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1. Introduction 

New developments are continuously expanding the traditional boundaries of banking. The interface 

between banks and customers is also changing from being operations-centric to customer-centric. 

Also, the shift in banking service delivery channel in the last few decades has been from brick-and- 

mortar branches to branchless channels such as Automated Teller Machines (ATM), internet and mobile 

devices. Consumers and businesses are looking to their financial institutions for easy access and user-

friendly services; users expect instant access to account information and be able to perform a full range 

of self-service banking tasks. Banks are exploring new technologies for mobility, and customer 

convenience is seen as key to their growth. In developing countries, Branchless Banking (BLB) has 

surfaced to be a popular modern mechanism to facilitate financial services. 

The concept of BLB is widely believed to have begun in South America – in Brazil and Mexico. 

Branchless banking is defined as the delivery of financial services outside conventional bank 

branches, often using agents and relying on information and communications technologies to transmit 

transaction details – typically card-reading point-of-sale/service (POS) terminals or mobile phones 

(CGAP, 2010)1. BLB uses retail agents or other third-party intermediaries as the principal point of 

contact for customers; these points are equipped with Point of Service (POS) devices for transactions. 

Examples of such devices are ATM, card-reading POS devices and even e-Banking and mobile banking.  

 

 

The governments of most developing economies have made universal access to financial services a 

priority and are working with various stakeholders to achieve this goal. Countries such as Brazil, 

Colombia, Kenya and India are using BLB agency-led model to attain universal financial access. In this 

model, the agents provide banking services through the use of mobile devices; in rural communities of 

these countries, access to financial services through such agents have become the chief model of 

banking. BLB has made a significant contribution to financial inclusion in developing countries. Most 

                                                        
1 CGAP (2010), Branchless Banking Diagnostic Template 

Branchless Banking 

Fig 1: Different BLB Technologies 
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financial service providers collaborate with businesses that have a substantial local retail presence as a 

key competitive strategy (CGAP, 2008)2.  

In Kenya, BLB was introduced to improve 

access to financial services for a large 

number of Kenyan households. The 

strong competition in the banking 

industry made the formal financial sector 

realize the benefits of adopting new 

delivery channels for banking to low-

income and rural individuals. Financial 

Sector Deepening (FSD) Kenya observed 

that almost half (45%) of the adult 

population in Kenya is registered with  

M-PESA, which is twice the number of 

adults with bank accounts (23%). At the 

same time, the use  of  mobile  phone 

financial  services has more  than  

doubled  from 28%  to 62%  between 

2009 to 2013. (FSD, 2012)3 

Reserve Bank of India reported that in 

March 2010, local agents (business 

correspondents or BCs), accounted for 

51% of total banking outlets – 

representing 34,316 out of a total of 

67,694 outlets. And in just 5 years (March 

2015), the number had gone up to 

553,713 BLB agents representing 91% of 

the total banking outlets (branches, 

extension counters, and BLB points).  

                                                        
2 CGAP (2008), Realizing the Potential of Branchless Banking: Challenges Ahead 
3 FSD Kenya (2012), Annual Report 

Fig 2: M-PESA Agent in Kenya 

Fig 3: BLB Agents of Axis Bank in India 
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In Brazil, as per research conducted by CGAP in 2007, at least 75% of the population were using BLB 

agents, compared to 43% who have bank accounts. (Siedek, 2007)4.  

 

 

1.1 BLB in Nepal 

In Nepal, the BLB model is used by banks to provide a range of financial services through a network of 

agents who are equipped with POS or other mobile devices. The BLB points are primarily launched in 

locations where it is difficult to establish brick-and-mortar outlets due to challenging geography and 

insufficient market size to warrant the establishment of a full-fledged physical branch. 

BLB in Nepal is currently being undertaken almost exclusively by Class A – Commercial Banks. 

According to Nepal Rastra Bank’s (NRB) Banking and Financial Statistics, as of mid-November 2019, a 

total of 1,520 BLB points have been established in the country. 

                                                        
4 Mas, I., & Siedek, H. (2007), Banking through Networks of Retail Agents 
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Fig 4: Benefits of Branchless Banking (Source: Sakchyam, 2015) 
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2. Sakchyam’s Initiatives in BLB Expansion 
2.1 Sakchyam Earthquake Response Programme 

On April 25, 2015, central Nepal was hit by 

a massive earthquake of 7.8 Magnitude 

(later named the Gorkha Earthquake) which 

resulted in the loss of  8,979 human lives, 

injury to more than 22,000 people and 

severe damage to properties and physical 

infrastructures like roads, water supply and 

electricity. The financial sector too was 

brought to a screeching halt during the first 

few weeks after the earthquake. This had a 

serious effect on the quality and access to 

financial services in the 14 districts deemed 

most-affected, by the Government of 

Nepal. 

