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ABSTRACT

Exploring the Impact of Financial Literacy on Digital Banking Adoption Among
Rural Populations in India

Javad Muneer Pallipath

This study investigates the impact of financial literacy on the adoption of digital banking
services among rural population in India. The primary objective was to understand how both
subjective and objective financial literacy influence rural users' willingness and ability to
engage with digital banking technologies. To achieve this, a quantitative approach was
employed using structured surveys to collect data from rural participants. The research
utilized SPSS software for data analysis, focusing on regression techniques to explore the
relationships between financial literacy and digital banking adoption.

The findings reveal a nuanced impact of financial literacy on digital banking adoption.
Hypothesis 1, which posits that subjective financial literacy positively influences digital
banking adoption, is partially supported. Specifically, understanding financial terminology
used in digital banking was found to significantly affect adoption rates. However, other
subjective factors, such as confidence in financial management and decision-making trust,
did not demonstrate a significant impact.

Conversely, Hypothesis 2, suggesting that objective financial literacy positively impacts
digital banking adoption, is strongly supported. The study identifies significant predictors of
digital banking adoption, including financial calculation skills, understanding of financial
products, and awareness of financial risks. These factors align with the hypothesis and
underscore the critical role of actual financial knowledge in facilitating digital banking usage.
Overall, the results highlight that while subjective financial literacy contributes to digital
banking adoption, objective financial literacy has a more pronounced effect. These insights
suggest that while improving subjective financial knowledge is valuable, enhancing objective
financial skills is crucial for promoting digital banking, especially in rural areas. The study
provides valuable guidance for designing targeted financial education initiatives and
strategies to improve digital banking adoption among rural populations in India.

The research underscores the need for comprehensive financial education programs that
address both subjective and objective aspects of financial literacy. Future initiatives should
focus on practical financial skills and awareness of financial risks to effectively promote
digital banking adoption in rural communities.



INTRODUCTION

The evolution of technology has impacted the improvement of many fields, and the financial
sector has undergone changes in the use of digital banking services (Barroso and Laborda,
2022). The purpose of this research will be to establish the relationship between financial
literacy and the adoption of digital banking among the rural residents of India. In this chapter,
the reader will be provided with information about the background and justification for the
study, the statement of the research problem, the research question and aims. Also, the
theoretical framework will be discussed, and the literature review will be provided to give

the reader a clear understanding of the topic.

Background
Digital banking has rapidly become one of the most revolutionary changes in the financial

industry especially in the developing world in the recent past, especially in India. The use of
the digital banking services has been because of the following factors, one of which is
financial literacy which determines the user’s capability and willingness to use the
technologies (Prabhakaran & L. Mynavathi, 2023). Therefore, financial literacy has two
components, which are the cognitive and the affective, and these affect the uptake of digital
banking in different ways particularly in the rural areas where the knowledge and access to
financial services may not be the same.

Subjective financial literacy is a measure of people’s perceived knowledge and confidence
in financial matters and about digital banking in this study. Another element of consumers’
financial literacy is the personal beliefs and attitudes towards the financial tools and services
which play an important role in the use of digital banking services. In rural India where the
digital technology is still in its nascent stage of penetration, the self- perceived financial
literacy and digital literacy has a significant influence on the extent of utilization of such
services (Sindakis and Showkat, 2024). For example, consumers with financial literacy are
inclined to use digital banking services since they believe in handling digital transactions and
comprehending online financial products (Lusardi & Mitchell, 2014).

In contrast, the objective financial literacy refers to the factual knowledge and practical
competencies in the financial matters including the budgeting, financial planning and
knowledge about the financial instruments (Nejad and Javid, 2018). This dimension of

financial literacy is very important in the use of digital banking because it has a material



foundation in the decision-making process of users’ financial activities and investments. The
analysis of objective financial literacy revealed a positive relationship between the levels of
financial literacy and the effectiveness of financial decisions as well as the engagement in
digital financial services (Klapper & Lusardi, 2020). In the context of the Indian rural people,
there is scope to improve the objective financial literacy and thereby the ability to use the
digital banking services effectively while filling the gap between availability and usage of
such services (Mandal and Garima, 2023).

India has made remarkable progress in digital banking due to schemes like Pradhan Mantri
Jan Dhan Yojana (PMJDY) and Digital India that seeks to enhance the financial inclusion
and awareness (Rastogi, Sharma and Panse, 2020). However, the rural segment still remains
constrained by issues to do with digital literacy that affects the uptake of these services
(Sindakis and Showkat, 2024). Research has also shown that despite the higher percentage
of digital banking users in the urban areas than the rural areas, the latter’s uptake is
significantly low because of low levels of perceived and actual financial literacy (Sindakis
and Showkat, 2024). Thus, the knowledge of the influence of perceived FL on the propensity
of the rural population to use digital banking services is crucial to design intervention
strategies. Thus, identifying the impact of self-efficacy of financial literacy on digital banking
will allow policymakers as well as the banking sector to design improved educational
programs and advertisements more effectively (Abdallah, Tfaily and Arrezou Harraf, 2024).
Similarly, the actual financial literacy that can be enhanced through the introduction of the
formal courses and training can enhance the use of the digital banking services since it
enhances the capability of the rural user to engage with the digital financial services (Ekasari

and Ansori, 2024).

Research Aim

The purpose of this research is to identify the influence of financial literacy on the usage of
digital banking services in the rural area of India. Specifically, the study intends to explore
the extent to which the rural population’s perceived and actual financial literacy, as perceived
and actual attitudes, beliefs, and knowledge about finances, influence the use of digital

banking technologies.

Research Objectives

The objectives of this research are:



1. To assess the impact of subjective financial literacy on digital banking adoption
in the rural population of India.

This objective will seek to find out if the level of subjective financial literacy influences the
use of digital banking applications among the rural people. Perceived financial literacy also
has a significant impact as it influences people’s attitudes and readiness to engage in digital
banking. Research has revealed that people with higher levels of subjective financial literacy
are more inclined to use new technologies in managing their finances since they feel more
capable of handling their finances through technology (Phuong Dinh, 2022; Prabhakaran and
L. Mynavathi, 2023). It is imperative to grasp these perceptions toward developing
appropriate financial literacy programs to support digital banking uptake in rural regions.

2. To assess the impact of objective financial literacy on adopting digital banking

services in the rural population of India.

This objective focuses on the relationship between objective financial literacy, which is the
actual knowledge and skills in the management of finances including budgeting, planning for
the finance, and saving and the usage of the digital banking services. Practical financial
literacy is important because it prepares people with the necessary skills needed for operating
banking technologies. Studies show that objective financial literacy is positively associated
with the adoption of digital finance since people are in a better position to comprehend and
apply these technologies (Prabhakaran and L. Mynavathi, 2023; Lusardi & Mitchell, 2014).
By comparing pre and post-test scores on objective financial literacy, the study seeks to
establish areas of deficient financial understanding that could be targeted to enhance the

uptake of digital banking in the rural areas.

Research Questions

1. What is the impact of financial literacy on the adoption of digital banking services

among the rural population of India?

Research Problem

As the digitization affects diverse segments of society, the financial sector, especially
banking has also experienced changes (Prabhakaran and L. Mynavathi, 2023). Currently,
there are many digital services from banks such as internet banking, mobile banking, digital
money and investment (Murinde et al., 2022). These innovations have complemented the
existing banking services in the developing countries to increase the use of digital banking

channels as indicated by Alsmadi et al., (2023). The Fintech in India has changed the



population in a way of digital revolution and has positioned India in the forefront of financial
inclusion through technology (Kukreja et al., 2021).

However, financial illiteracy remains a significant barrier to digital banking services in the
rural regions of India even with the current innovations. In Chan et al., (2022) it was found
that to use digital banking, people require a basic understanding of how the financial system
works. Nevertheless, knowledge regarding the relationship between financial literacy and
digital banking adoption is limited, particularly concerning the Indian rural population. It is
revealed that the given demographic has a difficult time using the instruments offered by
digital banking, which may negatively affect their financial accessibility.

It is therefore important to establish the relationship between financial literacy and the use of
digital banking services. Understanding rural customers’ perception and usage of digital
banking services is crucial to financial services providers. This research will help to fill this
gap by examining the connection between financial literacy and digital banking in rural India.
Understanding these factors will enable policy makers and banking institutions to formulate
viable policies that will enhance the level of financial literacy as well as advance the use of

digital banking in the rural areas.

Research Gap

Although India has seen a tremendous growth in the use of digital banking and financial
services, there is lack of literature regarding the importance of financial literacy in the process
especially in the rural areas. Previous studies primarily target either urban consumers or
consumers in general, hence little is known concerning the experience and needs of rural
consumers (Kukreja et al., 2021; Chan et al., 2022). Besides, the literature tends to focus on
the technological and infrastructural factors of digital banking adoption, excluding the
function of financial literacy on users’ behaviour and choices (Murinde et al., 2022). This
gap is relevant because the financial literacy rate in the rural areas which is usually low might
need different strategies to embrace the digital banking. Hence, this study intends to fill this
research gap by focusing on the relationship between both self-reported and actual financial
literacy on the usage of digital banking services in rural India, and the results of which could

be useful to inform policies and education in the right direction.

