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Abstract

Due to the rapid digitalisation of banking services, India has witnessed a financial inclusion revolution. Nevertheless,
a myriad of intricate issues still plague the implementation of digital banking in rural areas. Finding out what stops
rural areas of India from using digital banking services efficiently and widely is the main goal of this study. Despite
legal reforms and physical advances brought about by initiatives like Jan Dhan Yojana and Digital India, a large
portion of the rural population remains still neglected. Problems highlighted by the study include customers'
unwillingness to shift, language barriers, restricted internet access, low levels of digital literacy, and distrust of digital
platforms. The widespread use of digital banking methods is hindered by a number of problems, including
socioeconomic inequality, limited mobile availability, and concerns about cyber security. Using qualitative and
quantitative data gathered from rural communities, banking officials, and government publications, this study
highlights the crucial necessity of a community-driven, all-encompassing strategy to close the digital gap between
rural and urban regions. Among the suggestions is to broaden the reach by utilising local middlemen. The expansion
of digital and financial education, the promotion of user-friendly banking interfaces in regional languages, the
construction of digital infrastructure, and the expansion of digital education are further suggestions. Financial
institutions and authorities in rural India may use the data to better understand how to create a digital banking
environment that is accessible to everybody.
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Dhan Yojana (PMJDY), Direct Benefit Transfers
(DBTs), and Aadhaar-enabled Payment Systems
(AePS). However, implementing these programs in
rural areas presents a number of difficulties. These
include low levels of digital literacy, mistrust of

1. Introduction

Over the last ten years, India has seen a spectacular
digital transition that has drastically changed the
country's  financial services industry. Digital

banking—a system that provides banking services
through digital platforms, reducing reliance on
physical branches and paperwork—has grown in
popularity as a result of the introduction of Digital
India initiatives, rising smartphone penetration, and
improved internet connectivity (Mehta, 2021). Though
it has had a significant influence in urban and semi-
urban areas, the digital banking revolution has run into
several obstacles in rural India, where more than 65%
of the population still lives (Census of India, 2011). A
fundamental digital infrastructure has been established
as a result of government initiatives to support
financial inclusion, including the Pradhan Mantri Jan

technology, poor infrastructure, and sporadic internet
access, particularly in underprivileged or distant areas
(RBI, 2020). Additionally, there is opposition to the
use of digital banking services due to limited financial
literacy and a preference for cash-based transactions.
Logistical and socioeconomic issues including
language difficulties, poor smartphone use among the
elderly, and worries about fraud and cybersecurity
sometimes limit the availability of digital banking
services in rural regions. While digital transactions
have increased generally, rural use growth has
remained disproportionately slow, according to a
research by the National Payments Corporation of
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India (NPCI). Digital banking channels are
underutilised or abandoned because many rural
consumers lack the confidence or competence to
utilise them effectively, even in cases when services
are accessible (NABARD, 2021).

The purpose of this research is to look at the
difficulties and impediments that rural India faces
while implementing and using digital banking
services. It aims to comprehend the sociocultural,
technical, and institutional elements that influence
rural residents' use of digital money. It also assesses
how banks, fintech firms, and governmental
organisations may help solve these issues and promote
greater financial inclusion via digital channels. This
study's emphasis on India brings to light the reality of
rural digitisation initiatives and offers suggestions for
developing a digital banking environment that is safe,
accessible, and inclusive. Policymakers, financial
institutions, and technology developers working to
close the digital gap between rural and urban areas
may find the findings very helpful.

Rural India is still lagging behind in the use of digital
banking, despite this remarkable increase. Only 24%
of rural families have internet connection, compared
to 48% of urban households, according to NITI Aayog
(2021). Additionally, despite a notable improvement
in cell penetration in rural India, smartphone use is still
low, particularly among women, the elderly, and those
from lower-income backgrounds. According to a
NABARD (2022) poll, just 37% of rural residents are
aware of or have utilised digital payment or mobile
banking services, and only 12% fully trust these
platforms.