There was an immediate need to restore financial/banking services in affected areas and expand the 

outreach of financial institutions to move relief money in an efficient and transparent manner. UKaid 

Sakchyam Access to Finance Programme partnered with 7 prominent commercial banks through a 

competitive process to launch the ‘Sakchyam Earthquake Response Programme’, 2015-2018. The 

partner banks were  

1. Citizens Bank 

2. Global IME Bank 

3. Nepal Investment Bank 

4. NMB Bank  

5. Rastriya Banijya Bank 

6. Sanima Bank 

7. Siddhartha Bank 

The programme involved the launch of two physical branches and over 150 Point of Service (POS) 

machine-based BLB points across the 14 most-affected districts.  

Fig 5: Destruction of Property Caused by the 
Gorkha Earthquake of April 25, 2016 
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By the end of the three-year program, June 2018, a total of 156 BLB points and two physical branches 

had been successfully launched. Under the program, the partner banks collectively opened a total of 

27,205 new customer accounts, collected deposits of over NPR 528 million and also disbursed loans of 

over NPR 352 million. The programme was instrumental in helping provide support to the damaged 

distribution channels of financial system in the rural/remote parts of the earthquake-affected districts. 

It also helped the banks expand their outreach to many difficult and untested locations.   

 

2.2 Expansion of BLB in other parts of Nepal 

One of Sakchyam’s primary areas of intervention has been to expand the outreach of banks and 

financial institutions through the establishment of brick-and-mortar branches and extension counters 

in previously unserved/underserved areas. As the majority of Sakchyam’s priority districts have difficult 

terrain that poses serious challenges in establishing brick and mortar infrastructure, BLB has been 

adopted as the mode of choice for outreach expansion due to its low cost and quick deployment 

capability. Sakchyam has partnered with  9 different commercial banks to establish over 200 BLB points 

in some of the remotest parts of districts in Western Nepal, namely Achham, Bajura, Darchula, Kalikot, 

Manang and Rukum among others. The 9 partner banks are: 

1. Global IME Bank 

2. Janata Bank Nepal  

3. Nepal Investment Bank 

4. Bank of Kathmandu 

5. Mega Bank International 

Fig 6: Cash Camps at Bhainse Danda and Singati in Dolakha 



 

Page | 10  
 

6. Everest Bank 

7. Prabhu Bank 

8. Machhapuchchhre Bank 

9. NIC ASIA Bank 

In many of these locations, the BLB points are the only outlets providing formal financial services. The 

bank branches in rural regions are often located in town centres; people from remote areas spend hours 

to avail even simple financial services. Thus BLB points, located in local markets in such far-flung areas, 

play a key role in serving the unserved/underserved population in many parts of the country.  

 

2.3 Sakchyam’s Technical Assistance 

Sakchyam works closely with its partner financial institutions to ensure effective planning and execution 

of project activities. For BLB projects, Sakchyam provides inputs and suggestions for the development 

of fundamental infrastructure such as developing policies and guidelines, formation of a BLB unit and 

creation of BLB manual, among others. Besides this, Sakchyam also assists partner banks in developing 

monitoring and evaluation mechanism of their BLB agents by constantly tracking their performances 

and activities via transaction updates as well as through periodic site visits to the actual agent locations.   

Additionally, Sakchyam has been working together with the banks in creating a more conducive legal 

and regulatory environment for BLB through discussions with the regulatory bodies such as NRB. The 

programme constantly strives to bring in new ideas and innovations to help the banks make their BLB 

initiatives more effective and efficient. 

 

2.3.1 Training and Workshops 

As a part of its Technical Assistance (TA) to the partner banks, Sakchyam has conducted several BLB-

focused training workshops catering to all BLB actors such as – BLB agents, and banks’ staff at head 

offices, regional offices and branches. Workshops have been conducted across Sakchyam priority 

districts including Banke, Dadeldhura, Dolakha and Nuwakot. The objectives of the BLB training 

workshops are as follows: 

Fig 7: BLB Training Workshop Objectives 
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Till date, Sakchyam has facilitated training events/workshops to over 200 individuals comprising of BLB 

agents and bank staffs from head offices, regional offices and branches. Staff from 14 commercial banks 

and representatives from 27 districts from Karnali, Sudurpashchim, and Provinces 2, 3, 4 and 5 have 

participated in these workshops. 

Sakchyam has also been actively participating in the BLB-focused training events organized by 

individual partner banks for their staff and BLB agents. The workshops organized by Sakchyam involve 

multiple banks and are focused primarily on experience and knowledge sharing, while the workshops 

organised by individual banks dwell more on developing and communicating their BLB strategy with 

the participants. Such events also provide the bank to engage with the agents on an individual level to 

address their issues.  

