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ABSTRACT

The use of digital technology in order to
improve the present processes or introduce new
methods of conducting company operations, which
improves the customer experience and leads to
better currency exchange rates for the firm, is
referred to as digitalization. The major objective
of the present study i sto anal yse the soci oeconomic
characteristics of sample respondents selected
fromthearea of study. Thefour major components
of digital transformation aretechnology, software,
data, and organizational reorganization. The
Indian banking system play a critical role in
managing public finances and investing it for the
expansion of business and trade. Banks’ stability
isvital since they act as trustees of public funds,
mobilizers, and funders of various operations at
theregional and international levels. The banking
business has grown from a basic middleman to a
vast commercial enterprise. The present study is
based on survey method where data is collected
through structured questionnaire from 150
respondents in selected rural areas of Prayagraj
District in Uttar Pradesh. The present study
concluded that the impact of the digital banking
serviceson rural customersissignificant.
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Prologue
Thebankingbusnessispassngthroughacritica
transition period in which all working systemsare
rapidly changing, and technol ogy isthemost powerful
force, allowing banks to compete by combining
knowledge with new goods or services. The use of
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ATMsand theinternet isbecoming more common. The biggest i ssuefacing banksis how to protect their
diminishing profitability asaresult of competition. Thetechnological progressiscritical not only forimproving
services but aso for maintaining arobust client base. It has changed the way people promote, advertise,
distribute, price, finance, and save money by using e ectronic channelsand items.

Review of Bank Transformation in Rural Area

M odernization and technol ogical improvement were stressed in the second wave of banking reforms.
The passage of the Information SystemsA ct of 2000 has hastened the adoption of e-banking. E-banking has
grown into a global phenomenon. It is an important and visible tool for significant progress, growth,
modernization, and enticing competitions. Indian bankingisfacing afork in theroad in the post-reform period.
The various internal and external factors have influenced the bank’s decision.

Rajeshwari (2019) explored that the current need for bankingisanytime, everywhere banking, which
necessitatesinnovative, secure, and ready-to-use sol utions to satisfy the demands of empowered and tech-
savvy customers.Theroleof digitization inIndian banking, variablesinfluencing thescopeof digita bankingin
India, digital banking trendsin India, and technological milestonesin Indian banksareall discussedinthis
aticle Thedatausadinthisinvestigationissecondary. According to the survey, digital banking hassignificantly
lowered bank operating costs. Banks have been ableto charge reduced service costsand offer higher interest
ratesondepositsasaresult of this. Bank earningshaveincreased as operationa costs have decreased.

Future of Digital Transformation in India’s Banking Sector

Thebanking businessinthefuturewill be extremely adaptive. According to Deloitte, therise of digital
banking isputting customersat the center of every digital strategy, whichinstitutionsmust undertakenow in
order tointegrate successfully by 2030.With the passage of timesthefinancial ingtitutionswill berequiredto
profiletheir consumersmethodically and precisely in order to meet legal requirementswhileaso delivering
new sarvicesthat benefit cusomers. Artificid intelligence, augmented redlity, distributed ledgers, and automation
will al help to customize the banking experience even more. To summarize, thefuture of bankingisdigital
changeinamost every vertical, and the sooner banksreact, the better.

Need and Importance for Digital Transformation in the Banking Sector

Thedigitd revolutioninbanking hasdrastically changed how banksfunction and servicether customers.
It will dso continueto evolveand becomemoreindividualized over time, asprevioudy mentioned. Traditiona
banking procedures are quickly becoming obsolete. They take along timeto complete and requirealot of
[abour. It takesalong timeto complete aprocess. Thisdemonstratestheimportanceof digita transformation
inacce erating and smplifying tasks. Thefuturegeneration will beearly Internet adoptersand will beapart of
adigital society that already exists. Asaresult, banksmust beginther digital transformation today in order to
servetheminthefuture. It hasbeen observedthat , private banksin Indiaare continuously striving towards
introduction of new val ue added services, hence bank must embracedigita transformationin order to stay
competitive. All of these elements point to a strong future for India’s banking sector. Banks that go through this
process should expect |ower expenses and morestreamlined processes. Thisconnection also makesit easier
for customersto have amore pleasant and engaging experience.

