
1.  INTRODUCTION 

1.1 Overview 
 

Customers continue to access retail banks by walking into their local branch and 

talking with members of staff. And they use traditional ATMs to access a relatively 

simple range of banking services. However, automated methods of access are on the 

increase, and the Internet and Mobile phone have started to play a significant role in 

the process. 

 

Electronic transactions were first experienced in Sri Lanka around 2 decades ago with 

the introduction of Bank Automatic Teller Machines (ATM) to the country. Today 

ATM card has added so much of convenience to the Banking consumer making all 

types of banking services available 24 hours through an auto generated Personal 

Identification Number (PIN). So the ATM card has become so much popular today as 

it has eliminated numerous hassles faced by the customer while physically visiting the 

bank counters even for a simple cash withdrawal. 

 

'e-Channelling is another successful electronic payment solution, which has made the 

life easier for all Sri Lankans, who make channeling appointments with specialist 

consultants in private hospitals. This service has eliminated the hassle of physically 

visiting hospitals and waiting in long queues for making such appointments.  

 

Both these solutions in overall are ground breaking innovations and have added 

certain economic benefits to the country while addressing much needed requirements 

of the society. 

 

Sri Lanka’s mobile phone industry has been growing at a rapid space over the last few 

years. The number of mobile phone users has been increased to 5.4 million as at end 

of 2006 with a mammoth 59% growth compared to the previous year [1].  

 

SMS has become very popular mode of communication in Sri Lanka over the recent 

years mainly because of the affordable cost and availability. According to the 

financial statements of Dialog Telekom for the financial year 2006 [2], the peer-to-
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peer SMS revenue represents the largest component of non-voice revenue and 

accounting for 6 per cent of total revenue in year 2006. It gives an indication on how 

close the SMS is to the ordinary user’s life style. 

 

By the end of year 2006, Sri Lanka’s mobile phone industry has become totally GSM 

with the migration of all analogue subscribers to GSM technology [3]. All Mobile 

operators are now providing SMS services free of subscriptions. This has made the 

SMS facility available to all mobile phone subscribers in the country as almost all 

GSM phones in the market are SMS enabled. 

 

These set of information suggest that the SMS based utility payments and banking 

services solution should hit the Sri Lankan community as a ground breaking 

alternative to the Internet Payment and Internet Banking due to its lower cost and 

wider availability. 

 

There has been some research on the electronic payments and Internet banking in the 

Sri Lankan context. However possibilities of exploiting SMS based utility payments 

and banking services to create a socio-economic impact in the country has not been 

investigated before.   

 

1.2 Sri Lankan Banking Sector 
 

The banking sector is one of the most dynamic and energetic sectors of the economy, 

with developments taking place during the fast few years in every aspects of the 

industry for example at institution level, instrument level, range of services and the 

geographic coverage.  

Types of financial institutions available in Sri Lanka are; Commercial Banks, 

Development financial institutions, Merchant/ Investment banks, Finance companies, 

Leasing Companies, Mortgage banks, Venture Capital Companies, Savings Bank and 

Pension funds according to the BOISL web site [4]. 

The Central Bank of Sri Lanka, CBSL, is the governing institution in the financial 

system of Sri Lanka. There are 26 Licensed Commercial Banks (LCBs) in operation in 

the country. Some of these are locally incorporated and the others are branches of 
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foreign banks. Two of the LCBs are state owned and still dominate the Licensed 

Commercial Banks in Sri Lanka. 

BOISL web site [4] further says that rapid technological advancement including an 

automated check clearing house that clears checks from most part of the country 

within three days, ATMs, credit cards, electronic funds transfer facilities and several 

financial derivatives are evidence to this. Several banks have introduced tele-banking 

and electronic business banking and many have extended banking hours with some 

services being made available 24 hours a day through automation. The banking 

system is now linked closely to the worldwide networks via SWIFT and credit card 

gateways. However the researcher has found out that the mobile banking or SMS 

banking is relatively new concept to the country  

Commercial Banking Assets and Deposits Distribution - 

It was worthwhile to investigate the leading commercial banks market share and the 

position with respect to other banks before banks are selected to conduct this research. 