 

3. Status of BLB Initiatives of Sakchyam Partner Banks  

Sakchyam conducted a study with 14 partner commercial banks currently undertaking BLB initiatives in 

Nepal with the programme’s support. In order to get an overall view of the banks’ BLB activities, the 

study included objective/quantitative as well as subjective/qualitative questions. Some of the key 

findings from the study are discussed below: 

 

3.1 Outreach Achievements 

Branchless Banking is relatively new in Nepal as this form of banking services has been operational for 

less than a decade. So far, 7 of the partner banks have made noteworthy progress in BLB expansion 

with over 100 BLB points launched across the country. At the same time, some banks have recently 

begun their BLB journey with plans for gradual expansion.  

Fig 8: Training/workshops for BLB Agents and Bank Staff 
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A large majority of the BLB points are equipped with POS devices – either traditional card-reading or 

newer tablet-based versions. While a few are still operating through an SMS-based system, the 

upgradation to more reliable and multifunctional tablet-based POS device system is gaining 

momentum. 

 

Banks have reported differing levels of achievements through their BLB initiatives. The highest number 

of accounts opened by a bank through its BLB points (55) is over 30,000 – an average of 557 accounts 

per BLB point. While the lowest number of accounts opened is 2,000 – through 44 BLB points; an 

average of 47 accounts per BLB point. Overall, the average number of accounts opened through a BLB 

point is 188. Similarly, the highest amount of deposit collected by a bank through BLB (120 points) is 

NPR 358 million – an average of NPR 2.98 million per BLB point. The overall average for all the banks 

was found to be NPR 1.97 million per BLB point.  

The level of activity amongst BLB points vary widely; while there are many BLB points carrying over 100 

transactions per day, there are a few dormant BLB points as well. The overall average is 9 transactions 

per day per BLB point. This rate is higher than in Pakistan where it is 7 transactions per day per BLB 

point on average, according to a report released by State Bank of Pakistan in 2018.  

Most banks in Nepal utilize BLB points simply as service centres with the primary motive of opening 

accounts and collecting deposits. However, according to global experience, BLB points (as a stand-

alone initiative) in the long run cannot attain profitability and self-sustainability without offering 

additional income-generating services like loans and remittances. Slowly, banks in Nepal, have started 

realizing this and have begun offering loan facilities through their BLB points. Of course, the BLB agents 

do not have the required credit analysis skills and therefore, cannot handle loan files themselves. The 

Fig 9: Sakchyam Supported BLB Points 
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agents connect interested loan clients (usually locals the agents know) to the nearest bank branch, and 

if and when the loan file is approved, the agents are paid a share of commission by the bank. After the 

loan approval, BLB agents play an important role in the disbursement, repayments and recovery of the 

loans for which, again, the agents earn a share of commission. These additional avenues of earning 

incentivize the BLB agents to work harder and perform better. At the same time, the banks are able to 

generate interest and income fee through the loans disbursed via the BLB points, making them 

profitable and self-sustainable.  

One of the partner banks had realized this relatively earlier than other banks and began 

providing/soliciting loans through a few of their BLB points. As of date, the bank has managed to 

disburse 64 different loans worth NPR 42 million in total through as few as 7 of its 50 plus BLB points. 

Besides loan facilities, the bank has also begun offering remittance services through their BLB points. 

The availability of remittance services is highly appreciated by the local beneficiaries and simultaneously 

have provided even more avenues of earning for the BLB agents. 

 

SN Name of Bank 
No. of BLB Points 
Established with 

Sakchyam Support 

No. of BLB 
Points 

Established by 
Banks  

Total BLB Points 

1 Global IME Bank 13 181 194 
2 Janata Bank Nepal* 50 0 50 
3 Nepal Investment Bank 55 56 111 
4 Bank of Kathmandu* 14 0 14 
5 Mega Bank International 11 108 119 
6 Everest Bank 47 441 488 
7 Prabhu Bank* 12 0 12 

8 Machhapuchchhre 
Bank* 

36 100 136 

9 NIC ASIA Bank* 3 39 42 
10 Citizens Bank 38 64 102 
11 NMB Bank * 7 26 33 
12 Rastriya Banijya Bank 47 46 93 
13 Sanima Bank* 16 0 16 
14 Siddhartha Bank 20 81 101 

 Total 369 1,142 1,511 
*Banks that introduced BLB initiatives through Sakchyam support 

 

 

3.2 Agent Management 

The study found that one of the most significant factors determining a BLB point’s performance is the 

level of the agent’s competence, pro-activeness and willingness to work. The banks that dedicate more 

time and effort in agent management have agents who consistently conduct higher number and 

Fig 10: BLB Points by Partner Banks  
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volumes of transactions.  Agent Management includes steps that are fundamental to the success of the 

BLB initiative; the steps involved are: 

 

i. Scoping and Assessment: There are primarily two methods of scoping and assessment of 

potential BLB locations and agents, followed by banks. In the first method, the process is 

undertaken by the branches, where they recommend the potential BLB locations and agents 

to the head office. The contract is entered with the agent after the head office conducts its due 

diligence. In the second method, the head office (usually the BLB unit) itself undertakes the 

process of scoping and assessment. Once BLB agents are identified, they are assigned to the 

nearest branches, which monitor and provide necessary support to the assigned agents.  

