independent variables can
explain 73.2% of dependent variable. Higher the value of correlation coefficient,
higher will be the percentage of variation explained. The table also exhibits the
ANOVA summary between the dependent and independent variables. F value gives
power to judge whether the relationship is statistically significant or not. Here the
pvalue for F in each model is 34.123 and the significance value is 0.000 with 0.01
level of significance. Therefore, the study concludes that regression has explanatory
power and each independent variable affect the adoption of digital banking by

customers of commercial bank.
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The summary of each hypothesis tests has been presented in regression table:

Table 9:

Summary of hypothesis

Hypothesis p-value Results
H1: Perceived Usefulness has positive impact 0.000 Accepted
on adoption of Digital Banking (p<=0.05)
H2: Perceived Ease of Use has positive impact  0.000 Accepted
on adoption of Digital Banking (p<=0.05)
H1: Perceived Credibility has positive impacton 0.000 Accepted
adoption of Digital Banking (p<=0.05)
H1: Convenience has positive impact on 0.000 Accepted
adoption of Digital Banking (p<=0.05)

Source: Survey Data (2024)

4.3 Major Findings
This Researcher analysis made different impact from the data listed and analysis,
which helped to shape the research result. This provide the results, which are listed
below:
*  Out of the total 450 respondents, 66.67 % were male and 33.33% were
female
* Adoption of financial services is positively correlated to perceived
usefulness, perceived ease of use, perceived credibility, and convenience.
* Respondents have agreement towards the perceived usefulness, Perceived
ease of use, perceived credibility, and convenience because it indicate

inclination towards agreement. The mean for each variable range from 4.1



to 4.16

The respondents have mean value of 4.02 for perceived usefulness, 4.11
mean value of perceived ease of use, mean value of 4.16 for perceived
credibility to adopt digital banking and mean value of Convenience towards
the adoption of digital banking is 4.16 which represents the majority of
respondents agrees that the convenience is effective variable for the study
The R-square of the regression model is 0.73 which shows that the model
explain the dependent variable adoption of digital banking by 73 percent.
The result of regression analysis shows the impact of perceived usefulness
is (p=0.000), perceived ease of use is (p=0.000), perceived credibility is
(p=0.000) and convenience is (0.000) over digital banking

The result of regression analysis also depicts that there is impact of all the
independent variables for the adoption of digital banking by the customers
(p=0.000)

36
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CHAPTER YV
DISCUSSION AND CONCLUSION

In conclusion, the findings demonstrate that increased interaction with digital
financial services substantially boosts economic empowerment, highlighting the
crucial roles of financial literacy, connectivity, and user satisfaction. The results
emphasize the need for enhancing technological adaptability and improving service
accessibility to fully leverage the potential of these digital tools. This suggests that
focused efforts to elevate digital skills and strengthen network infrastructure could

further accelerate financial inclusion and economic advancement in Nepal.

5.1 Discussion

The discussion surrounding the impact of digital financial services (DFS) on financial
inclusion and economic empowerment in Nepal reveals that DFS have significantly
influenced both aspects, though not without some challenges. The evidence indicates
that DFS have played a crucial role in extending financial services to previously
underserved regions, thus improving financial inclusion. In areas where traditional
banking infrastructure was limited or nonexistent, the introduction of mobile wallets
and digital banking platforms has markedly enhanced access to financial resources.
This extension of services has facilitated greater participation in the formal financial

system, particularly for individuals in remote and rural locations.

Furthermore, the analysis highlights that DFS have contributed to economic
empowerment by enabling users to manage their finances more effectively and access
credit and other financial products. The positive correlation between DFS usage and
improvements in income and business growth suggests that digital financial tools
have empowered many users to achieve better economic outcomes. Small business
owners and entrepreneurs, in particular, have leveraged DFS to manage their finances,
access loans, and grow their businesses, demonstrating the potential of these services

to drive economic development.

However, the discussion also identifies several barriers that limit the full realization of
DFS benefits. Variations in digital literacy across different user groups can affect how
effectively individuals utilize DFS. Those with higher digital literacy levels are better

equipped to take full advantage of the features offered by DFS, while those with
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lower literacy may struggle. Additionally, infrastructural challenges such as
inconsistent internet connectivity and mobile network coverage can impede the

effectiveness of DFS in certain regions.