The Table 1.1 reveals total assets, advances & deposits of top commercial banks 

operated in Sri Lanka as at Sep 2006. [5] 

BANK 
Total Assets 
(Rs Billion) 

Advances 
(Rs Billion) 

Deposits 
(Rs Billion) 

Bank of Ceylon 325.6 199.0 235.7 
People's Bank 306.0 221.7 240.5 
Commercial Bank 210.2 140.6 147.5 
HNB 187.2 129.1 141.1 
Seylan Bank 132.6 98.9 96.9 
Sampath Bank 100.2 71.9 76.2 
NTB 33.8 24.5 21.2 
DFCC Vardana Bank 8.7 7.0 5.9 
NDB Bank 57.7 41.4 17.0 
Pan Asia Bank 11.4 8.3 8.1 
Union Bank 8.5 4.6 7.3 
HSBC 107.5 70.1 63.5 
Standard Chartered 65.7 39.8 43.9 

Total 1,555.2 1,056.9 1,104.7 
Table 1.1: Assets, Advances & Deposits of Leading Commercial Banks as at Sep 2006  

 Source: [5] 

According to Table 1.1, the assets and deposits distribution among Sri Lanka’s 

licensed commercial banks has still been dominated by the 2 state banks, Peoples 

Bank and Bank of Ceylon. 
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Bank of Ceylon heads all other commercial banks on total assets followed by Peoples 

Bank, Commercial Bank, HNB and Seylan Bank. However the 6th position is taken by 

HSBC, the multi national bank with a relatively smaller branch network in Sri Lanka, 

ahead of Sampath Bank, which operates branch network of more than 100 branches in 

Sri Lanka. 

In terms of total advances and deposit distribution Peoples Bank leads all other 

commercial banks. Bank of Ceylon, Commercial Bank, HNB and Seylan Bank have 

obtained the next respective positions in order. Then Sampath Banks easily heads 

HSBC and in 6th position mainly due to their widely distributed branch network. 

Deposits Distribution of Leading Commercial Banks

20%

21%

13%

13%

9%

7%

2%

1%

2%

1%

1%

6%
4%

Bank of Ceylon

People's Bank

Commercial Bank

HNB

Seylan Bank

Sampath Bank

NTB

DFCC Vardana Bank

NDB Bank

Pan Asia Bank

Union Bank

HSBC

Standard Chartered
  

Figure 1.1: Deposits Distribution of Leading Commercial Banks as at Sep 2006 
Source: [5] 

Figure 1.1 clearly identifies the top 6 LCB’s based on the deposits distribution, which 

are Peoples Bank, Bank of Ceylon, Commercial Bank, HNB, Seylan Bank and 

Sampath Bank in order. These six (6) LCBs represent 78% of LCB sector in Sri Lanka 

[6]. 
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1.3 Sri Lankan Mobile Telecom Sector 

According to telecomasia.net, the number of cellular phone users in Sri Lanka grew to 

5.4 million in 2006 from 3.4 million a year earlier, as operators slashed tariffs by up to 

40%. Currently there are four (4) players in the Sri Lankan mobile market and India’s 

largest private phone company, Bharti Airtel, is lined up to be the fifth mobile phone 

player in the country [1]. The market is dominated by the leader Dialog Telekom, a 

subsidiary of Telecom Malaysia with a share of over 50% [7] followed by Mobitel, Sri 

Lanka Telecom’s mobile arm, Tigo, a Millicom International company and Hutchison 

Sri Lanka all of whom have registered over 1 million subscribers according to latest 

TRCSL statistics. Both postpaid as well as prepaid mobile services are offered to the 

Sri Lankan consumers by these operators.  

The growth experienced by Sri Lanka’s mobile telecom sector will be further 

discussed in Section 2.1.3. 