Digital Payment Process in Rural India’s

By integrating morethan half amillion volunteers, a so known as banking correspondents, job seekers
invariousrural programmes have achieved anew goal. By delivering excellent training based on cashless
transactions, thenew goal isto enroll shopsand peopleinthe e-economy. However, every villagebusinessis
being offered aincentivefor achieving any kind of payment over adigital platform, but thisisadaunting
undertaking for BCs across India. Furthermore, it has been estimated that around 2.5 million people in India’s
rural areashavesigned up for cashlesstransactions, and around 55,000 merchants have switchedto adigital
payment network (Purmal, Alam 2013).
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The Paytm Method in Rural India

Basicinfrastructure, such astransportation, education, and internet access, islackingin these areas.
Paytm, India’s largest digital payments provider, has taken advantage of demonetization and expanded its
servicesintorura India Paytm offered merchantsthe ability to usethelr gateway and app to send money to
farmers’ bank accounts when they sold their produce as part of a pilot. Paytm has also worked with a number
of agricultura businessesto integrate their payment systemswith their own platform. Payment optionscan
also be changed based on the borrower’s income pattern, and range from quarterly to daily payments:

1. Digital llliteracy: Rurd peoplearelessfamiliar with thedigital world and computers/Smartphones.
They don’t even have a fundamental understanding of how to use a Smartphone or a computer.

2. Vulnerable System and Mistrust: Itisacommon misconceptionthat if money isparked at abank,
it might be cheated or withheld, making people even more apprehensive of digital transactions.
Furthermore, thefraudsthat occur aggravatethe situation.

3. Inadequatelnfrastructure: Smartphoneadoption, internet access, dectricity, and banking services
are all lacking. Even India’s largest nationalized banks are struggling to deliver basic banking services
totherural people. The Jan Dhan Yojanaincreased financid inclusion, yet most of theaccounts opened
under the schemearedormant, with littleor no activity.

4. Rural Economy: Because most of the demands of rural people are met through cash transactions,

introducing the concept of digital paymentsisadifficult issue. Becausetherural economy isgeneraly
informal or unstructured, cash serves better than digita transactions.

Satement of the Problem

Banking has offered customers more control over their banking habits. In thiscompetitive market,
developing a deep understanding between staff and customers is critical. It’s crucial to comprehend how bank
staff and customers feel about the transition from traditional to digital banking. Whether they’ll be able to
adapt to the new approach is asignificant question mark. As aresult, it’s critical to comprehend their perspectives
on the transition and assess the challenges that arise as a result of the modifications. In this context, it’s
important to makean atempt to sudy on theimpact of digita transformation of banking sector in Rural Aress.

Research Objectives
1. Tostudy the socio-economic characteristics of the sample respondents sel ected from the study area
2. Toinvedtigatetheinfluenceof thedigital revolution onrural banking.

Research Methodology

The study isindented to comprehend the impact of the digital banking ontherural customers. For
which, 150 rural customersaccessing digital banking were selected intherural areasof Prayagrg) Districtin
Uttar Pradesh were sel ected usingjudgemental sampling technique. Theprimary datawere collected through
wel| structured schedule.

Findings

Therura bank customers have different attitude and behaviour as compared to the urban customers.
They d so face somedifficultiesintheir rural areadueto availability of branchesand services. 150 sample
respondents have sdl ected for the study and their four factorsare considered for analysisi.e., age, number of
family members(for considering their sizeof thefamily), annua incomeand their experiencewith their banks.
Thedetailsareasfollows:
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TableNo 1. Socio-Economic characteristicsof the sample respondents

Characteristics Mean | Standard Deviation N
Gender 16.79 31.23 150
Age 17.89 11.56 150
Annual Income 45,37 72.34 150
Nature of Family 3.60 4.69 150
Size of family 5.34 2.34 150
Experience in using digital banking 7.69 3.52 150

TheTable 1 indicatesthat average of the samplerespondentsis 31.23, number of family membersis
4.49, annual incomeisRs.45.37, nature of family is3.6,sze of family is5.34 and average experiencewith
their banksis7.69. Further, variousdigital servicesof the banks and the preference of the customersare
analyzed asbelow.

Table2: Benefitsof theDigita Banking

Digital banking services Mean Std. Deviation
Account-to-account payments 4.00 1.274
Personal Finance Management 3.64 0.899
Intuitive loan applications 341 0.851
Vauable loyalty benefits 3.02 1.124
Convenient account opening in minutes 2.80 1.460
Timely notifications 3.35 1.157
Personal digital card management 3.26 1.067
Straightforward digital insurance 3.09 1.276
Anytime banking 4.30 1.045
Trustworthy security 3.61 0.891

Therearevariousdigital serviceswhich arebeingintroduced by the bankersfromtimetotime. The
development of ICT inthe banking sector isadding more servicesto their customers. Based on theprevious
studies, top ten servicesof thedigita banking are considered for thestudy. The Table2 revel sthat availability
of anytimebanking servicethrough thedigital bankingispriority given by therurd customers(4.30). Therura
customersneed moreeffort and timeto utilizethe physica banking services. Thedigital banking serviceshelp
them to avail the banking servicesat any time. Digital payment methodisaso (4.00) preferred by therura
customersmost. The payment systemismade easy through thedigital banking. Thirdly, thepersona financia
management ismade s mpleand effectivethrough thedigita banking (3.64). Thedigitd bankingalso hepsto
apply for loan through e-form. Itisalso preferred by therural customers(3.41).