Research Contribution

The present research work is an empirical study to investigate the impact of financial literacy

on use of digital banking services in rural area of India employing quantitative research



method. Expanding the framework that Corley and Gioia (2011) have provided for
organizational research, the study aims to contribute to the development of the theory and
practice in the field of financial literacy and promotion of digital banking services for

stakeholders.

Academic Implications

In line with Corley and Gioia (2011) call for more theory development and identification of
research gaps, this study aims to extend knowledge of how different levels of financial
literacy, perceived and actual, affect the uptake of the digital banking services in the rural
regions of India. Hence, using the literature review as a methodology, the study will attempt
to synthesize the theoretical models which have been proposed in the past and add new
models that will be more relevant to the context of rural Indians. Besides, it contributes to
the development of theoretical knowledge and offers a deeper analysis of the socio-economic
determinants of the digital banking choice.

Methodologically, the study will utilize reliable quantitative approaches like questionnaires
and statistical tools (for example, regression analyses, structural equation modelling) to
support theoretical hypotheses. In this regard, the study aims at generating new knowledge
that fills the gap in the existing body of literature on financial literacy and digital banking by
quantitatively measuring the relationships between the two constructs for refinement of
theory and presentation of future research agenda.

The findings of this study will be targeted to publish in the scholarly journals related to
finance, economics, and digital innovation to enhance the understanding of financial
literacy’s effect on the use of digital banking and its consequences on the economy. Through
publishing the results in well-known academic journals, the work is intended to encourage
additional academic research on the best practices for increasing people’s financial literacy

and adopting digital banking services.

Practitioner Implications

Besides, this research has implications for practitioners, such as policymakers, financial
educators, and organizations that support the spread of digital banking in rural regions of
India. The study seeks to identify the specific channels that are impacted by financial literacy
so as to guide the development of relevant financial literacy programs and policies for
encouraging the use of digital banking services. These findings may aid practitioners to

develop more appropriate interventions which are more aligned to the socio-economic



environment of rural India in order to enhance economic access as well as financial well-
being.

It is also important to note that the research might uncover how financial institutions can
enhance the relevance of the services to the rural consumers and their capabilities. The study
can be useful for practitioners to know how to develop the digital products and services of
banking that would meet the consumers’ needs and as a result, enhance customer satisfaction
to support the economic development of the rural people.

Thus, this research provides a theoretical framework and literature review on the role of
financial literacy in the use of digital banking services in the rural areas of India. Thus, the
present research will provide empirical and practical knowledge and recommendation that
will be useful to the stakeholders for enhancing the financial position and the sustainable

economic development of the region.



LITERATURE REVIEW

The increase of the use of digital banking products in the performance of various operations
highlights the need for an adequate level of financial literacy among consumers. Financial
literacy is the ability to understand financial concepts, make appropriate decisions, and have
the confidence to do so, which is essential when functioning in today’s financial environment
(Lusardi & Mitchell, 2014). Since the concept of digital banking is still not fully developed
especially in the rural areas of India the dimensions of financial literacy becomes very
important. These papers have described the issues of how financial literacy influences
consumers’ adoption of digital banking from the individual and environmental perspectives.
Such subjective measure of financial literacy, or people’s estimate of their financial literacy
is more accurate when it comes to the prediction of the financial behaviour and performance
(Koskelainen et al., 2023). These dimensions will be discussed in this literature review with
reference to their impact on digital banking adoption particularly in rural regions, and the

new research directions.

Concept of Financial Literacy

Financial literacy refers to the understanding, capability, and self-confidence that one has in
handling personal financial matters effectively (Lusardi & Mitchell, 2014). However,
defining financial literacy is a task that is filled with difficulties because of the variety of
opinions on the subject and the constant changes in the financial system (Remund, 2010;
Worthington, 2016). Financial literacy is commonly defined as the capacity of using financial
knowledge and financial skills in personal finance. Lusardi and Mitchell (2014) define it as
the capability of understanding the economic information and make relevant decisions on
matters concerning financial planning, wealth, pension and credit. This broad definition also
emphasizes the need of not only learning the basic concepts of finance, but to be able to apply
them to one’s own financial situation for the rest of his life.

Chen and Volpe (1998) posit that financial literacy requires the understanding that is needed
in order to make appropriate financial decisions. Some of them posit that poor financial
literacy is linked with poor financial behaviours such as high levels of indebtedness and poor
financial management. In support of this view, Huston (2010) notes that financial literacy
might affect people’s capacity to make sound financial decisions and, therefore, their
financial outcomes. According to Lusardi (2019), financial literacy includes a range of

competencies: knowledge of financial matters, financial literacy and financial literacy. This



wide view includes even such simple skill as calculating the interest on a loan and as basic
financial skills that are needed to plan the future expenses and save money. In the same way,
Atkinson and Messy (2012) define financial literacy as the ability that has to do with financial
well-being such as budgeting, saving and managing of debts.

A more complex definition is given by Buckland (2010) who differentiates between two
aspects of financial literacy: a ‘narrow’ and a ‘broad’ one. In a narrow sense, financial literacy
refers to the ability to use the learned financial knowledge in a normative way. The second
meaning is more general and includes assessment of the financial systems, appreciation of
socio-economic circumstances and abilities such as bargain and risk taking (Buckland, 2010).
This view is in concordance with the demand that consumers are not only expected to gain
knowledge about financial products but also utilize them for enhancement of economic
welfare.

According to Lusardi and Mitchell in a study conducted in 2014, the level of financial literacy
determines the decisions that one makes regarding his or her finances and the behaviours that
the person embraces. From this relationship one is forced to conclude that financial literacy
is a very powerful determinant of financial and economic performance. This is supported by
Mandell (2008) who noted that the decision-making entails the evaluation of the different
financial assets and making of decisions that would be in the long-term benefits of the
business.

However, there are some criticisms that has been made by some scholars on the assessment
and use of financial literacy. Lusardi (2019) and Hung et al. (2009) have pointed out that the
financial literacy has been described as financial awareness and financial cognition. But not
only the definition and recognition of the financial concepts and ideas, but also the ability to
solve various problems with their help. For example, financial literacy is the act of releasing
financial details while financial education is the act of sharing the ascertained knowledge.
The Financial Consumer Agency of Canada defined financial literacy as the capacity to make
sound financial decisions and that would include knowledge, skill, and confidence. This
definition attached much importance to self-confidence as one of the sub-processes of the
financial management process that is a key part of the achievement of the financial fitness.
Nevertheless, this problem persists due to the fact that there is no commonly accepted
definition of financial literacy. This is because there are differences in the perception of what

is relevant and valuable knowledge and skills in the field of finance. Thus, with the growth



of financial markets and its tools, there is a necessity to create a stable and effective notion
of financial literacy that would reflect the economic reality of the present day (Fernandes et
al., 2014; Worthington, 2016). To put it in simple terms, financial literacy can be described
as the ability and knowledge of an individual or a community to manage finances properly;
however, the definition of the term is debatable among scholars and practitioners. The idea
encompasses knowledge of the financial concepts, use of such knowledge in the decision-
making process and the demonstration of confidence in financial activities. Given that the
nature of financial systems is constantly changing, the continued research and development
of the dominant definitions of financial literacy will prove essential to guaranteeing that
individuals can adequately engage and profit from the progressive changes to financial
environments (Lusardi & Mitchell, 2014).

Dimensions of Financial Literacy: Subjective vs. Objective

Financial literacy encompasses three critical dimensions: financial literacy, which
encompasses knowledge, behaviour and attitude (Banthia & Dey, 2022). These dimensions
are interrelated with each other that shape the ways people provide financial management
and monetary choices. Knowledge of these dimensions helps to comprehend the impact of

financial literacy on the management of personal finances and people’s economic condition.

Financial Knowledge

Financial knowledge forms the foundation of financial literacy. It refers to a person’s
awareness about some of the financial concerns such as expenditure, savings and investment
among other ones (Arifin, Kevin and Siswanto, 2017). Yahaya et al. (2019) in their recent
study reveal that enhanced FL influences the financial behaviour and attitudes. For example,
the study by Chowa, Despard & Osei-Akoto (2012) shows that individuals with high levels
of financial literacy have a better understanding of risks and the ability to make sound
investment decisions. They also get higher life satisfaction due to better financial regulation
and budgeting. This goes to show that there is need for improvement in the financial literacy

that is used in improving the ability to make proper financial decisions.

Financial Behavior

Financial behavior combines the principles of behavioral and cognitive psychology with the
conventional finance to explain why people may make undesirable financial decisions (Bai,

2023). It encompasses matters concerning the preparation of a budget, saving, investing and
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the management of credit. Studying shows that financial behavior is an immediate result of
financial knowledge and financial attitude. Those people who have sound financial literacy
and have favorable financial beliefs are more inclined to be financially responsible by paying
bills on time and making wise investment decisions (Moko, Sudiro and Kurniasari, 2022).
On the other hand, low financial literacy results in poor financial management and, therefore,

increased financial pressure (Lusardi, 2019).