As of April 2023, more than 49 crore bank accounts
have been opened under the Government of India’s
Pradhan Mantri Jan Dhan Yojana (PMJDY), with
more than 56% of these being held by people living in
rural or semi-urban areas (Ministry of Finance, 2023).
This represents a significant advancement. However,
active use is not always synonymous with account
ownership. Due to ignorance, a lack of digital literacy,
or a fear of making errors online, many rural users
leave their accounts inactive. According to a survey
conducted by the Centre for Digital Financial
Inclusion (CDFI, 2021), over 40% of PMJDY
accounts in rural regions are either idle or have very
little activity.

The widespread implementation of digital banking in
these regions is hampered by a number of structural
issues. These include inadequate internet access,
insufficient banking infrastructure, poor digital and
financial literacy, language difficulties, and
cybersecurity issues. Due to cultural familiarity and
the perceived tangibility and trustworthiness of real
money, many rural areas continue to depend
significantly on cash transactions (RBI, 2020).
Additionally, non-English speaking rural communities
are further alienated by the lack of multilingual
assistance and localised digital interfaces.

With an emphasis on policy-related, technical,
sociocultural, and infrastructure-related obstacles, this
paper examines the many difficulties in deploying
digital banking services in rural India. The goal is to
provide a comprehensive knowledge of the disparity
between use and access and to pinpoint practical
methods for enhancing rural people' access to digital
financial inclusion.

1.1 Financial Inclusion and Digital Banking in
Rural India

Access to basic financial services for all segments of
society, including the most disadvantaged, has long
been an area of focus in India's financial inclusion
initiatives. In order for developing countries like India
to attain inclusive growth, Rangarajan (2008) argues
that financial services must be included. In order to
advance financial inclusion, digital banking has been
seen as a crucial tool due to its ability to offer
accessible, efficient, and cost-effective banking
solutions. Digital banking systems like the Unified
Payments Interface (UPI) and mobile banking might
increase access to savings accounts, loans, and
insurance in rural India, according to Radhakrishna
(2016). There are significant barriers to using digital
banking services in rural areas, according to research
by Nair and Kumar (2018). This is so even though
these benefits could really materialise. Digital banking
has come a long way in urban areas, but rural India still
has a ways to go before it catches on due to
infrastructural limitations, poor financial awareness,
and technical obstacles (Chakraborty, 2019). The
uptake of online banking has been particularly
impressive in urban areas.

1.2 Technological Barriers and Infrastructure
Challenges
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A major challenge to implementing digital banking in
rural areas is the disparity in technological competence
between different generations. Online banking is not
widely available in rural India due to poor internet
access and low mobile network penetration (Singh and
Tiwari, 2020). However, digital banking systems still
face challenges due to inconsistent data speeds and
reliability, as highlighted by the Telecom Regulatory
Authority of India (TRAI, 2020), even if mobile
network coverage in rural areas has upgraded.
Furthermore, some remote rural areas lack access to
electricity and proper infrastructure, which further
complicates the adoption of digital financial services.
Sharma and Jain highlighted in their 2017 study how
inconsistent banking experiences, caused by factors
like frequent power outages and limited access to
steady internet  connections, contribute  to
dissatisfaction and disengagement with digital
services in rural areas.

1.3 Digital Literacy and Skill Gaps

The success or failure of the implementation of digital
financial services is heavily dependent on digital
literacy. Low levels of digital literacy provide a
significant barrier to the use of financial services,
especially among elderly adults and women, in rural
India, according to Srinivasan et al. (2021). The
evidence pointed to this being true. Gupta and Yadav
(2019) found that customers in rural areas lack the
basic IT skills necessary to use mobile banking apps
or online banking portals. Consequently, these
consumers are unable to interact with these services.
In order to further highlight the significance of digital
literacy in closing the digital divide, Patel (2020)
offers further backing. The study's author maintains
that targeted financial education initiatives for rural
residents are critical if such residents are to feel
comfortable using online banking services. These
programs may aim to educate kids on the basics of
digital literacy, how to be secure when using the
internet, and the various financial products that may be
purchased online.