In both methods, there is a probability that either the branch or the head office might not take 

the ownership of the agents’ performances and thus not provide proper monitoring and 

guidance. The banks that carried out the agent selection through a joint effort of the head 

office and branches have better performing BLB points, as observed during the study. The 

branches have more knowledge of the target market and the potential agents, while the head 

office is more in tune with the strategic focus of the bank. Ideally, both the branch and head 

office team should visit the potential agents and their locations at least once before appointing 

them.  

All banks have an agent assessment form which they use for agent selection. Some have a very 

basic form whereas others have a comprehensive form with scoring cards and different 

selection criteria against which the agents are assessed. In cases where the BLB units from the 

head office are unable to visit the agent locations, the assessment forms are filled up by the 

local branch and then sent to the head office along with photographs of the exact agent 

location and market.  

ii. Selection: While selecting agents, banks prefer individuals who have more experience in 

handling cash transactions, thus people with their own business which bring cash-flow are more 

suitable for the position.  

Remittance agents are considered to be ideal for the job; besides good cash management 

skills, they have a certain customer base involved in a cash transaction process on a regular 

basis. However, one bank, which has successful BLB operation revealed that it preferred 

individuals (ideally fresh college graduates) with no involvement with other businesses. 

According to the bank, these agents are able to give undivided attention to the BLB business. 

The bank has ensured that the agents have multiple avenues of earning by providing various 

banking services like loan, remittance and bancassurance through the BLB points, besides 

Scoping and 
Assessment Selection Training Monitoring Support

Fig 11: Agent Management Process 
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regular services. Additionally, the bank also deploys agents to provide door-to-door BLB 

services unlike other banks whose agents are mostly stationed at one particular location. 

iii. Training: Banks with successful BLB operations have been providing training (orientation or 

refresher) to the agents as a joint effort of the head office and monitoring branches. Such jointly 

organized training activities also provide the banks with an opportunity to foster cross-learning 

among the agents, the branches and the head office which invariably translates into better 

teamwork and cooperation. This opportunity is lost when the training is organized solely by 

either the branch or the head office team. 

iv. Monitoring: The study showed that banks with prudent monitoring mechanisms have better 

BLB operation. The monitoring of agents’ performances and activities in such banks are done 

in a collaborative manner. The head office remotely monitors transactions-related 

performances of the agents while the branches conduct periodic visits to agents. During such 

visits, branches also gather subjective information in the form of feedback from local markets. 

Banks with weak monitoring process lacked sufficient knowledge about the performance of 

their agents; this often led to agents becoming inactive or, more worryingly, engaged in risky 

and fraudulent activities.  

All the banks have imposed transaction limits to the BLB points to minimize risks. The 

transaction limits are either on the number or amount of transactions. According to the study, 

on average, BLB agents are allowed to conduct a maximum of 50 transactions up to a value of 

NPR 1 million per day. It was found that banks need to allow higher limits for better-performing 

agents that are conducting a higher number of transactions per day.   

v. Support: BLB agents require support in a variety of areas including adopting the technology, 

running daily operations and troubleshooting, etc. Banks providing constant support to their 

agents – from head office and branch levels – have more active BLB agents. These banks have 

dedicated staff agents can contact whenever they require support. Moreover, these banks are 

working with their agents for marketing and promotion of BLB services in local areas through 

various activities – from simple door-to-door visits to more elaborate marketing/financial 

literacy campaigns. 
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3.2.1 Remuneration Structure of the Agents 

The remuneration provided to BLB agents has a significant impact on their performance. An attractive 

remuneration package is necessary to motivate the agents to perform well, however, paying the agents 

a higher amount may impact the profit margin of the BLB points. Therefore, a balanced remuneration 

structure is required. Primarily, banks provide two types of remunerations to their agents:  

As per the study, all of the banks pay fixed remuneration to their agents in the form of monthly 

payments. The amount ranges from NPR 2,500 to NPR 5,000 per month with an overall average of NPR 

3,300 per month. The study also showed that the banks are offering variable performance-based 

incentives. For every new account opened, banks are paying agents from NPR 10 to 100 – overall 

average being NPR 38.50 per account. 

To encourage deposits, 10 out of the 14 banks pay commission to their agents on average 1.64% p.a. 

on the total deposit amount maintained over a certain interval of time (month, quarter or year). The 

incentive ranges from 0.5% p.a. to 6% p.a. 

Banks also incentivise loan-related transactions; half of the banks share the loan processing fee with 

agents as an incentive for loan referrals.  The incentive amount ranges from 10% to as high as 100% of 

the loan processing fee (45% on average). 