Financial Attitude

Financial attitude can be defined as the perception that a person has regarding the
management of financial affairs. It shows how those individual handles and perceives
financial difficulties and choices, which defines his or her financial conduct (Ameliawati and
Setiyani, 2018). Overall financial well-being is usually improved when a person assumes a
positive financial outlook and approaches financial problems and issues in a positive way
(Adiputra and Patricia, 2019). On the other hand, negative financial attitude results to
reckless expenditure and poor financial management (Sugiyanto, 2019). Therefore, it is
necessary to build a positive financial attitude to be able to manage one’s financial resources
well and attain financial sustainability in the long run.

Thus, the interaction of financial knowledge, financial behavior, and financial attitude is
crucial for the study of financial literacy. Research reveals that regardless of the level of
financial literacy, one will not engage in good financial behaviours if the financial attitude is
negative (Mireku, Appiah and Agana 2023). For instance, while the level of financial literacy
is high, the attitude towards financial planning is negative; this implies that even if one is
financially literate, he or she cannot manage his or her finances properly (Jali et al., 2023).
On the other hand, positive attitude towards it even if there is no enough knowledge about it
will lead to right decisions concerning finances provided there is enough knowledge and

financial tools.

Financial Literacy: Subjective Aspects

Subjective Financial Literacy (SFL) is an understanding of the extent to which an individual
feels financially literate. Subjective factor is also crucial in explaining how people manage
their financial condition, and their financial position in general (Koskelainen et al., 2023).
Several studies have indicated that SFL could be a better predictor of financial behaviour
than the actual content knowledge. Woodyard and Robb (2016) therefore asserted that

perhaps, the more structured and standardized measures of financial literacy may not be as
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effective in the prediction of future financial behaviors or choices as the more individual and
created ones. This assertion emphasizes the notion that perceptions of financial competence
are the primary determinants of financial actions and financial mentality. However, to gain a
more complete understanding of the concept under consideration, it is imperative to consider
both, the subjective and the objective characteristics of financial literacy. In the same study,
Allgood and Walstad (2016) also stressed that using both factual and self-report data would
give a better picture of the respondents’ financial literacy, beliefs and self-confidence. This
approach is particularly relevant especially in the case of the impact of financial literacy,
which is comprised of elements such as, e-banking.

A few studies published more recently provide some information about the subjective side
of financial literacy. For instance, Morgan and Trinh (2020) also noted that there was a
positive relationship between financial literacy and awareness of fintech in Vietnam, albeit
moderate with regard to the usage of fintech, which suggests that the perceived level of
financial literacy may influence the use of fintech in another way. Yet, as Jinger and
Mietzner (2020) also noted, the extent of trust in technology and financial knowledge
impacted the German consumers’ choice of fintech, which implies that objective financial
literacy affects technology adoption. It is therefore seen that SFL involvement is not only
restricted to the financial behavior; it influences the financial satisfaction and consequently
the financial health. Using the study by Lind et al. (2020), it was established that there is a
positive correlation between the subjective financial literacy or the self-assessed financial
knowledge and different aspects of financial well-being such as financial strain and financial
resilience. In support of this finding, Woodyard and Robb (2016) conducted a study and
realized that those with higher level of subjective financial knowledge were more likely to
express higher level of satisfaction in their financial status than those with higher objective
financial knowledge but low subjective self-confidence.

When it comes to the use of digital banking products by the rural people in India, the notion
of financial literacy, specifically the subjective component, is rather appropriate.
Nevertheless, rural population is still lower in terms of adoption of digital financial
instruments, this can be due to the lack of objective knowledge and the perception of the
same can also be lacking (Yang, Wu and Huang, 2023). Of such challenges, one could be the
lack of confidence and trust that customers have in the digital banking platforms (Chan et al.,

2022). Chan et al. (2022) notes that there is a likelihood of skepticism that may affect the
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uptake of the fintech, and the level of financial knowledge does improve the level of trust in
the fintech. Skepticism arising from perceived financial literacy can therefore be a barrier to
the uptake of digital banking services. The above-mentioned problem of India depicts the
actual and the perceived state of financial literacy. For example, objective financial literacy
at the rural population is low, but subjective perceived financial self-efficacy is not.
Analyzing the results that were received during the study conducted by the NCFE in 2019, it
was found out that only 27% of the respondents reached the minimum level of financial
literacy; nevertheless, regional differences were revealed in terms of objective knowledge
and self-efficiency. This gap therefore has to be addressed with more real financial literacy
programs that could correspond to the perceived as well as the real knowledge that would
enhance the use of digital banking. Noticeably, the subjective financial literacy is most
important for the rural people of India for boosting the level of subjective financial self-
efficacy to increase the utility of the digital banking, as well as the financial health of the
people (Mandal and Garima, 2023).

Financial Literacy: Objective Aspects

The objective financial literacy (OFL) can be defined as a level of financial literacy an
individual has obtained (Nejad and Javid, 2018). Thus, it is possible to suggest the following
tests in order to assess the degree of efficiency of OFL in the given context, namely, the
standardized ones and questionnaires that would provide numerical references for the
approximate level of financial literacy. The literature review in this research study reveals
that decision makers who have higher OFL are more accountable for their decisions
(Woodyard & Robb, 2011). For instance, the finding by Hadar et al (2013) reveals that higher
OFL is associated with lower risk taking in the investments and this provides evidence that
improved financial literacy results to more cautious financial behaviors.

OFL is quite useful particularly for handling the rural people of India with a lot of value. This
accounts for the disparity in the extent of financial literacy, in which people are likely to
participate in the utilization of financial instrument and/or service in different measures. For
example, in the NCFE (2019) survey, in addition to 49% of the respondents passing the
minimum score in objective financial literacy, many of them still remain under informed.
This can be evidenced by the fact that rural households do not incur much on the digital
banking solutions because they cannot afford to learn more about it because of their low OFL.

One should note that the improvement of the objective financial literacy is not only the
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financial choice but also the financial behaviour. Based on the work conducted by Ramalho
and Forte (2019), OFL has a direct impact and an indirect impact on financial behaviour. In
particular, OFL enhances the ability to make appropriate financial decisions, thereby
eradicating credit outside the conventional financial institutions, which is prevalent in the
rural regions of India. This relationship also highlights the necessity to improve OFL to
improve the financial literacy so as to improve the utilization of the formal financial services
(RBI Household Finance Committee, 2017). According to the RBI Household Finance
Committee (2017), the demand for financial products in the rural areas is still very low, and
this is an indication that there is a lack of financial literacy that can be addressed by increasing
OFL.

Recent research also supports the notion that increasing OFL leads to better financial
performance. Besides, there was a positive relationship between OFL and the financial status
including increased rates of having an emergency fund and better management of the finances
as highlighted by Allgood and Walstad (2013). The result of this study will be of utmost
benefit to the rural people of India as the enhancement of OFL can lead to better financial
stability and also increase the use of digital banking services. OFL plays a crucial role in the
financial flow and decision-making. The influence of OFL on the use of digital banking
services among the rural people of India also points towards the direction that there is a
requirement of enhancing OFL through effective financial literacy campaigns. In this way,
the identified gaps in financial literacy can help policymakers and financial institutions to
promote the use of digital banking and other formal financial services to increase financial
inclusion and stability in rural regions.

Table 1: Comparative Analysis of Subjective and Objective Financial Literacy

Author(s) Focus Area Key Findings

Lusardi & Objective Higher financial literacy levels are associated with

Mitchell (2014) | Financial better financial behaviors and decision-making
Literacy abilities.

Chen & Volpe | Objective Financial literacy is crucial for sound financial

(1998) Financial decision-making and is linked to problematic
Literacy financial behaviors when lacking.

Woodyard & Subjective Subjective perceptions of financial capability are

Robb (2016) Financial strong predictors of financial behaviors and
Literacy decision-making.

Morgan & Subjective Subjective financial knowledge influences fintech

Trinh (2020) Financial awareness and adoption differently based on
Literacy individual perceptions.
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Nejad & Javid | Objective Objective financial literacy is a measurable factor
(2018) Financial that affects financial behavior, with higher literacy
Literacy reducing risky financial behaviors.
Koskelainen et | Subjective Subjective financial literacy is pivotal for
al. (2023) Financial understanding financial behaviors and well-being,
Literacy often predicting financial outcomes better than
objective measures.

