N 2

International Journal of Recent Development in Engineering and Technology
Website: www.ijrdet.com (ISSN 2347-6435 (Online) Volume 15, Issue 10, October 2026)

Factors Influencing Customer Adoption of Digital Banking and
Digital Payments: Conceptual Study

E Udaya Lakshmi', Prof. T Sobha Rani2, Dr. K. Tirumalaiah?

I4ssistant Professor, Department of MBA, Annamacharya Institute of Technology & Sciences, Tirupati, A.P. India.
2Professor, Department of Communication & Journalism, SPMVV, Tirupati, A.P. India.
3Assistant Professor, Department of MBA, Annamacharya Institute of Technology & Sciences, Tirupati, A.P. India.

Abstract- The rapid advancement of information
technology has transformed the banking and financial services
industry through the emergence of digital banking and digital
payment systems. These technologies provide customers with
convenient, efficient, accessible, and secure financial
transaction facilities. However, customer adoption of digital
financial services depends on several factors, including
perceived usefulness, ease of use, security, privacy, trust,
digital literacy, technological accessibility, and customer
satisfaction. This study examines the major factors influencing
customer adoption of digital banking and digital payments,
with particular reference to the Indian banking environment.
The study adopts a conceptual research approach based on
secondary data collected from published research articles,
academic journals, books, and institutional reports. The
existing literature is reviewed to identify important adoption
determinants, challenges, and emerging trends. The study
highlights the importance of technological accessibility,
customer awareness, cybersecurity, and financial inclusion in
promoting digital financial services.
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I. INTRODUCTION

The development of information and communication
technology has brought significant transformations in the
banking and financial services industry. Traditional
banking practices have gradually shifted towards
technology-oriented services that enable customers to
conduct financial transactions through digital platforms.
Digital banking and digital payments have become
important components of the modern financial ecosystem
by providing convenient, faster, and more accessible
banking facilities.

Digital banking refers to the delivery of banking
products and services through electronic channels such as
internet banking, mobile banking applications, ATMs, and
online banking platforms.
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Digital payments refer to electronic transactions
conducted through UPIL debit cards, credit cards, mobile
wallets, QR codes, and internet banking. These
technologies reduce the need for physical bank visits and
enable customers to manage their financial activities at any
time and from any location.

A. Evolution of Digital Banking

The banking industry has undergone considerable
changes with the introduction of computerised banking,
core banking solutions, ATMs, internet banking, and
mobile banking applications. Earlier, customers depended
on physical bank branches for almost every financial
transaction. Technological developments have gradually
simplified these processes and improved the efficiency of
banking operations.

The emergence of smartphones, cloud computing,
artificial intelligence, biometric authentication, and
advanced cybersecurity mechanisms has further
strengthened digital banking services. Modern banking
applications provide facilities such as instant fund transfers,
balance enquiries, bill payments, online deposits, loan
applications, and account management.

B. Growth of Digital Payments in India

India has experienced substantial growth in digital
payment adoption due to increasing smartphone usage,
internet penetration, government initiatives, and financial
technology innovations. The Digital India programme and
the promotion of cashless transactions have encouraged
individuals and businesses to adopt electronic payment
methods.

The introduction of the Unified Payments Interface
(UPI) by the National Payments Corporation of India
(NPCI) has significantly transformed the Indian digital
payment ecosystem. UPI enables instant bank-to-bank
transfers through mobile applications and QR-code-based
transactions. Platforms such as PhonePe, Google Pay,
Paytm, and BHIM have contributed to the growing
acceptance of digital payments among consumers and
merchants.
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C. Meaning and Importance of Digital Banking and Digital
Payments

Digital banking and digital payments improve the
accessibility, convenience, speed, and transparency of
financial transactions. Customers can perform banking
activities without visiting bank branches, while businesses
can receive payments electronically.

The major benefits include convenience, reduced
transaction time, improved financial accessibility,
transaction transparency, operational efficiency, and
financial inclusion. Digital financial services also provide
opportunities for small businesses and rural communities to
participate in the formal financial system.