Alternatively, banks also share a percentage of the approved loan amount itself (0.5% on average) or 

pay a fixed amount to the agents as commission for every new loan approved (NPR 875 per loan on 

average). To encourage the agents to actively pursue the timely repayment, renewal and settlements 

of the referred loans, 3 banks share a percentage (1.5% on average) of the total interest income from 

the referred loan to the agent, whereas, 2 banks pay fixed amount (NPR 100 on average) for every loan 

instalment collected on time.  

Banks also provide incentives for remittance services as a fixed amount, ranging from NPR 25 to NPR 

120 depending on the ticket size of the transaction. They also incentivise the payment of utility bills and 

other top-up transactions by the agents. 

 

Fig 12: Remuneration Structure of Agents 
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3.3 BLB Support Structure 

Banks need to have a certain fundamental structure in place to be able to efficiently carry out BLB 

initiatives, which are: 

i. Policy and Guidelines: All of the banks have developed ‘Policy and Guideline’ documents for 

BLB business. The difference lay in the content quality of the documents; banks with robust 

BLB activities have more comprehensive documents that encompassed all the important areas 

of BLB, while other banks’ policy documents lacked information, such as on agent monitoring 

and support.  

ii. BLB Unit / Cell: A majority of the banks have BLB Units/Cells at the central level dedicated to 

the planning, implementation and monitoring of the BLB initiatives. The number of staff in 

these units range from 1 to 5 (2 on average) depending on the banks’ BLB priority. Invariably, 

the banks with a higher number of dedicated staff – with well-defined roles – are the ones 

effectively carrying out BLB activities and generating better results.  

iii. Dedicated Staff at Branch or Regional Level: In addition to having a dedicated BLB unit at 

the head office, dedicated staff at branch/regional levels also had an impact on the BLB points’ 

performances. The branches and regional offices, closer to the BLB locations, are better 

positioned at recruiting, monitoring and supporting the agents. The dedicated staff at 

branches manage as many as 7 BLB units (4 on average) at nearby locations through Hub-and-

Spoke model. Banks without such staff at the branch/regional levels reported that the centrally- 

located BLB team was overburdened with constant travelling and addressing agent grievances. 

BLB units of such banks don’t have encouraging performances. 

iv. Technology: All partner banks have been upgrading from basic POS devices to the tablet-

enabled versions which offer more features including the ability to take photographs of new 

customers and scan documents. However, few of the banks haven’t been able to upgrade the 

devices for all of their agents and there are still some who are using the older basic POS 

devices. According to the banks, agents equipped with tablet-enabled POS devices are 

performing better than agents who use the basic POS devices with limited functionality. In 

terms of BLB operating system and applications, most banks utilise third-party solutions. 

However, some banks have developed in-house solutions which allow more efficient 

monitoring of transactions and agent management. They believe this has provided them with 

an advantage over their competitors.  

 



 

Page | 18  
 

3.4 BLB Operations 

i. Account Opening and Card Issuance: Opening of accounts is one of the major financial 

services offered by BLB agents as it brings in new customers to the bank’s portfolio. The 

documents required to open a bank account is similar for all banks. However, the turnaround 

period to open an account differs among the banks, varying from a couple of hours to more 

than 30 days.  

Banks that follow the account opening process where the agents collect necessary documents 

from the customers and submit the forms to the branch after they have more than 20 forms 

(this may take a week or two) have a longer turnaround time. After the submission of the forms, 

the bank takes a week or two to complete the account opening process and issues debit cards 

to the customers to access their accounts. This means the customer would have to wait for 

almost a month to use their account; this, naturally, creates a negative impression on the 

customers, who become distrustful of the BLB agents’ ability to perform.  

 

 

 

 

Fig 13: BLB Agent Activities  
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ii. Transaction Limits and Overdraft Facilities: As a tool for risk mitigation and liquidity 

management in any financial services, banks impose limits transaction counts and volume. 

Accordingly, the limits have also been imposed at BLB points. The study found that, on 

average, banks restrict the number of transactions conducted by an agent to 50 per day or up 

to a maximum value of NPR 1 million. As for the customers, on an average, the restriction is at 

5 transactions per day or up to a maximum value of NPR 100,000. However, banks make special 

provisions for better-performing agents; allowing them a limit of up to 100 transactions or up 

to a maximum value of NPR 5 million per day.  

Three of the partner banks provide their better-performing agents with Overdraft Loan facilities 

at zero percent interest, secured by fixed assets collateral. This is done to facilitate their working 

capital requirements and encourage them to perform better.  