Digital Banking and Financial Literacy in Rural India

The integration of digital technology in the financial sector has revolutionalised the banking
system across the world, making traditional banking almost irrelevant in some parts of the
world (Werth et al., 2020). In India too, this change has been quite evident, and more and
more people are opting for digital banking. However, the use of mobile banking in the rural
areas of India shows the synthesis between the modern technology and financial literacy
(Sindakis and Showkat, 2024). Digital banking in India has progressed significantly over the
past decade. The Digital India initiative, launched in 2015, aimed to enhance digital
infrastructure and literacy across the country (IBEF, 2015). As of 2023, India ranks 49th on
the Inclusive Internet Index (Arora, 2021), indicating a substantial but uneven growth in
digital accessibility. The 'Report on Currency and Finance (RCF) for the year 2023-24'
reveals that rural areas, where 46% of the population are wireless phone subscribers and 54%
are active internet users, are witnessing significant digital inclusion. With over two lakh gram
panchayats connected via BharatNet, and a substantial portion of FinTech consumers and
digital payment users originating from these regions, rural areas are crucial in narrowing the
digital divide and advancing India's digital economy (Report on Currency and Finance
(RCF), 2024).
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Mobile banking, in particular, has witnessed explosive growth, with transactions in rural
India increasing by over 200% in the past three years (Assocham & PwC, 2022; Patil, 2024).
This surge underscores the transformative potential of digital banking for rural populations.
However, the benefits of digital banking are not uniformly distributed. Despite numerous
government initiatives, including the Pradhan Mantri Gramin Digital Saksharta Abhiyan
(PMGDISHA) and the Vittiya Saksharta Abhiyan (VISAKA), challenges persist (Prasad
Meghwal & Dayama, 2018). These programs aim to improve digital literacy among rural
populations, but their effectiveness is hindered by various factors.

One of the main challenges to adopting digital banking in rural areas of India is the poor level
of financial digital literacy. Another study by Nedungadi and colleagues found that many
rural consumers lack the fundamental understanding of digital finance, which hampers their
interaction with digital banking (Nedungadi et al., 2018). This illiteracy is further worsened
by a poor internet connection which although has had improvement is still a problem.
According to the Telecom Regulatory Authority of India (TRAI) while the Internet is widely

used in rural areas with the Internet usage being 33% the usage in the urban areas is 99%
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(TRALI, 2020). This digital divide limits people’s ability to access online banking and hinders
the development of digital banking solutions.

However, there are other factors that make financial literacy even worse among the rural
populations; these include language barriers and the reluctance of the rural population to use
digital technologies. Most of the digital banking applications are developed in English or
Hindi for users who are not so fluent in these languages are at a disadvantage (Singh & Malik,
2019). Also, the issues of fraud and insecurity are other factors that dissuade the users from
adopting digital banking solutions especially those from the rural areas. Nallainathan (2021)
found out that, rural people avoid online shopping due to the following reasons; fear of being
scammed, lack of adequate knowledge regarding cybersecurity. These are challenges that can
only be overcome by a complex solution. Measures that increase digital environment quality,
for instance, increasing broadband connection, should be taken to increase digital banking
penetration in the rural regions. Furthermore, it is possible to create unique financial literacy
programs that will consider the needs and languages of local populations and help rural
inhabitants to navigate digital finance services. With advancements in digital banking, it will
be important in the future to make sure that the rural people are adequately trained and

informed to attain total financial literacy.

Importance of Financial Literacy for Digital Banking Adoption

Digital banking has remained to be incorporated into the society because of the enhancement
of 4.0 technology and the growing number of people using mobile telecommunication
(Kuswandi et al., 2022). The instruments of financial have evolved into multiple, easily
accessible and timely saving for the hassles of handling cash. This is especially the case of
the countries like India where the digital economy is expected to account for 20% of the GDP
by 2026 from the current 10% (The Economic Times, 2023).

The knowledge of financial concepts in the populace influences the level of adoption and
usage of digital banking services. An informed consumer is capable of grasping the
complexities of the digital financial instruments and to make proper decisions as to their
financial state. As per the current statistics, it is evident that financial literacy leads to lower
vulnerability to financial fraud, better handling of debts, and improved investment decisions
(Sabri et al., 2023). However, when people have low levels of financial literacy, they can
hardly maximize on utilization of the digital banking services, hence their economic welfare

and financial security may be impacted (Lusardi & Tufano, 2015). As a result, the study



17

introduces the concept of Digital financial literacy (DFL) as an integration of financial
literacy and digital literacy as a key factor for improving the level of digital banking in the
rural area. There is a new wave of financial services, digital financial services, which has
brought the feature of financial inclusion, but on the other hand, the use of these services
requires the user to be much more digitally savvy (Tony & Desai, 2020). With an increased
adoption of mobile banking applications, people have to not only possess elementary
financial literacy but also skills in handling mobile technologies like smartphones and tablets
for proper handling of their finances (Carlin et al., 2019). In rural India, people remain
financially illiterate as compared to their urban counterparts and the advent of the digital
banking system is a boon as well as bane. According to recent statistics, more than 50% of
FinTech consumers are from semi-urban and rural areas showing the great future of digital
banking in these areas (Ammar & Ahmed, 2016).

Empirical evidence points to the fact that enhancing financial literacy in rural households is
essential for optimal outcomes in digital banking. Research has also established that the level
of financial literacy affects an individual’s ability to save, invest and even support the
retirement phase (Morgan & Long, 2020). Similarly, the digital literacy increases the ability
of the users to undertake the several facets of mobile banking thus enhancing the accessibility
of the financial products. This paper used the OECD (2018) where he noted that digital
financial literacy should be included in policy initiatives to enhance the financial access and
economic growth.

Thus, to overcome these challenges, it is crucial to consider both goals and attitudes to
financial literacy in the context of digital banking. Objective aspects include; availability of
financial education programs and material for the rural people which will improve their
knowledge on the digital finance tools and services. Subjective factors include enhancing
users’ trust and ease in using digital technologies and this can be done by having good
interfaces and customer service (Gurtner et al., 2014; Hanafizadeh et al., 2014). The level of
financial literacy is central to the adoption of digital banking in that its lack is more prevalent
in the rural areas where the digital gap is large. Through the improvement of financial and
digital literacy, the rural people can effectively interact with digital financial services hence

improving the economic status and financial access.
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Theoretical Models Related to Financial Literacy and Digital Banking

Digital transformation is gradually affecting different industries, and the financial industry is
no exception. Conventional banking is not easily available in rural belts of India and hence
digital banking is a viable solution. Nevertheless, the extent of the digital banking revolution
in these areas depends on financial literacy (Subbarayan, Banerjee and Poornima, 2023).
Digital banking tools require the understanding of financial concepts and the ability to
manage them, which is defined as financial literacy (Lusardi & Mitchell, 2019). Campbell et
al., (2011) have found out that, there is a positive relationship between financial literacy and
ability to use digital financial services, risks management, and decision making. The
combination of digital literacy with financial literacy is most appropriate in the case of digital
banking. Digital literacy encompasses the efficient use of technologies such as smart phones
and internet applications which are crucial in the use of digital financial services (Carlin et
al., 2019). In the case of rural users, and especially in developing countries, technology
adoption is a challenge and digital literacy becomes a hindrance to the incorporation of digital
banking services (Vogels & Anderson, 2019). Hence, digital literacy is as important as the
financial literacy in the promotion of digital banking.

Theoretical frameworks including the Unified Theory of Acceptance and Use of Technology
(UTAUT) form a basis through which the impact of financial and digital literacy on the use
of digital banking can be explained (Rahi, Abd. Ghani and Hafaz Ngah, 2019). UTAUT
assumes that performance expectancy, effort expectancy and social influence are the critical
factors influencing adoption of technology. However, in the case of digital banking the above
factors are mitigated by financial and digital literacy. For example, higher financial literacy
would make the perception of digital banking as valuable and easy to use thus improving
adoption levels (Jadil, Rana and Dwivedi, 2021). In this study, the factors that define the
level of digital banking by the rural population of India are financial and digital literacy.
Financial literacy empowers a person with the necessary knowledge to manage his/her
financial affairs effectively while digital literacy empowers a person to use an item of
technology effectively. Educating people and implementing policies that will improve both
forms of literacy will help to drive the increased take up of digital banking and therefore

increase the level of financial inclusion in rural regions of India.
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Research Gaps in Financial Literacy and Digital Banking

While the existence of digital banking in India is growing fast, there is still a lack of empirical
literature on the impact of financial literacy in the adoption of digital banking, especially in
rural regions. Although the banking services have been digitized and mobile applications and
digital payment platforms have been launched (Murinde et al., 2022; Alsmadi et al., 2023),
the financial literacy levels are still a major factor affecting the uptake (Kukreja et al., 2021).
Previous studies pay more attention to the technological and structural developments rather
than addressing the issue of financial literacy (Chan et al., 2022). Most of the studies are done
on urban samples or larger samples and there is a dearth of research on the issues that rural
population of India goes through (Kukreja et al., 2021). This is rather surprising especially
given that rural customers are likely to have low financial literacy and, therefore, experience
challenges towards embracing digital banking (Murinde et al., 2022). The second significant
gap that has been established is that there is no review study that could compare both the
attitudinal and the behavioural approach to financial literacy in the context of digital banking.
Subjective financial literacy can be defined as respondent’s perception of his or her level of
financial skills while on the other hand, a measure of actual knowledge is often referred to as
objective financial literacy (Koskelainen et al., 2023; Nejad and Javid, 2018). This means
that there is need to further conduct research to establish the relationship between these
dimensions and the extent of utilization of digital banking by the rural clients.