D. Factors Influencing Customer Adoption

Customer adoption of digital banking and digital
payments is influenced by several interconnected factors:
e Perceived Usefulness: The extent to which
customers believe digital services improve their
banking activities.

e Perceived Ease of Use: The simplicity of
operating digital banking and payment
applications.

e Security and Privacy: Protection of personal
information and financial transactions.

o Trust and Reliability: Confidence in banking
institutions and digital payment platforms.

e Digital Literacy: Knowledge and ability to operate
digital financial technologies.

e Technological Accessibility: Availability of
smartphones, internet connectivity, and digital
infrastructure.

o Social Influence: Recommendations and
experiences shared by family members, friends,
and colleagues.

e Customer Satisfaction: Overall experience with
the reliability, convenience, and quality of digital
services.

E. Challenges in Digital Banking Adoption

Despite the increasing adoption of digital banking,
several challenges continue to affect customers.
Cybersecurity threats, phishing, online fraud, unauthorised
transactions, privacy concerns, technical failures, and poor
internet connectivity may discourage customers from using
digital financial services.
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Limited digital literacy and inadequate awareness also
create barriers, particularly among elderly customers and
individuals living in rural areas. Financial institutions must
therefore strengthen security mechanisms, improve
customer awareness, and provide accessible digital banking
services.

F. Need for the Study

The rapid expansion of digital banking and digital
payment services has changed customer expectations and
financial transaction practices. However, the adoption of
these technologies is influenced by different technological,
behavioural, economic, and social factors. Understanding
these determinants is important for banks, financial
institutions, and payment service providers to improve their
services and encourage wider customer participation.

Therefore, the present study examines the factors
influencing customer adoption of digital banking and
digital payments through an analysis of existing literature.
It also identifies the major challenges and provides
suggestions for improving customer confidence, digital
awareness, security, and financial inclusion.

II. REVIEW OF LITERATURE

Davis (1989) introduced the Technology Acceptance
Model (TAM), which explains how individuals accept and
use new technologies. The model identifies perceived
usefulness and perceived ease of use as two major
determinants influencing technology acceptance.
According to this theoretical framework, customers are
more likely to adopt digital banking services when they
believethatthese services improve their banking activities
and are easy to operate. This model provides an important
theoretical foundation forunderstanding customer adoption
of digital financial services.

Venkatesh et al. (2003) developed the Unified Theory
of Acceptance and Use of Technology (UTAUT), which
explains technology adoption through performance
expectancy, effort expectancy, social influence, and
facilitating conditions. The framework provides a broader
understanding of customer behaviour towards technology -
based services. These factors are relevant to digital banking
because customers consider service benefits, operational
simplicity, recommendations from others, and availability
of technological facilities when adopting digital platforms.

Kajol, Singh and Paul (2022) conducted a
comprehensive review titled Adoption of Digital Financial
Transactions: A Review of Literature and Future Research
Agenda.
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Their study examined previous research published
between 2009 and 2020 to identify the major factors
influencing digital financial transaction adoption. The
review identified perceived usefulness, perceived ease of
use, compatibility, trust, security, performance expectancy,
and facilitating conditions as important adoption
determinants. It also highlighted perceived risk, privacy
concerns, transaction costs, and technological complexity
as major barriers to digital payment adoption.

Mer and Virdi (2023) examined the factors influencing
millennials' adoption intentions towards electronic banking
in India. Their study extended the UTAUT framework by
incorporating perceived risk and trust. The findings
highlighted effort expectancy, trust, social influence,
performance expectancy, and perceived risk as important
factors influencing behavioural intentions towards
electronic banking. The study emphasised the importance
of customer confidence and perceived security in
encouraging digital banking adoption.

Das, Patnaik and Satpathy (2024) presented a
literature review titled Factors Affecting Digital Banking
Adoption: A Review of Literature. Their study reviewed
existing research published between 2020 and 2024 and
identified perceived usefulness, perceived ease of use, trust,
security, social influence, and demographic characteristics
as major factors influencing digital banking adoption. The
authors highlighted thattechnological, psychological, and
socio-cultural factors collectively influence customer
acceptance of digital banking services.