 

3.5 Profitability and Sustainability of BLB for Banks 

Each bank has its own objective for implementing BLB services. The majority of partner banks are using 

BLB business for expansion of their geographic outreach and deposit collection. These BLB points offer 

only basic services such as account opening, cash deposits and withdrawals. Some partner banks see 

BLB points as ‘cost centres’ since these activities do not earn any direct fee or interest revenue for the 

bank and instead incur costs in the form of agent commission. Besides this, the banks also pay the 

agent a fixed monthly salary. All these factors add up to making BLB points ‘cost centres’ for banks 

when viewed in isolation.  

However, banks must take into account the fact that the deposit mobilised through a BLB point 

generates interest on the inter-branch float, increases the customer base, and provides the cross-selling 

Fig 14: Instant Debit Card Facility at MBL  
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opportunities for the parent/monitoring branch. Some of the common cross-selling products and 

services include loans, mobile-banking, internet-banking and debit cards. Many banks deploy BLB 

points in a Hub-and-Spoke model where the monitoring branch is the Hub and the BLB points, spread 

in areas around the branch, are its Spokes. These BLB points are established in locations closer to the 

customers’ settlement and this makes it easier for the customers to avail banking services rather than 

having to travel long distances to reach the nearest branch. This increases the usage of the bank 

accounts by the customers leading to less account dormancy rates. Thus, when measuring the 

profitability of a BLB point, one must not look at it as an isolated entity, but rather consider it to be a 

part of the parent branch and contributes to its earnings and profitability.  

Many banks are also starting to cross-sell additional banking services including loan, remittance, and 

utility bill payments through BLB points in order to increase the revenue stream. Loans, in particular, 

have the potential to generate good revenue from BLB points. Obviously, BLB agents are not qualified 

to perform credit analysis or underwriting, but they can market the loan products, refer interested and 

eligible loan clients to the bank branch, and facilitate the loan disbursal and repayments. The agents 

are also likely to be more responsible regarding the clients they refer and thus make more effort to 

ensure that the repayments happen timely. Providing these additional services also increases the BLB 

agents’ avenues of earning leading to greater productivity. Ultimately, it leads to more profitable and 

sustainable BLB points. 

 

3.6 Dedicated Budget and Resources 

Banks plan and allocate budget on an annual basis for all activities that incur costs. However, most 

banks do not allocate a dedicated budget for BLB activities but instead include it as a small part under 

other departmental budget headings such as Digital Banking. Further, the banks lack plans on how to 

utilise the limited budget on various BLB-related cost headings like agent remuneration, training and 

workshops, and vendor maintenance fees. This uncertainty leads to reduced priority of BLB business 

by the responsible departments. 

In contrast, the banks which do allocate dedicated budget and resources to BLB business are better 

equipped at setting goals/objectives and have a concrete work plan to achieve them. These banks, 

invariably, perform far better than banks that do not have such commitment. Fortunately, as per the 

study, the majority of the partner banks, except one, plan and allocate dedicated budget and resources 

for BLB business on an annual basis. 

  

4. Issues and Challenges  

The experience of working with financial institutions in establishing and promoting alternative delivery 

channels for financial products/services has made Sakchyam aware of the various issues and challenges 

that exist in implementing BLB in Nepal. Some of the most commonly and frequently mentioned issues 

and challenges are discussed below. 
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4.1 Inconsistent and Poor Network Connectivity 

BLB is technology-dependent and operates largely through internet connectivity, thus the availability 

of a decent and consistent internet connection is a basic requirement. However, network connectivity 

often becomes a big challenge for BLB operations in remote locations, especially in the hilly and 

mountainous regions where internet connectivity is particularly poor. This leads to higher rates of 

transaction failures contributing to bad services and lower customer satisfaction. 

To ensure uninterrupted connectivity, banks can utilize a multiple variety of internet connections – 

broadband, data sim-cards, data dongles or/and get service from different Internet Service Providers 

(ISPs) and/or telecom companies. 

 

4.2 Liquidity Management 

As many BLB points are located in areas with challenging terrain and at a considerable distance from 

the monitoring branches, managing liquidity of these points is another major challenge. BLB agents 

have to travel to the nearest branch to maintain an adequate level of cash to be able to continuously 

serve the local customers. The primary business of the agent might make it difficult for him/her to find 

time to travel to the branches regularly.  

Banks try to mitigate this cash flow problem at the agent selection stage by choosing people who run 

their own business (remittance agents, shop owners) as they will have a steady inflow of cash. To 

facilitate efficient BLB operations an increasing number of banks are even providing their agents with 

interest-free overdraft facilities.   

 

4.3 BLB Technology Related Issues 

All the partner banks employ third party vendors for the hardware and software required for BLB 

operations. The vendor provides initial training to bank staff and agents, and long-term back-end 

support. Despite the support, many technology-related issues have impacted BLB performances. 

One of the most reported issues is the failure of the fingerprint scanner in identifying legitimate 

customers. The battery life of a BLB device is another frequently reported concern of the agents. These 

and any other technology-related issues cause hindrances in the smooth operation of BLB points.  