Furthermore, there is a limited empirical literature on the comparative efficacy of various
financial education interventions to address the divide and to translate the consumers’
financial literacy and understanding of the new mode of banking for the rural consumer’s
segment in India. With regard to this gap, there is a need to fill the above-discussed policy
and intervention gap for enhancing financial literacy and facilitate the underbanked
population in the use of digital banking solutions (Yang, Wu, and Huang, 2023). Future
research should be conducted on this cross-section to establish other factors that have

hindered the growth of digital financial services in the rural areas.

Hypothesis Development

Hypothesis 1: Subjective financial literacy and digital banking adoption among rural
populations in India.

Subjective financial literacy, or an individual's self-assessment of their financial knowledge,

can also influence digital banking adoption. his form of literacy involves the level of
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confidence one has in handling financial issues and the use of technology (Lusardi &
Mitchell, 2014). Customers who believe they have the necessary financial literacy are willing
to use the online banking services, they think they can handle their finances well online
(Gerrans et al., 2014). This self-confidence can result in increased usage rates as customers
feel at ease in managing their digital banking channels and in making financial transactions
on the Internet (Hastings & Tejeda-Ashton, 2008). For the rural population of India,
improving the level of SFL could, therefore, be one of the ways of increasing the uptake of
digital banking since it is in tandem with their perceived capability of using such technologies
(Wood & Zaichkowsky, 2004). Therefore, this hypothesis asserts that higher levels of
subjective financial literacy are positively associated with the adoption of digital banking
among these communities.

HI: Subjective financial literacy is positively associated with digital banking adoption

among rural populations in India.

Hypothesis 2: Objective financial literacy is positively associated with digital banking
adoption among rural populations in India.

The objective financial literacy that relates to the factual knowledge about financial products,
concepts, and services have a considerable impact on digital banking. Some of the studies
done have provided evidence that enhanced objective amount of financial literacy is helpful
in comprehending and using the e-banking gadgets (Chen & Volpe, 1998). This is even more
so in the Indian rural setting where the use of Digital Banking is still poor because of poor
Financial literacy (Lusardi & Mitchell, 2014). The financial literacy at higher level is helpful
to attain the required skills to deal with the digital context which raises the readiness of people
to use the particular services (Beck et al., 2016). The consumers in the rural areas will readily
adopt digital banking since they have prior understanding in matters financial and they are
aware of the significance and operations of the digital banking (Muiruri et al., 2020).
Therefore, this hypothesis posits that objective financial literacy positively impacts the
likelihood of digital banking adoption among rural populations.

H?2: Objective financial literacy is positively associated with digital banking adoption among

rural populations in India.
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METHODOLOGY

This chapter explains how the study was conducted by using the research onion as a guide as
suggested by Saunders, Lewis and Thornhill. This framework will help in the conduct of the
research through the identification of the research philosophy, approach, strategy, and
method. The points to be addressed are the research methodology, instruments, and the issues
of ethical considerations, which give the description of the study process and make the results

more reliable.

Conceptual Framework and Theoretical Models

Conceptual framework is a significant aspect in the process of structuring research as it serves
as a link between the theoretical and empirical perspectives as well as assists in analyzing
the findings of the research. It gives insight on the relationship of some concepts and how
they aid in solving research questions (Adom, Hussein and Adu-Agyem, 2018). In the context
of digital banking adoption among rural populations in India, the conceptual framework
integrates two primary variables: financial inclusion which can be defined as the digital
banking adoption which is the dependent variable and financial literacy: The objective and
subjective financial literacy as the independent variable. However financial literacy is
categorized into two components, these being the objective financial literacy and the
subjective financial literacy. The first of them is the test of a person’s financial knowledge
as far as the amount of facts (Nejad and Javid, 2018), the second one is the rating given by
the person to his/her financial literacy (Hadar, Sood and Fox, 2013). Thus, the outlined
relationships make it possible to present the conceptual framework as a systematic approach
to studying the effects of financial literacy on the adoption of digital banking. It helps in
identifying which of the two concepts, enhanced objective financial literacy or superior self-
perceived financial literacy helps in increasing the usage of the digital banking services. In
addition, the framework allows the researchers to evaluate the state of knowledge and if the
current frameworks fail to account for the findings, it allows the researchers to propose new

knowledge or theory.
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Figure 2: Conceptual Framework (Created by Author)

Theoretical Models

Technology acceptance model and its four components form the foundation for the
components of financial and digital literacy in the framework. One of the models is the
Unified Theory of Acceptance and Use of Technology (UTAUT) model. UTAUT, developed
by Venkatesh et al. (2003), identifies four key constructs: These four factors include
performance expectancy, effort expectancy, social influence and facilitating condition. These
constructs are also moderated by individual characteristics including financial and numeracy
skills.

1. Performance Expectancy: This assessment is in connection to the perceived
advantage of using technology in a venture with the aim of enhancing efficiency or
productivity at the workplace. This means that within the digital banking context, the
financially intelligent are predisposed to perceiving the services as possessing higher
utility and therefore the boost to the uptake of the services.

2. Effort Expectancy: This has to do with the usability factor that comes with a

particular technology. Digital literacy affects effort expectancy; those who have a
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better understanding of technology will find digital banking easier to use hence
improving the level of adoption.

3. Social Influence: This construct looks at how the social networks and peer pressure
affect the use of technologies. Within the rural setting, social influence might be
moderated by the local leaders or the trainers of the financial literacy who support
digital banking.

4. Facilitating Conditions: These are the resources and support systems that are
available to support technology integration. In the rural areas of India, there is a lack
of technological infrastructure which poses a problem for digital banking. Therefore,
increasing the digital facilities is inevitable.

The application of these theories further emphasizes the need to consider financial and digital
literacy to enhance digital banking. In the context of rural India where the facilities of
financial inclusion are scarce, improving the financial literacy may assist in making right
choices regarding digital banking. However, it is also crucial to address barriers that are
associated with the technology adoption to improve the digital literacy (Subbarayan,
Banerjee & Poornima, 2023). The gap between these variables can only be closed by
educational programs which focus on financial and digital literacy. For example, programs
that teach financial literacy together with hands-on practice of how to use and access digital
banking tools can enable the users to harness the digital banking services. Policies and
community initiatives related to the use of public services should aim at enhancing the quality
of digital resources and offering the financial and digital tools (Campbell et al., 2011).

Therefore, the conceptual framework and theoretical models offer a clear perception of the
factors that impact the digital banking adoption among rural dwellers in India. With financial
and digital literacy incorporated into these frameworks, researchers and policymakers will
be able to design contextualized interventions for increasing the use of digital banking

services and improving financial access.

Research Onion

Saunders, Lewis, and Thornhill (2019) have developed a research onion to guide the research
process and divide it into layers to cover all aspects. The outermost layer, research
philosophy, refers to the assumptions made on reality (ontology) and knowledge
(epistemology) of the study. In this research, positivism is the philosophy that is used, which

is based on the principles of positivism that focus on the material reality.
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The next layer is research approach which focuses on the manner in which knowledge is
developed, and in this case is deductive. This approach validates theories and hypotheses and
enables creation of prediction based on the concepts developed. Going further to the internal
strategy, the research strategy defines the approaches to data gathering and analysis. Here,
one of the survey strategies is chosen to collect quantitative data on financial literacy and
digital banking.

These layers are the innermost and they deal with data collection techniques and data analysis
techniques. In this study, quantitative data is obtained through structured questionnaires to
assess the level of financial literacy and its influence on digital banking. It will then be

followed by statistical analysis to support hypothesis testing and other analytical works.
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Figure 3: Research Onion (Saunders et al., 2019)

This study seeks to establish the following research question: How does financial literacy
impact the use of digital banking by inhabitants of rural regions in India? Thus, the study is
underpinned by a positivist epistemology and a deductive research strategy with the aim of
providing a quantitative and factual understanding of how financial literacy levels impact on

the adoption of digital banking services in the rural context.

Research Design
Research design can be defined as a well-thought-out plan that aims at solving certain

research questions, handling data in the best way possible, and coordinating the different
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factors and methods of data collection and analysis (Saunders, Lewis, & Thornhill, 2019). It
involved decisions concerning the type of study to be carried out which included decisions
between descriptive, correlational or experimental research in addition to defining the sub
categories of the study type selected such as the descriptive-longitudinal case study. It also
entails development of hypotheses and choice of the method of data collection and analysis
(Creswell, 2014).

The study used descriptive research design where the researcher aims at describing and
recording the research topic at his or her own free will. This approach facilitated the search
for patterns and trends in the data collected since effects of financial literacy on the use of
digital banking were grouped at different levels. The design allowed the study to offer some

findings and add to the knowledgebase regarding the financial behaviours in the rural areas.