The Impact of Digital Banking on Rural Customers

Thedigita banking is preferred by the customersin the modern era. The technol ogy devel opment
improvesthe servicesin different folds. The usage of thedigital banking servicesareranking inthe above
table. Themean of the servicesof thedigital banking showsthe customersprefer adl theservices (Themeans
aremorethan 2.5). In order tofind theimpact of thedigital bankingintherura customers, theinfluenceof the
nature of thecustomersonthedigita banking servicesismeasured with thehelp of theregresson andysis.The
educationd level, awareness about thedigital banking, talent and skill required, gender, etc., are someof the
factorscould influenceon the preferring digital banking services. In thepresent study , only thesefour (Age,
family size, annua income and experience) factorsare considered. Theoverdl scorefromthe 10 statements
are computed and summed up for measuring the preference of thedigital banking services. Theresultisgiven
below:

Variable N Mean | Std Dev
Digital banking | 150 | 34.47 5.54
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Model Summary
M odel R R?2 | Adj R? | Std. Error of the Estimate
1 0.369 | 0.137 | 0.125 5.1874

TheRvaueis0.369 and R squareis0.137. The adjusted R squarevalueis0.137. It isunderstood
fromthevauethat the dependent variabledigital banking servicesisexplained initsvariance by theindependent
variablesonly at 13.7%. It showsthat theinfluence of other factorsismoreon the preference over thedigital
banking services. Theoveral model istested with the help of ANOVA asbel ow.

Table5: ANOVA

Model Sumof | df | Mean f Sig
square square
1 Regression 631 4| 157.75| 5.77 | 0.000
Residual 3970 | 145| 27.30
Tota 4601 | 149

a. Dependent Variable: Digital banking
b. Predictors: (Constant), Experience, Number of family
members, age, Annual income

Theinfluence of the constant and other predictorson thedigita banking servicesisfound significant
fromtheANOVA test. TheF-value5.77) for 4 df issignificant at 1% level (p-0.000<0.01).
Table6: Regression coefficients

1 M odel Unstandardized | Standardized | t Sig 95.0%
Coefficients Coefficients Confidence
Interval for B
B Std Beta Lower | Upper
Error Bound | Bound

Constant 30.622 | 1.449 21.130 21.130| 0.0000 | 27.77 | 33.474

Age -0.066 | 0.028 -0.129 -2.339| 0.020 | -0.121| -0.010

No Of 0.839| 0.244 0.190 3446 | 0.001| 0.360| 1.318

family

Members

Annual 0.00001 | 0.000 0.153 2.704 | 0.007 | 0.0000| 0.000

Income

Experience| 0.230| 0.059 0.214 3910 0.000| 0.114| 0.347

a. Dependent Variable: Digital banking services

Theregression coefficient valuesfrom the Table 6 indicate that therole of constant ismorethan the
predictors. TheAgeisnegatively influencing (-0.066) on the preference of thedigital banking services. It
showsthat theyoung customers prefer most than the old aged customers. Number of membersinthefamily,
annua incomeof the customersand experience have positiveinfluenceonthe preference of thedigital banking
sarvices. Thecdculated t valuesarefor theage (-2.339), number of family members(3.446), annual income
(2.704) and experience (3.910) arefound significant. The probability valuesarelessthan 5%. Hence, itis
concluded that theimpact of thedigital banking serviceson therura customersissignificant.

CONCLUSION

The Banking sector reforms has enforced the Indian banksto place greater emphasisoninformation
technology in order toimprovether customer service. Customers have conducted their banking related work
through variousformsof digital, saving time and money, evenin the tough scenario of lockdown. However,
the banking sector has several obstacles, such as alack of networking facilities, poverty, economic
backwardness, and the country’s enormous population. Transforming from traditional banking to a digital
world is only one aspect of digital transformation. It’s a significant shift in how banks and other financial
ingtitutionslearn about client engagement and how to pleasethem. Theintegration of digital technology intodl
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aspects of business. Hence, it isconcluded that an overall preference of the customerstowardsthedigital
banking servicesisgood. Asthedigitization of bankingindustry evolves, it would beided to congtruct acceptable
measuresin common throughout theentirefinancia system, and which are applied openly to the market.
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