1.4 Socioeconomic and Cultural Factors

Because of their unique socioeconomic context, rural
areas of India present unique challenges to the rollout
of digital banking. According to Kumar et al. (2018),
many rural households, especially those in
economically disadvantaged areas, prioritise paying

for short-term expenses above saving or investing for
the future. There may be less demand for online
banking as a consequence. Mehta (2021) adds that
people living in rural regions don't always know about
the current banking products and services that are
offered online. A few examples of these goods and
services are mutual funds, insurance, and loans.
Similarly, cultural factors are also influential in
shaping people's attitudes about digital banking.
Traditional banking methods, including in-person
interactions with bank employees, are still widely used
in rural areas, according to Chandra and Mehta (2019).
A lack of faith in digital platforms and a marked
preference for more conventional banking practices
are two of the main reasons why people are resistant
to using digital banking services. People of a certain
age tend to be more sceptical of technologically driven
solutions and more used to paying with cash, thus this
trend stands out to them.

1.5 Trust and Security Concerns

Digital banking services' acceptance is greatly
influenced by the level of confidence that customers
have in them. Customers in rural regions are often
hesitant to use digital banking, according to research
by Khan and Sahu (2017). This is because they are
afraid of becoming a victim of fraud or having their
money stolen during online transactions. Due to the
prevalence of cyber-security measures being widely
unknown and the high incidence of phishing scams,
identity theft, and other forms of online crime, many
people are wary of using digital banking services.
Bansal and Gupta (2020) argue that consumers need to
be informed about the many ways to prevent fraud and
that ensuring the security of financial transactions is
crucial to building trust in digital platforms. In order
to allay fears about security and encourage safe usage
of online banking systems, Saini and Mishra (2021)
stress the need of customer support services.

1.6  Government Initiatives and  Policy
Interventions

The Indian government has initiated a slew of
initiatives meant to increase the availability of digital
banking and other financial services. Under Prime
Minister Narendra Modi's leadership, the Indian
government launched the Digital India Program in
2015 to increase digital literacy and provide universal
access to digital services. Millions of individuals in
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rural India have been brought into the formal banking
system through government-led initiatives like the
Pradhan Mantri Jan Dhan Yojana (PMJDY) and the
Aadhaar-based Direct Benefit Transfer (DBT), which
Rathore et al. (2021) investigate. Still, these initiatives
face challenges related to digital banking
infrastructure  integration,  rural communities'
readiness to embrace these technologies, and financial
institutions' capacity to effectively handle and cater to
these new customers.

2. Policy Recommendations and Future Directions

Many research have looked at the challenges of digital
banking adoption in rural India and offered solutions.
Reddy and Rao (2021) provide a multi-stakeholder
strategy that brings together government agencies,
commercial banks, NGOs, and community leaders in
rural areas to improve digital literacy and
infrastructure. The importance of individualised
banking products that cater to the needs of rural
consumers and the promotion of regional language
interfaces are emphasised as means to increase
accessibility to financial services. As per Bose (2025),
who argues for a greater emphasis on enhancing the
mechanism, the last-mile delivery system might be
enhanced, particularly through the employment of
banking correspondents (BCs). These individuals
mediate transactions between banks and customers in
rural areas. The ability of these banks to provide
personalised assistance and meet the unique needs of
rural regions facilitates the adoption of digital banking
among rural communities.

2.1 Importance of Digitalization of rural banking

As with the development of any other industry, the
digitalisation of rural banking is highly advantageous
to financial inclusion and helps speed up economic
growth. Among the many compelling arguments in
favour of bringing rural banking operations online are
the following:

1. Increases  efficiency:  More  streamlined
transactions and more industrial efficiency are
two benefits of digital banking technology.

2. Fast and furious: Reduced transaction times
brought about by digitisation will make the free
movement of money much easier than with
traditional banking methods.

3. Vast coverage: Many people have access to and
can use digital banking services because of their
wide distribution.

4. Improves the quality: A considerable increase in
the quality of financial services will be the
outcome of the transition from traditional to
digital banking.

5. Less human error; The digitisation of banking
helps to reduce human mistake by guaranteeing
the preservation of accurate transaction data.

6. Environment friendly: The computerised banking
system is better for the environment since it saves
paper and trees.

7. Increases Investment: Rapid and easy access to a
wide range of financial services is one
consequence of banking's digitisation, which in
turn boosts investment activity in the country.