1.4 Research Problem 
 

Most of Licensed Commercial Banks (LCBs) have launched SMS based utility 

payments or banking services. As stated in Section 1.3, Bank of Ceylon, Peoples 

Bank, Commercial Bank, Hatton National Bank, Seylan Bank and Sampath Bank 

represent 78% of LCB sector in Sri Lanka [6]. Also there are 6 Million mobile phone 

subscribers in the country as at end of 2007 March [1]. However there are less than 

40,000 mobile subscribers registered for the services with all these 6 banks as at 

March 2007 with most of them are only receiving SMS transaction alerts according to 

the bank sources. These facts indicate that still the SMS based utility payments and 

banking services are not so popular in the country. 

 
1.5  Research Topic 
 

The topic of the research was titled ‘Potential growth opportunities for SMS based 

utility payments and banking services in Sri Lankan context’. 
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1.6 Research Objectives  
 

1) The main objective behind the research was to evaluate the critical success factors 

of the SMS based utility payments and banking services in Sri Lanka and develop a 

model, which can be used to promote the service to create a considerable socio-

economic impact in the country. 

 

2) It was expected to identify the reasons that have slowed down the development of 

SMS based transactions in the country and how these factors can be eliminated to 

reach the expected success level and address a desired requirement of the society. 

 

3) During the research it was expected to evaluate the effect of influential factors to 

the development of SMS based utility payments and banking services in Sri Lanka. 

The similar factors identified by the global researchers were first to be evaluated. 

Then the effect of these factors as well as any local factors to be evaluated in three (3) 

different perspectives, bank, mobile operator and user. 

 

4) The research is also aimed at providing recommendations for both mobile telecom 

as well as banking industry on successful implementation of these services. 

 

5) Finally to develop a model, which can be used to promote SMS based services as a 

successful alternative to the Internet Banking and Tele-Banking. Less Internet 

penetration (Section 2.1.1) and the higher voice call chargers (Section 2.2.4) are the 

main barriers for the later services to be under developed. 

 
1.7 Importance of the Research 
 

The results produced as the output of this research would be useful for the 

management of the operators and the banks in their strategic decision making and 

business planning. 

(i)  Operators can make use of these results and conclusions to stream line the 

SMS based mobile transactions services to their subscribers by enhancing 

revenue and growth opportunities for the company.  
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(ii)  Banks can enhance the possibilities of value addition to their customer base 

through effective use of these results, which would in turn improve their 

growth opportunities through higher customer satisfaction. 

 
1.8 Research Scope 
 

Out top 6 LCB’s based on the advances and deposits distribution, which are identified 

in Section 1.2, Two (2) state banks are still in a primary state with respect to the SMS 

based utility payments and banking services. All other banks, Commercial Bank, 

Hatton National Bank, Seylan Bank and Sampath Bank offer SMS based utility 

payments or banking services to its customers. Therefore this research is restricted to 

SMS based services offered by these four (4) banks with any of the mobile operator in 

Sri Lanka. SMS based services offered by fixed line operators too were excluded from 

the research as the number of such services is insignificant.  

This research was targeted only towards postpaid mobile users even though the SMS 

based utility payment and banking services are available for both types of subscribers 

in Sri Lanka. The main reason being the postpaid subscribers always want to be 

connected and avoid unnecessary service interruptions due to delayed payments where 

as for prepaid users, the uninterrupted service is not an essential requirement.  

This research was conducted with a qualitative analysis as well as quantitative 

analysis. The qualitative analysis was performed to evaluate the status of SMS based 

utility payment and banking services in 4 selected banks as well as all 4 mobile 

operators considering the entire country. However the quantitative analysis, which 

was used to evaluate user perspectives, was restricted to a limited sample of mobile 

users that can be achieved within the limited time frame and the resources for this 

research. The main intention of the quantitative analysis is to identify user 

perceptions, benefits, problems of the ordinary user with regard to the SMS based 

utility payment and banking services. Therefore the sample will be selected from out 

side the western province where infrastructure development and technical know how 

of the people are relatively less in comparison to the western province. 
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