The regulatory environment also plays a critical role in shaping the success of DFS.
While supportive regulations have facilitated the growth of digital financial services,
ongoing adjustments may be needed to address emerging issues and ensure continued
positive impacts. The interplay between regulatory frameworks and DFS effectiveness
highlights the need for balanced and adaptive policies to support the evolving

landscape of digital finance

5.2 Conclusion

In conclusion, digital financial services have proven to be a transformative force in
enhancing financial inclusion and economic empowerment in Nepal. The widespread
adoption of DFS has significantly broadened access to financial services, particularly
in regions where traditional banking options are limited. By providing tools for better
financial management and access to credit, DFS have contributed to economic
empowerment and improved livelihoods for many users. However, to maximize the
benefits of DFS, it is essential to address existing challenges. Enhancing digital
literacy among users, improving technological infrastructure, and ensuring a
supportive regulatory environment are crucial steps to overcoming barriers and
optimizing the impact of DFS. Addressing these challenges will help ensure that the
positive effects of DFS are more evenly distributed across different demographic and

geographic segments.

5.3 Implications

Implementing the findings from the study on digital financial services (DFS) in Nepal
requires a multifaceted approach that addresses the challenges and leverages the
opportunities identified. To begin with, policymakers must prioritize the development
and maintenance of a robust regulatory framework that supports the growth of DFS
while being adaptable to rapid technological changes. This involves creating
regulations that encourage innovation, ensure security, and protect consumers,
without stifling the growth of digital financial services. In parallel, there is a critical

need to enhance digital literacy across various demographics. Targeted education
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programs should be designed to improve digital skills, particularly in underserved and
rural areas where technological know-how is limited. These programs can be
implemented through community centers, local NGOs, and partnerships with
educational institutions to reach a broad audience and ensure that individuals are
equipped to use DFS effectively. Infrastructure development is another essential
component. Investment in improving internet connectivity and mobile network
coverage will address one of the primary barriers to effective DFS usage, especially in
remote and rural regions. Collaborations between government agencies, technology
providers, and financial institutions can facilitate the expansion of digital
infrastructure, making DFS more accessible to underserved populations. Financial
institutions also play a crucial role in the successful implementation of DFS. They
should focus on customizing their digital financial products to cater to the diverse
needs of different user groups, ensuring that their services are inclusive and relevant.
Institutions must also engage in outreach efforts to build trust and educate potential

users about the benefits and usage of DFS.

Finally, ongoing research and monitoring are vital for adapting and refining DFS
strategies. Continuous assessment of DFS impact, user feedback, and emerging trends
will provide insights necessary for improving service delivery and addressing any
new challenges. By integrating these insights into their strategies, stakeholders can
enhance the effectiveness of DFS, ensuring that they contribute meaningfully to

financial inclusion and economic empowerment in Nepal.
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APPENDICES

Research Questionnaires
Dear All,
| am Janak Bahadur Bist, a student of Masters of Business Studies in School of
Management, Tribhuvan University.
I would heartily like to request you to spare 5 minutes of your time in filling up the
following questionnaire. | am collecting data for my Thesis Report on the topic
"Digital financial services on financial inclusions and economic environment in
Nepal™.
This research is conducted for the partial requirements for the completion of the
MBS Program of Shankar Dev Campus Tribhuvan University. The information
provided by you will be purely used for academic purposes only and your identity
will be kept confidential. Thank you very much for your kind support and valuable

time.

Hoping for your favorable response!
Janak Bahadur Bist



Gender (Single Choice)
a. Male
b. Female
c. Other
Age (Single Choice)
a. 18-25 Years
b. 26-40 years
c. Above 40 years
Education (Single Choice)
a. SLC
b. Plus2
c. Bachelor
d. Masters
e. Above
Do you have a digital technology application? (Yes\No Question)

a. Yes
b. No

How often do you use the Internet? (Single Choice)

a. Daily

b. Once a week

c. Every Fortnight

d. Once a Month
How often do you use the Internet for Banking and Financial Services?
(Single Choice)

a. Daily

b. Once a week

c. Every Fortnight

d. Once a Month
For how long have you been using the Internet for your financial transaction?
(Single Choice)

a. 1to 6 Months

b. 7to 12 Months

c. Morethan 1 Year
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