8. Less cost: There is no longer a need to print
money thanks to the digitisation of banking,
which in turn lowers the production cost of
currency notes. Furthermore, records may be
accessed online, which reduces the expense of
preserving them.

3. Research Methodology

The research is devoid of any descriptive aspects
whatsoever. In order to determine the elements that
impact consumers' preferences for digital banking
over traditional banking, the purpose of this research
is to investigate such factors. For the purpose of this
study, the research technique that was utilised has been
outlined in the following paragraphs.

Data Collection: Two types of data, primary and
secondary, are utilised in the research. The secondary
data has been gathered from a wide range of public
sources. In order to get a complete understanding of
the subject that is being investigated, data from
ASSOCHAM reports is also utilised.

Sampling Design and Size: A survey in the form of a
structured questionnaire was utilised in order to obtain
primary data. This study utilised non-probability
sampling approaches in addition to convenience
sampling. Obtaining information from one hundred
fifty respondents was done with the intention of
establishing the technique of Internet banking that is
most preferred by rural consumers.

3.1 Sample area
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For the purpose of this study, the sample consists of
responses received from micro and small enterprises
working at Rural Areas in the Nala, Narayanpur, and
Kundhit blocks of the Jamtara district in the state of
Jharkhand.

3.2 Sample selection

In light of the fact that our primary objective was to
ascertain the feelings of rural customers, particularly
micro and small company owners, about online
banking, we reached out to three hundred and fifty
micro and small business owners who conduct regular
banking operations for their companies.

4. Data analysis and Interpretation

For the purpose of analysing primary data and
determining the outcomes, this part provides an
explanation of the statistical procedures that were
utilised. The primary data for the study was collected
through the use of a standardised questionnaire, which
served as the basis for the statistical analysis.
Frequency analysis and factor analysis were utilised
while conducting this investigation.

4.1 Demographic Analysis of the Respondents:

An analysis was performed on the data collected from
respondents, which included information on their
gender and age profile, the type of business they run,
their yearly revenue, the digital devices they use, and
the network connectivity medium they use. The results

are presented in the table that follows.

Table: 1 Socio-economic outlines of the Respondents.

Demographic Variables Categories Frequencies Percentage
s
Gender profile Male 135 90
Female 15 10
Total 150 100
Aage profile Upto30years 12 8
31-40years 47 31
41-50years 42 28
51-60years 39 26
Above60years 10 7
Total 150 100
Nature of Business Micro Business 72 48
Enterprises
Agro Based 9 6
Small Scale Service and | 50 33
Business
Village industries 19 13
Total 150 100
Annual Turnover Below50lakhs 25 17
50lakhstolcr. 67 45
lcr.Tobcr. 49 33
Abovebcr. 9 6
Total 150 100
Digital Banking Device Personal Computers 35 23
Mobile devices 115 77
Total 150 100
Network connectivity medium WI-FI network 125 83
Broadband 25 17
Total 150 100
Years of Accessing Less2years 49 33
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2toSyears 81 54
Morethan5years 20 13
Total 150 100
Satisfaction Level Highly Satisfied 45 30
Moderately satisfied 77 51
Not satisfied 28 19
Total 150 100

In terms of the socio-economic outline distribution of
clients of digital banking services, demographic data
reveals that the bulk of customers, which accounts for
ninety percent, are male. In terms of age, the majority
of respondents are between the ages of 31 and 40 years
old.  Additionally, forty-eight  percent  of
microbusinesses are using digital  banking
transactions, forty-five percent have a turnover that

ranges from fifty lakhs to one crore, seventy-seven
percent of users rely on mobile devices for their
transactions, and eighty-three percent of users connect
their devices through a Wi-Fi network. During the
epidemic, it was discovered that 54 percent of new
users began using digital banking transactions. The
majority of respondents, accounting for 91%, are
pleased with their experience using digital banking.