While the agents can fix simple problems with remote assistance from either the bank staff or the 

vendor; complex problems require the vendor to visit the BLB unit of the bank for a solution.  

In order to minimise such tech-problems, banks must provide instant support to the agents and 

constantly monitor the integrity of the system. Upgrading of the devices/software should be done 

regularly and related-refresher training should be provided to the agents.  
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4.4 Lack of Regular and Adequate Training 

Lack of adequate training to the agents is often one of the biggest reasons behind non-satisfactory 

performances of BLB agents’.  

Agents should be provided comprehensive training including technical aspects, banking services and 

marketing immediately after selection and before the launch of the BLB points. Thereafter, regular 

refresher training activities with new topics are required to keep the agents active and updated with 

the new technological and/or banking developments. 

 

4.5 Security  

As BLB points involve cash transactions, there are certain security concerns. There is a threat of theft or 

robbery of cash either from the BLB point itself or while in transit from the nearest branch. Although 

there have been no such unfortunate reportings, this is a major concern of the agents, which they have 

raised time and again. They have mentioned that the cash would be more secure if the banks provide 

them with a small cash vault as well as insurance coverage for the cash. 

 

4.6 Inadequate Support from the Banks  

BLB agents need continuous support and monitoring from the banks in order to perform effectively on 

a consistent basis. However, during the study, one of the most common concerns raised by agents was 

lack of adequate support from the banks. The agents have been requesting for more branding materials 

to help increase the visibility of the BLB points as well as establish the agents as authentic 

representatives of the banks. Often, the agents are confused as to whom to contact when they have a 

problem or a query – the monitoring branch, the head office, or the technology vendor. 

 

4.7 Regulatory Constraints 

Branchless Banking is a relatively new practice in Nepal and there are very limited experience and 

understanding amongst customers, banks, as well as the regulators. As such, the regulators are very 

cautious and conservative when formulating policies and regulations related to BLB. They want to 

safeguard the interest of the customers who, in this case, are primarily rural folks with limited 

understanding of formal banking. 

One major regulatory hindrance often reported by banks concerns the closing down of BLB points in 

certain locations due to underperformance of the BLB agents, bad network connectivity, and/or lack of 

sustainable business volumes. The regulators do not allow the banks to shut down BLB points easily. 

The counter-argument is that when a bank establishes a BLB point at a certain location, it opens bank 

accounts for the locals and collects their money as deposits.  If the bank suddenly shuts down the BLB 

point, the locals will struggle to access their bank accounts and withdraw money.  Moreover, the new 

banking customers of such rural places may develop distrust towards the formal banking channel in 

general. As such, the regulators want the banks to continue working in the location, as long as possible. 

However, in the present context where almost all the local units (rural municipalities and urban 



 

Page | 23  
 

municipalities) have at least one commercial bank branch, the banks are finding it easier than before to 

convince the regulators by assuring them that the customers of the BLB points will be served by the 

newly-established physical branches.  

A country’s political and economic system, geography, demography, development state, nature of the 

financial system, profile of the unbaked population, and legal and regulatory traditions all contribute 

towards devising the key principles for BLB. However, the experiences of all the countries with 

successful BLB operations have shown that to foster sustainable growth of BLB the regulators of the 

country need to provide a conducive environment to the banks through supportive policies and 

regulations.  

 

5. Future Plans 

As mentioned before, the banks’ budget and plans for BLB go hand-in-hand. Out of the 14 banks 

included in the study, half of them have plans to open BLB points as and when requested by the 

branches. While other banks have a more aggressive approach towards expanding BLB to capture more 

markets. One bank is even planning to launch as many as 100 new BLB points within one year and has 

already allocated the budget for this expansion. On average, banks are planning to launch 20 to 25 BLB 

points within the next year. Most of these banks have identified areas around newly-established 

branches in the remote local units for BLB deployment.  

Streamlining the existing BLB points and reactivating ones that are not active is also on the agenda of 

many banks for the coming year. Banks are also planning to engage with international experts to 

upgrade the technology to take their BLB initiatives to an advanced level. Banks are further looking to 

add more to their list of BLB services like loan, remittance, etc.  

The banks have also realised the importance of financial literacy and marketing campaigns in creating 

customer awareness and generating more business. All 14 banks have plans to organise various 

campaigns in target areas; some banks are partnering with third-party financial literacy experts to jointly 

design and implement such campaigns. 

 

6. Conclusion 

As of mid-July, 2014, there were 504 BLB points of commercial banks in Nepal. Over the next one year, 

this number decreased to 503. In July 2015, Sakchyam began its partnerships with 7 commercial banks 

for BLB initiatives under the Earthquake Response Programme. Following the launch of the programme 

the number of BLB points increased significantly by 61.43% and reached 812 by Mid-July 2016. 