Research Philosophy

This research philosophy affected the research by describing how the research questions were
defined and pursued (Tsang, 2016). As for the current study, positivism was adopted as the
research philosophy. Positivism also emphasizes on empirical, factual and statistical research
tools that are in line with systematic scientific research. This philosophy also supported the
use of a large sample and measurement that incorporated numeracy to increase the reliability
of the study findings. Therefore, the positivism approach of only focusing on the quantitative
factors and the numbers enabled the study to establish the impact of financial literacy on the
use of digital banking among the rural people of India. This approach enabled an objective
analysis of the connection between the levels of financial literacy and the extent of digital
banking adoption as all the conclusions were based on numerical data and the results of the

application of specific, proven methods.

Research Approach

There are basically two broad categories of research approaches, which include the inductive
research approaches and the deductive research approaches. The inductive approach works
in the opposite way, that is, it starts from particulars, observations, or data and then builds up
generalizations or theories. It stresses the process of deriving theoretical knowledge from
more general propositions by going up from specific cases (Trochim, 2006). This method is
inductive and develops theories from the patterns and results of a study. On the other hand,
the deductive approach assumes a general theory or hypothesis to be true and tries to prove

it by means of empirical data. This method is characterized by the potential of moving from



26

the general to specific in order to justify or refute the theory under consideration (Creswell
and Plano Clark, 2007). It is mostly used in research that seeks to assess the validity of
theories that have been developed after careful analysis and data collection.

In this study, the deductive approach was used because this approach allows for testing the
existing theories within the context of financial literacy and digital banking adoption. This
method was useful to employ because it was possible to start with an assumed hypothesis of
the effects of financial literacy and assess it in light of the data obtained from the rural

population in India.

Research Strategy

A research strategy is a carefully coordinated plan of the approach that is going to be taken
in carrying out a study in order to address the research questions and to meet the objectives
of the research. Saunders et al. (2012) have pointed out that there are several methods and
they include experiments, surveys, case studies, and action research each of which is
appropriate when undertaking certain types of research and for certain kind of data. The type
of strategy to be adopted depends on the goals of the study, the kind of data that is required
and the questions that are being asked.

For the purpose of this study, survey-based approach was used. This approach was chosen
because the focus of the study is on the effects of financial literacy on the use of digital
banking services by the rural population in India; when identifying these effects, it is
necessary to collect a large amount of quantitative data from many participants at a time. It
is easy to gather data through surveys as it is normally in a standard form that can be analyzed
statistically to reveal certain patterns or relationship. This method is compatible with the
objective of this study in that it aims at developing hypotheses and measuring the degree of
relationships between variables. By so doing the research could be in a position to arrive at

a conclusive and accurate result with regards to the rural population.

Methodological Choice

The methodological decision defines the points of view on the study and the paradigm
suitable for the tasks of a particular research and the type of data to be used. Therefore, the
most appropriate approach of performing this study was to use a quantitative research
approach. Collis and Hussey (2013) define quantitative research as a method that involves
the use of numbers and figures in the analysis of data with the view of either supporting or

negating hypothesis and trends. It is most appropriate for research that is meant to evaluate
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the level of occurrence of various phenomena and establish general averages from large data
samples.

Quantitative method can be applied in the framework of the study to analyze the correlation
between financial literacy and digital banking adoption among the rural population in India
because it allows for the systematic collection of data from a large number of respondents.
This enables the assessment of variables like financial literacy and its link with the adoption
of digital banking. Through the use of statistical analysis, the study seeks to establish the
direction and strength of the relationships hence providing an objective and generalizable
analysis on the factors influencing the adoption of digital banking among the rural populace.
It aligns with the study’s goal to provide empirical evidence and detailed results that are

based on reliable methods.

Time Horizon

The time horizon in research defines where in the time line data is collected and analyzed
and therefore determines the nature of the study. It generally falls into two categories:
longitudinal and cross-sectional (Saunders et al., 2012). A longitudinal design involves the
evaluation of the same subjects or phenomena at different time intervals, which provides
knowledge of how the variables evolve. This method is especially useful when looking at the
patterns and even more when studying the effects that temporal factors have on the
considered variables (Caruana et al., 2015).

Therefore, a cross-sectional time horizon is considered appropriate for this study. This entails
gathering information at a particular time; therefore, it offers only the cross-sectional data on
the current state of financial literacy and digital banking. Cross-sectional research design
allows for the comparison of various groups in the sample and is appropriate in establishing
various patterns and relationships at a given point in time. This choice aligns with the
objectives of the study which is to assess the impact of financial literacy on the adoption of

digital banking as of the current time without having to make the comparison at a later time.

Data Collection and Analysis

Data Collection Tools and Procedures

In this study the quantitative data was mainly administered through structured questionnaire.
This questionnaire had close-ended questions which used Likert scale in order to measure
the level of the participant’s opinion on various statements concerning digital banking. The

questions developed were in such a way that it would measure perceived usefulness,
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perceived ease of use and perceived security of the digital banking services. This approach
made the data collected to be systematic and measurable thus enabling an effective

assessment of factors that lead to the adoption of digital banking by the rural people in India.

Study Area

The survey was conducted only in rural areas of India so that the results could be compared
with the urban areas where the use of digital banking is high and people are more financially
literate. To achieve these objectives, the research targeted the rural areas since it aimed at
getting the experiences of digital banking in somewhat less developed regions. It allowed the
research to focus on the role of financial literacy when it comes to the use of the digital

banking services and provided more details about the rural consumers.

Sample Size

The method of Green (1991) was utilized to calculate sample size, which was calculated as
50 plus 8 times the number of independent variables. Since there are two independent
variables, this led to a recommended sample size of 66.

Sample size =[50 + 8(2)] = 66
Therefore, with regard to the practical consideration, the final sample size was chosen to be

70 to 100 participants.

Research Population and Sampling Procedures

The study aimed at the rural people of India, particularly those who use digital banking
services. To achieve this, convenience sampling was used whereby data was collected from
participants who were easily accessible and willing to participate. This approach enabled the
gathering of data from the targeted rural areas in an efficient manner and also ensured that
the sample comprised of the various subgroups of people who are in touch with the digital

banking services.

Study Phases

The current study was carried out in one phase design, which included the design phase, data
collection phase, analysis phase and the reporting phase. First, a specific survey instrument
was developed to capture the rural Indian people’s attitude towards digital banking. The
further procedure included the distribution of online questionnaires to receive the feedback
from the target population. The analysis phase entailed the following activity; The activity

involved the process of analyzing the data in a bid to identify patterns that are associated with
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digital banking. Finally, a report was prepared in an effort to record the findings of the
research study. Time was managed by using a Gantt chart so that each of the phases was done

in the correct manner and within the correct timeframe.

Variables and Their Measurement

e Digital Banking Adoption Among Rural Populations in India: This variable
measures the extent to which rural populations in India are adopting digital banking
services. Adoption levels were assessed based on usage frequency, engagement with
digital banking features, and overall acceptance.

e Objective Financial Literacy: Objective financial literacy refers to the actual
knowledge of financial concepts and products. It was measured by evaluating
respondents’ understanding of basic financial terms and digital banking
functionalities through specific, factual questions.

e Subjective Financial Literacy: Subjective financial literacy pertains to individuals'
self-assessed understanding of financial matters. It was gauged using self-reported
ratings on confidence in managing personal finances and using digital banking tools,
measured through a Likert scale.

These variables were measured using a structured questionnaire with Likert scale items to

quantify perceptions and knowledge levels.

Statistical Analysis
In this study statistical analysis was carried out with the help of Statistical Package of Social

Science System (SPSS). The quantitative data was therefore described using frequencies and
percentages because it aimed at summarizing the data collected and other inferential methods
such as regression analysis were used in estimating the relationship between objective and
subjective financial literacy, digital banking adoption (Garth, 2008).

In this research, regression analysis was conducted to assess the relationship between
subjective and objective financial literacy (independent variables) and digital banking
adoption (dependent variable). The analysis used multiple linear regression to evaluate how
these variables predict digital banking usage among rural populations in India. The model
revealed that most variables related to subjective financial literacy were statistically
insignificant, indicating that self-assessed confidence in financial management does not
directly influence digital banking adoption. In contrast, objective financial literacy, such as

familiarity with digital payment methods and the ability to interpret bank statements, was
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significantly associated with increased digital banking adoption. These findings highlight the

need for practical financial education to boost digital banking usage.

Ethical Considerations

It is crucial to adhere to ethical principles when conducting research in order to maintain the
accuracy of data and results. In this study, ethical considerations were followed so that the
participants would be treated fairly in the research. Based on Saunders, Lewis, and Thornhill
(2019), the first ethical consideration was the informed consent. The participants were given
brief details on the nature of the study, what would be involved therein, possible hazards and
gains that may arise from the undertaking.