Srivastava, Mohta and Shunmugasundaram (2024)
investigated the factors influencing mobile payment
FinTech adoption in India. Their research focused on
Generation Y and Generation Z users and examined
technology acceptance, financial literacy, and behavioural
intention. The findings indicated that effort expectancy,
performance expectancy, facilitating conditions, financial
literacy, and self-efficacy were important drivers of mobile
payment adoption. The study highlighted the importance of
financial knowledge and technological confidence in
encouraging digital payment usage.

Joshi (2024) examined the adoption of Unified
Payments Interface (UPI) among bottom-of-the-pyramid
users through an extended UTAUT2 framework. The study
identified performance expectancy, effort expectancy,
facilitating conditions, social influence, price value,
knowledge, social benefits, personal inertia, and perceived
security risk as relevant factors. The findings highlighted
social influence as an important determinant of UPI
adoption among economically disadvantaged customer

groups.
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The study also emphasised the need to address digital
literacy and security concerns to promote financial
inclusion.

Kiran and Sailaja (2025) examined consumer
behavioural intentions towards different digital payment
services by considering perceived risks and adoption
factors. Their research focused on UPI adoption in India
using the UTAUT framework. The findings indicated that
performance expectancy, effort expectancy, and social
influence positively influenced behavioural intention. The
study also highlighted thatperceived risks could influence
the relationship between adoption factors and customers'
intentions to use digital payment services.

Alshahrani (2026) presented a literature review titled
Factors Affecting the Use of Digital Banking: A Literature
Review. The study synthesised 35 peer-reviewed studies
published between 2021 and 2026. It examined digital
banking adoption through frameworks such as TAM,
UTAUT, Task-Technology Fit, and the Technology-
Organization-Environment framework. The review
identified trust, security, perceived usefulness, ease of use,
customer experience, service quality, technological
infrastructure, demographic characteristics, and regulatory
influences as important factors. It also identified privacy
concerns, limited digital infrastructure, and technological
complexity as continuing challenges.

Reserve Bank of India Research (2021) A study titled
Digital Payments and Consumer Experience in India: A
Survey-Based Empirical Study, published in 2021,
examined consumer behaviour towards digital payment
systems in India. The research highlighted the influence of
customer perceptions, trust, previous experiences of online
fraud, and demographic characteristics on digital payment
preferences. The study indicated that customer trust in
digital payment systems and the banking framework plays
an important role in determining payment behaviour. It also
emphasised that previous experiences of online fraud can
discourage customers from using digital payment methods.

III. RESEARCH METHODOLOGY

A. Research Approach:

The present study adopts a conceptual and literature-
based research approach to examine the factors influencing
customeradoption of digital banking and digital payments.
The study is entirely based on secondary information and
does not involve primary data collection or empirical
investigation.
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B. Research Design: D. Method of Analysis:
The study follows a descriptiveresearch design based on The study uses qualitative descriptive analysis
existing literature. E. Objectives of the Study
C. Sources of Data: 1. To examine the major factors influencing customer
The study is based exclusively on secondary data adoption of digital banking and digital payment
collected from the following sources: services.

2. To analyse therole of technology, security, trust, and
digital literacy in digital financial service adoption.

3. To identify themajor challenges associated with the
adoption of digital banking and digital payments.

4. To suggest appropriate measures for improving
customer awareness, confidence, and adoption of
digital financial services.

Published research articles and academic journals.
Books and reference materials.

Google Scholar and other academic databases.
Reserve Bank of India (RBI) publications.

National Payments Corporation of India (NPCI)
reports.

Government publications and policy documents.

Research papers relating to digital banking and
FinTech.

e Relevant websites and online publications.
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Fig. 1. Conceptual framework
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F. Scope of the Study:

The study focuses on customer adoption of digital
banking and digital payment services, with particular
reference to the Indian financial environment. It covers
internet banking, mobile banking, UPL, mobile wallets,
debit cards, credit cards, and QR-code-based payment
systems.

The study primarily examines the technological,
behavioural, psychological, security-related, and socio-
economic factors influencing the adoption of these
services.

G. Limitations of the Study

1.

2.

3.

The study is entirely based on secondary data and
published literature.

The findings depend on the availability, quality, and
reliability of existing research publications.