Table: 2 Frequency of Facilities used

Frequency/Facilities Balance Bill Fund UPI and QR code | RTGS
Inquiry payment transfer payment
Daily 21.50% 1% 18 11% 22%
Weekly 59% 7.00% 51.50% 25% 61.50%
Monthly 10.50% 78% 22% 5% 6.50%
Occasional 8.50% 12% 3.50% 19.50% 8%
Never use 0.50% 2% 5% 39.50% 2%
Total 100% 100% 100% 100% 100%

Consumers in this region are employing digital
banking transactions to a modest degree, depending on
their need. The services that are most popular among

clients include enquiring about their balance, paying
their monthly bills, transferring funds, and RTGS.
There is still a lack of interest among corporate houses
in employing advanced financial technologies.

Table 3 Level of education attained by respondents

Factor

Percent

SSC

20.0

Bachelors level

36.5

MMasters level

23.0

In terms of educational attainment, 21% of
respondents had completed secondary school, 36%

ad earned a bachelor's degree, 23% had earned a
master's degree, and 25% had some other credential
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Table 4 the difficulties that persons living in rural areas encounter while accessing digital financial tools

FactorsMean Std Deviation

[Less number of people using smart phones 4.86 5.97
[Lack of banking habits among rural people 4 65 5. 88
[Network issues in mural areas: 4.99 5.22
Customer resistance to new technology: 475 5.66
Cost of financial services: 4 89 5.91
The literacy rate is low in rural India compared |4.92 5.86
tourban India

[Lack of infrastructural facilities 4.74 5.72

5. Analysis

Table 5 shows that fewer people in rural regions are
utilising smartphones, which could be an indication of
the difficulties people in rural areas have when trying
to use digital financial tools. 4.86: A major obstacle to
digitisation in rural banking is the low number of
people in these locations who own smartphones.
Living in distant places, people don't use banks. 4.65
Most people in rural regions don't know much about
money and banking, therefore they can't use the
services that financial institutions provide. Issues with

the distribution network in outlying areas 4.99: Fewer
digital payments in outlying areas are due to problems
with communication networks. This problem must be
resolved. Customer aversion to emerging technology
Because of a lack of knowledge on how to utilise
digital financial services, people living in rural areas
are less likely to be able to adapt to new technologies
as quickly. Costs related to provide banking and
related services: Due to the low transaction volume
and lack of physical facilities, the expenditure of
providing financial services in rural regions is
unnecessarily high.

Table 5 Permanent Utilisation of Digital Financial Services, Including

Statement

Percentage

Stronglv Agree

Agree

MNeutral

Disagree

Stronglv Disagree

Total

100%%

use of online banking, as seen in table 6. Twenty
percent of people are in agreement, ten percent are
very much in agreement, thirty-six percent are
ambivalent, and eighteen percent are opposed. People
find it very difficult to save money due to the huge
backlog of even a real bank account; they will not be
able to produce enough money to handle unexpected
catastrophes like home illness. It is clear that rural
areas still lack appropriate access to fundamental

banking services. People may have to take more
expensive activities instead of just pulling money out
of their bank accounts or withdrawing it from the bank
when they are confronted with such a shock.

7. Conclusion

The introduction of digital banking services in rural
India might greatly impact the country's financial
landscape by connecting the informal and official
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financial systems. Although there have been notable
advancements in  government initiatives and
technological advancements, this study shows that
many challenges still stand in the way of rural areas
successfully adopting digital banking. There are
several obstacles that have been identified, including a
lack of knowledge about digital and financial matters,
problems with the internet and infrastructure, limited
availability of smartphones, language barriers, and
long-standing social and cultural issues like a
preference for cash transactions and distrust of digital
platforms. Concerns about security and the likelihood
of falling prey to online fraud are other reasons why
individuals residing in rural regions are hesitant to
fully embrace digital banking. The escalation of these
problems is caused by a multitude of variables, many
of which are interconnected. These issues include low
income levels, educational disparities, and inadequate
institutional outreach in faraway locations. There has
been substantial progress in expanding access to basic
financial services for rural populations through
government-led initiatives such as Digital India and
PMJDY; nonetheless, the use of digital banking
systems remains low. In addition, it shows that having
access isn't enough; getting people to accept it, use it
consistently, and trust it are all as crucial. This
highlights the critical need to shift focus away from
infrastructure development and towards inclusive
efforts that tackle social, economic, and behavioural
issues.
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