To ensure that participants’ information was not exposed, responses were kept anonymous
and data collected stored securely. The study also followed the ethical consideration by
asking the respondents to participate in the study willingly without any coercion and that the
respondent could decline to continue with the study whenever they wished to. Also, the study
was carried out with some level of respect for culture and tradition especially given the fact
that all the participants were from rural areas. These ethical practices wanted to make certain

that the research was properly done and done in a proper manner to the people involved.
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FINDINGS

This chapter presents the findings of the study in relation to data analysis that was done using
the SPSS software. The type of analysis that will be performed are frequency distribution,
descriptive analysis, correlation analysis and regression analysis. The chapter will discuss
the results of these analyses which will further explain the relationship between financial
literacy and digital banking. It will also give a comparison of the findings that has been gotten
from the regression analysis with the hypothesis that has been postulated at the onset of the

whole process.

Frequency Analysis

Age of Respondents

The table below presents the age distribution of the respondents in the study and this indicates
that the sample used for the study is fairly representative of the different age groups. The
largest group of respondents are people of 18-25 years old and they account 40% of the
participants. This could be an indication that there is a greater proportion of young people in
the population hence they are more open to digital banking.

The second largest is the 26-35 years’ age group which represents 31 percent of the sample
population. This demographic is also important, which can be attributed to people who are
gradually becoming financially independent and might require digital banking services. The
36-45 age group is 14% of the sample and 46-55 age group is 12% of the sample. These age
brackets are moderately represented, which indicates that the use of digital banking is
expanding across the ages.

Lastly, the respondents who are 56 years old and above account for 3% of the total sample.
The lower percentage may be due to older population groups having less exposure or concern
for digital banking. In conclusion, the sample is inclusive of different age groups, which may
help in comparing the effects of financial literacy on digital banking uptake across different
age brackets in rural areas of India.

Table 2: Age of Respondents

Frequen  Percen Valid Cumulative
cy t Percent Percent
Valid 18-25 40 40.0 40.0 40.0
26-35 31 31.0 31.0 71.0
36-45 14 14.0 14.0 85.0

46-55 12 12.0 12.0 97.0
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56 and 3 3.0 3.0 100.0
above
Total 100 100.0 100.0

Percent

18-25 26-35 36-45 46-55 56 and
above

Figure 4: Age of Respondents

Gender of Respondents

The gender distribution of respondents in the study is fairly equal with a marginal leaning
towards females. Out of the 100 participants, 45 are male while 50 are female, which is a
nearly equal distribution of both sexes.

Furthermore, 5% of the respondents chose the non-binary or did not wish to disclose their
gender option. This inclusion is an attempt to ensure that the study is sensitive to gender
diversity.

The gender distribution is also relatively equal, which means that the study conducted will
be able to capture the extent of the use of digital banking and financial literacy among
different gender categories. This balance makes sure that the study results do not have a bias
towards any gender and hence gives a clearer picture of how financial literacy influences
digital banking uptake among all the genders in the rural areas of India.

Table 3: Gender of Respondents

Frequency Percent Valid Percent Cumulative
Percent
Valid Male 45 45.0 45.0 45.0
Female 50 50.0 50.0 95.0
5.00 5 5.0 5.0 100.0

Total 100 100.0 100.0




33

Percent

Male Female 500

Figure 5: Gender of Respondents

Education Level of Respondents

The education level distribution of respondents in the study, indicates that a major chunk of
respondents has acquired higher levels of education. Out of the 100 participants, 72% have a
graduate degree or above. This infers that most of the respondents have attained higher
education hence the level of formal education among the sample is relatively high.

The remaining 1% of respondents have no formal education, 6% completed primary level
education, 12% completed secondary level education, and 9% completed higher secondary
level education. This distribution displays a very strong tendency towards higher education
with very limited presence of lower education.

This could be due to the fact that the sample contained a large number of graduates and above,
so the results are likely to be biased towards individuals with higher education. This
distribution should be taken into consideration when analyzing the relation between financial
literacy and the usage of digital banking since the subjects with higher education levels can
be characterized as more digitally and financially literate.

Table 4: Education Level of Respondents

Frequency Percent ~ Valid Percent Cumulative
Percent

Valid No formal education 1 1.0 1.0 1.0

Primary education 6 6.0 6.0 7.0

Secondary education 12 12.0 12.0 19.0

Higher secondary 9 9.0 9.0 28.0

education

Graduate and above 72 72.0 72.0 100.0

Total 100 100.0 100.0
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Mo formal Primary Secondary Higher Graduate
education education education secondary and above
education

Figure 6: Education Level of Respondents

Occupation of Respondents

The employment status of the respondents in the study, indicates the variety of occupations.
Of 100 participants, 44% are paid a salary, meaning they are likely to have a steady income
and possible access to financial instruments.

Unemployed and self-employed people represent 21 percent of the sample, which indicates
a significant number of people earning irregular income or having no steady job. Some 3%
of the respondents are farmers, which is reasonable given the rural setting of the study.
Additionally, other 11% of participants can be labeled as ‘Other’ this is a very broad category
that may contain almost any occupation.

This distribution reveals a wide range of employment experience among the participants
especially those who are wage and salary workers. Employment status is also diverse
important to consider when testing how the various working conditions can impact financial
literacy and the use of digital banking services.

Table 5: Occupation of Respondents

Frequency Percent Valid Percent Cumulative
Percent
Valid  Unemployed 21 21.0 21.0 21.0
Self-employed 21 21.0 21.0 42.0
Salaried 44 44.0 44.0 86.0
Farmer 3 3.0 3.0 89.0

Other 11 11.0 11.0 100.0
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Total 100 100.0 100.0

Percent

Unemployed Self- Salaried Farmer Other
employed

Figure 7: Occupation of Respondents

Monthly Household Income

The distribution of monthly household income of the respondents in the study, indicates the
various financial status. A large number of 42% participants earn more than 340,000 per
month, which confirms the higher income group in the sample. This implies that a significant
proportion of the rural population in the study possesses relatively stable livelihood assets.
On the other hand, 10% of the respondents have a monthly income of less than 310,000,
which is considered as low income group. The rest of the participants seem to be fairly
divided across the other income categories: 13% earning between 10,000 and 20,000, 15%
between 320,001 and %30,000, and 20% between Z30,001 and 40,000. This income
distribution shows the economic heterogeneity of the respondents, which is crucial when
considering how different income levels may affect the financial literacy and the usage of
digital banking services.

Table 6: Monthly Household Income

Frequency Percent Valid Percent Cumulative
Percent
Valid  Less than 10,000 10 10.0 10.0 10.0
10,000 - 20,000 13 13.0 13.0 23.0
20,001 - 30,000 15 15.0 15.0 38.0
30,001 - 40,000 20 20.0 20.0 58.0

Above 40,000 42 42.0 42.0 100.0
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Total 100 100.0 100.0

Percent

Less than 10,000 - 20,001 - 30001 - Above
10,000 20,000 30,000 40,000 40,000

Figure 8: Monthly Household Income

Access to Internet

The table on "Access to Internet" shows that 100% of respondents have access to the internet.
This complete access rate indicates that all participants in the study can potentially engage
with digital platforms and services, including digital banking. The uniformity in internet

access is crucial for evaluating the adoption of digital banking services, as it ensures that the
entire sample can interact with online financial tools.

Table 7: Access to Internet

Frequen  Percen Valid Cumulative
cy t Percent Percent
Vali  Yes 100 100.0 100.0 100.0

d

Percent
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Figure 9: Access to Internet

Use of Digital Banking Services

Below table reveals that 96% of respondents actively use digital banking services. This high
adoption rate suggests widespread acceptance and use of digital banking among the sample
population. Only 4% of respondents do not use these services, indicating that digital banking
has penetrated almost all segments of the surveyed group, which is essential for analyzing
the impact of financial literacy on digital banking adoption.

Table 8: Use of Digital Banking Services

Frequency Percent Valid Percent Cumulative
Percent
Valid Yes 96 96.0 96.0 96.0
No 4 4.0 4.0 100.0
Total 100 100.0 100.0

Percent

Yes MNo
Figure 10: Use of Digital Banking Services

Descriptive Analysis

The descriptive statistics reveal key insights into the dataset for the study on digital banking
adoption and financial literacy among rural populations in India as detailed in table 9 below.
The age of respondents ranges from 1 (18-25 years) to 5 (56 and above), with a mean of
2.0700, indicating that the majority of participants were in the younger age groups. The
standard deviation of 1.13933 suggests moderate variation in age distribution.

Regarding gender, the data shows a mean of 1.7000, with values ranging from 1 (Male) to 5
(Other). The standard deviation of 0.90453 indicates that while most respondents identified

as male, there is some representation of other gender categories.
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For education level, the mean of 4.4500 indicates that most respondents had at least a
graduate degree. The standard deviation of 0.98857 reflects less variability, suggesting a
relatively homogenous educational background among the participants.

The occupation variable has a mean of 2.6200, with a standard deviation of 1.17877. This
suggests a mix of self-employed and salaried individuals, with a few in farming or other
occupations, showing a varied occupational profile among the respondents.

The monthly household income data shows a mean of 3.7100, with values spanning from
less than 10,000 to above 40,000. The standard deviation of 1.38750 indicates a broad range
of income levels among the participants, suggesting varied economic backgrounds.