Sakchyam further engaged with other banks to expand the BLB network beyond the 14 earthquake-

affected districts. After 2016, the number of BLB points have continually increased at an average annual 

rate of 31.19% and has reached 1,440 by mid-July 2019. There were 1,520 BLB points as of Mid-

November 2019. 
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*Sakchyam’s interventions in BLB started in Mid-2015 

  

Since 2015, Sakchyam has supported 14 commercial banks in establishing a total of 369 BLB points 

across the country. Seven partner banks started their BLB initiatives through Sakchyam’s intervention. 

For the other 7 banks, Sakchyam’s support has worked as a catalyst in expanding their outreach through 

BLB points with a systematic and structured approach. Before individual partnerships with Sakchyam, 

there was a combined total of 703 BLBs of these 14 partner banks which has reached to 1,511 BLB 

points as of November 2019. This number represents around 99% of the total number of BLB points 

reported by NRB. Out of these, 1,142 BLB points have been established through the banks’ own 

initiatives (without Sakchyam’s support). On average, these partners established 4 BLB points on their 

own for every point established with Sakchyam support (on a cost sharing basis) 

 

 

Mid-Nov

2014 2015* 2016 2017 2018 2019 2019

No. of Branchless 
Banking Points 504.00     503.00     812.00     1,008.00      1,248.00      1,440.00      1,520.00      
Change from 
previous period - -0.20% 61.43% 24.14% 23.81% 15.38% 31.19% 5.56%

Mid-July Average annual 
growth rate since 

Sakchyam's 
intervention

Fig 15: Number of BLB Points in Nepal over the Past 5 Years (Source: NRB5) 

Fig 16: Sakchyam’s BLB Partnerships with 14 Commercial Banks 

 SN  Name of Bank 
 No. of BLB Points 
Established Before 
Sakchyam support 

 No. of BLB Points 
Established with 

Sakchyam Support 

 No. of BLB Points 
Established Without 
Sakchyam Support 

 Total no. of BLB 
Points Established 

as of November 
2019 

 % Increase in Total BLB 
Points since Sakchyam 

Support 

1  Global IME Bank 33                                                      13                           181                           194 488%
2  NIC ASIA Bank -                                                       3                             39                             42 Started with Sakchyam
3 NMB Bank -                           7                                                        26 33                            Started with Sakchyam
4 Siddhartha Bank 49                            20                                                      81 101                          106%
5 Nepal Investment Bank 33                            55                                                      56 111                          236%
6 Everest Bank 441                          47                                                    441 488                          11%
7 Bank of Kathmandu -                           14                                                       -   14                            Started with Sakchyam
8 Citizens Bank International 54                            38                                                      64 102                          89%
9 Janata Bank Nepal -                           50                                                       -   50                            Started with Sakchyam
10 Prabhu Bank -                           12                                                       -   12                            Started with Sakchyam
11 Sanima Bank -                           16                                                       -   16                            Started with Sakchyam
12 Rastriya Banijya Bank 46                            47                                                      46 93                            102%
13 Mega Bank Nepal 47                            11                                                    108 119                          153%
14 Machhapuchchhre Bank -                           36                                                    100 136                          Started with Sakchyam

703                          369                                               1,142 1,511                       115%
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Sakchyam has had a significant contribution to the revival and reinvigoration of BLB activities in the 

banking industry. The programme has been able to bring a change in the perspective of partner banks 

towards branchless banking as an effective channel of delivering services to their customers. Moreover, 

the sustainability of BLB points is no longer measured solely in isolation. Instead, BLB points are 

considered to be an integral component of bank branches which can help increase their outreach and 

support their sustainability and profitability. At the same time, there is a realisation that proper strategic 

planning, budgeting and monitoring is required to implement BLB business most effectively. We 

expect banks to continue to use Branchless Banking as an effective delivery channel to expand their 

outreach.  

 

 



 

Page | 26  
 

 


	1. Introduction
	1.1 BLB in Nepal

	2. Sakchyam’s Initiatives in BLB Expansion
	2.1 Sakchyam Earthquake Response Programme
	2.2 Expansion of BLB in other parts of Nepal
	2.3 Sakchyam’s Technical Assistance
	2.3.1 Training and Workshops

	3. Status of BLB Initiatives of Sakchyam Partner Banks
	3.1 Outreach Achievements
	3.2 Agent Management
	3.2.1 Remuneration Structure of the Agents
	3.3 BLB Support Structure
	3.4 BLB Operations
	3.5 Profitability and Sustainability of BLB for Banks
	3.6 Dedicated Budget and Resources

	4. Issues and Challenges
	4.1 Inconsistent and Poor Network Connectivity
	4.2 Liquidity Management
	4.3 BLB Technology Related Issues
	4.4 Lack of Regular and Adequate Training
	4.5 Security
	4.6 Inadequate Support from the Banks
	4.7 Regulatory Constraints

	5. Future Plans
	6. Conclusion