The study does not include primary data collected
directly from customers.

. The adoption factors may differ across geographical
regions, demographic groups, and banking
institutions.

. Rapid technological developments may change

customer preferences and digital banking practices
over time.

IV. FINDINGS OF THE STUDY

Based on the analysis and synthesis of the existing
literature, the following major findings are identified:

Existing studies indicate that customers are more
likely to adopt digital banking when they perceive
that it saves time, improves convenience, and
simplifies financial transactions.

Simple interfaces, easy navigation, and user-friendly
mobile applications encourage customers to adopt
digital banking and payment services.

Security and privacy are important considerations in
customer adoption. Fear of cybercrime, phishing,
unauthorised transactions, and online fraud may
reduce customer confidence.

Customers are more willing to use digital banking
platforms when they have confidence in banks,
payment applications, and transaction processing
systems.

Awareness and knowledge of digital technologies
improve customers' ability to use mobile banking,
internet banking, and UPI services effectively.
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Reliable internet connectivity, smartphone
availability, and appropriate digital infrastructure
support the adoption of digital financial services.
Recommendations from family members, friends,
colleagues, and business associates can encourage
customers to use digital payment platforms.

Digital banking provides opportunities for rural
populations, small businesses, and economically
weaker sections to access formal financial services.
Reliable transactions, quick service delivery, effective
complaint resolution, and responsive customer
support contribute to customer satisfaction.
Cybersecurity threats, technical failures, limited
digital awareness, privacy concerns, and accessibility
barriers continue to affect the wider acceptance of
digital financial services.

V. SUGGESTIONS

Based on the findings derived from the existing
literature, the following suggestions are offered to improve
customeradoption of digital banking and digital payments.

Banks and financial institutions should organise
awareness programmes, workshops, and educational
campaigns to explain the benefits and procedures of
digital banking and digital payments.

Financial institutions should implement advanced
cybersecurity measures, encryption technologies,
biometric  authentication, and  multi-factor
authentication to protect customer information and
financial transactions.

Digital banking applications should provide simple
navigation, easy registration, multilingual interfaces,
and accessible features to encourage adoption among
customers with different levels of technological
knowledge.

Special training programmes should be conducted for
rural populations, elderly individuals, and customers
with limited technological knowledge to improve
their confidence in using digital financial services.
Banks should maintain transparency in transaction
processing, provide timely transaction notifications,
and establish effective mechanisms for resolving
customer complaints.

Government authorities and financial institutions
should support the development of reliable internet
infrastructure, particularly in rural and underserved
areas.



N 2

IlJRDET

International Journal of Recent Development in Engineering and Technology
Website: www.ijrdet.com (ISSN 2347-6435 (Online) Volume 15, Issue 10, October 2026)

o Customers should be educated about phishing attacks,
fraudulent links, OTP sharing, fake payment
applications, and unauthorised financial transactions.

e Banks and digital payment service providers should
establish responsive customer support systems to
address transaction failures, payment disputes, and
technical problems.

e Digital banking facilities should be made more
accessible and affordable to economically weaker
sections, small traders, rural communities, and
underserved populations.

o Financial institutions should regularly upgrade their
digital platforms to improve transaction speed,
reliability, security, and overall customer experience.

VI. CONCLUSION

Digital banking and digital payments have transformed
the modern banking industry by providing convenient,
efficient, and accessible financial services. The present
study, based on existing literature and secondary
information, examines the major factors influencing
customer adoption of digital financial services. The review
indicates that perceived usefulness, ease of use, security,
trust, digital literacy, technological accessibility, and
customer satisfaction are important determinants of
adoption. At the same time, cybersecurity threats, privacy
concerns, technical difficulties, and limited digital
awareness remain significant challenges. The study
highlights the need for financial institutions to strengthen
security systems, improve digital infrastructure, promote
customer awareness, and develop user-friendly banking
applications. Overall, the wider adoption of digital banking
and digital payments requires a balanced approach
involving technological innovation, customer confidence,
financial literacy, and institutional support.
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Such measures can contribute to financial inclusion and
the development of a more accessible and efficient digital
financial ecosystem in India.
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