For subjective financial literacy, the mean score of 3.6360 and standard deviation of
0.86474 reflect a moderate level of perceived financial knowledge among respondents.
Similarly, objective financial literacy has a mean of 3.6680 with a standard deviation of
0.86933, indicating that participants generally feel confident in their actual financial
knowledge.

Finally, digital banking adoption has a mean of 3.9680 and a standard deviation of 0.86303,
suggesting that most respondents have a positive inclination towards digital banking, with
some variability in their adoption levels.

Table 9: Descriptive Statistics

N Minimu Maximu Mean Std. Deviation
m m

Age of Respondents 100 1.00 5.00 2.0700 1.13933
Gender of Respondents 100 1.00 5.00 1.7000 90453
Education Level of 100 1.00 5.00 4.4500 98857
Respondents
Occupation of 100 1.00 5.00 2.6200 1.17877
Respondents
Monthly Household 100 1.00 5.00 3.7100 1.38750
Income
Subjective Financial 100 1.00 5.00 3.6360 .86474
Literacy
Objective Financial 100 1.00 5.00 3.6680 .86933
Literacy
Digital Banking Adoption 100 1.00 5.00 3.9680 .86303
Valid N (listwise) 100
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These descriptive statistics provide a foundational understanding of the demographic and
financial literacy characteristics of the study's participants, setting the stage for further

analysis of relationships between these variables.

Correlation Analysis

The descriptive statistics analysis presented in Table 9 gives an overall summary of the main
variables in the study of digital banking adoption and financial literacy. The correlation
analysis also extends the understanding of interactions between these variables.

The mean scores for subjective financial literacy, objective financial literacy and digital
banking adoption reveal moderate to high mean scores which indicate moderate to high level
of financial knowledge and positive attitudes towards the use of digital banking among the
respondents. Namely, the self-reported financial literacy score represents participants’
perceived financial literacy level, and the actual financial literacy score represents their actual
level of financial literacy. Another element that shows that people are willing to use digital
services in banking is the relatively high mean score in case of digital banking.

Table 10 shows that subjective financial literacy is significantly positively correlated with
both objective financial literacy (r = 0.682, p < 0.01) and digital banking adoption (r =
0.588, p < 0.01). This indicates that individuals who perceive themselves as financially
knowledgeable also tend to have higher actual financial knowledge and are more likely to
adopt digital banking services.

Similarly, objective financial literacy is strongly correlated with digital banking adoption
(r=0.761, p <0.01), highlighting that those with greater actual financial knowledge are more
inclined to use digital banking services.

Table 10: Correlations Analysis

Subjective Objective Digital
Financial Financial Banking
Literacy Literacy Adoption
Subjective Pearson 1 682" 588"
Financial Correlation
Literacy Sig. (2-tailed) .000 .000
N 100 100 100
Objective Pearson 682" 1 7617
Financial Correlation
Literacy Sig. (2-tailed) .000 .000

N 100 100 100
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Digital Banking ~ Pearson 588" 7617 1
Adoption Correlation

Sig. (2-tailed) 000 000

N 100 100 100

**_ Correlation is significant at the 0.01 level (2-tailed).

These correlations underscore the importance of both subjective and objective financial
literacy in influencing digital banking adoption. The significant relationships observed
suggest that enhancing financial literacy in both forms could positively impact digital

banking uptake among rural populations.

Regression Analysis

Subjective Financial Literacy and Digital Banking Adoption in Rural India

Table 11 presents the results of the regression analysis examining the impact of subjective
financial literacy on digital banking adoption in rural India. The model includes several
subjective financial literacy indicators and their relationships with digital banking adoption.
The regression analysis reveals the following insights:

Confidence in Managing Finances: The coefficient for confidence in managing finances is
negative (-0.107) and not statistically significant (p = 0.302). This indicates that, despite
individuals’ self-reported confidence in managing their finances, it does not have a
substantial impact on their adoption of digital banking services. The lack of significance
suggests that confidence alone may not directly influence digital banking adoption.
Understanding Financial Terms: The variable related to understanding financial terms
used in digital banking applications shows a positive coefficient (0.379) and is statistically
significant (p = 0.000). This suggests that a better understanding of financial terminology is
strongly associated with increased adoption of digital banking services. Individuals who are
more familiar with these terms are more likely to use digital banking platforms.

Belief in Effective Use: The belief in one’s ability to effectively use digital banking services
has a positive coefficient (0.151) but is not statistically significant (p = 0.322). This result
indicates that while personal belief in one's ability to use digital banking services positively
correlates with adoption, the relationship is not strong enough to be considered significant in
this model.

Knowledge about Protecting Financial Information: The coefficient for knowledge about

protecting financial information online is positive (0.083) but not significant (p = 0.425).
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This suggests that, although knowledge about online security is beneficial, it does not
significantly impact digital banking adoption in the context of this study.

Trust in Financial Decision-Making: The trust in one’s ability to make financial decisions
using digital banking platforms also shows a positive coefficient (0.078) and is not
statistically significant (p = 0.505). This indicates that trust in one's financial decision-making
skills does not have a meaningful effect on the likelihood of adopting digital banking
services.

Table 11: Regression Analysis (a)

Coefficients?

Unstandardized Standardized
Coefficients Coefficients

Mod B Std. Error Beta t Sig.
el
1 (Constant) 1.861 313 5.937 .000
I feel confident in -.107 .103 -.119 -1.037 302
managing my finances.
I understand the .379 .099 438 3.834 .000
financial terms used in
digital banking
applications.
I believe I can 151 152 175 .996 322

effectively use digital
banking services.
I feel knowledgeable .083 104 .094 .801 425
about how to protect my
financial information
online.
[ trust my ability to .078 A17 101 .669 .505
make financial decisions
using digital banking
platforms.
a. Dependent Variable: Digital Banking Adoption

Overall, the analysis indicates that among the subjective financial literacy factors examined,
understanding financial terms used in digital banking is the only significant predictor of
digital banking adoption. This highlights the importance of financial education programs
focusing on financial terminology to improve digital banking uptake. The other subjective
factors, while relevant, do not have a significant direct impact on adoption according to this

model.
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Objective Financial Literacy and Digital Banking Adoption in Rural India

Table 12 presents the results of the regression analysis assessing the impact of objective
financial literacy on digital banking adoption among rural populations in India. The analysis
includes several indicators of objective financial literacy and their influence on the use of
digital banking services.

Knowledge of Budgeting: The coefficient for knowing how to create and manage a budget
is -0.028 with a standard error of 0.067. This coefficient is negative but not statistically
significant (p = 0.679). This suggests that while budgeting knowledge is an important
financial skill, it does not significantly impact digital banking adoption in this sample. The
lack of significance indicates that simply knowing how to budget does not directly translate
into increased usage of digital banking services.

Familiarity with Digital Payment Methods: Familiarity with using digital payment
methods like UPI or mobile wallets has a positive coefficient of 0.221 and is statistically
significant (p = 0.011). This finding indicates that individuals who are familiar with digital
payment processes are more likely to adopt digital banking services. This result underscores
the importance of familiarity with digital payment technologies in promoting the use of
digital banking.

Understanding of Saving: The variable related to understanding the importance of saving
and using digital tools effectively has a positive coefficient of 0.119 but is not statistically
significant (p = 0.141). While understanding saving practices is beneficial, it does not show
a strong direct impact on digital banking adoption. The lack of significance suggests that
knowledge about saving, in isolation, does not significantly affect the likelihood of adopting
digital banking services.

Ability to Calculate Interest: The coefficient for the ability to calculate interest on savings
accounts or loans is 0.102 with a standard error of 0.075. This variable is not statistically
significant (p = 0.180). This result implies that while calculating interest is a useful skill, it
does not have a direct and significant impact on the adoption of digital banking services in
the rural population studied.

Interpreting Bank Statements: Knowledge of how to read and interpret bank statements
online shows a positive coefficient of 0.317 and is statistically significant (p = 0.000). This
finding highlights that individuals who can effectively interpret their bank statements online

are more likely to engage with digital banking. The significant positive coefficient suggests
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that the ability to understand and manage one’s financial statements online is crucial for

digital banking adoption.

Table 12: Regression Analysis (b)

Coefficients?
Unstandardized  Standardized
Coefficients  Coefficients
Mod B Std. Error Beta t Sig.
el
1 (Constant) 1.242 240 5.176 .000
I know how to create -.028 067 -.033 -415 .679
and manage a budget.
I am familiar with the 221 .085 278 2.595 011
process of using digital
payment methods like
UPI or mobile wallets.
I understand the 119 .080 146 1.485 141
importance of saving
and how to do it
effectively using digital
tools.
I can calculate interest .102 .075 .130 1.352 .180
on savings accounts or
loans using digital
calculators.
I know how to read and 317 .084 379 3.762 .000

interpret my bank
statements online.

a. Dependent Variable: Digital Banking Adoption

In summary, the analysis indicates that among the objective financial literacy factors

examined, familiarity with digital payment methods and the ability to interpret bank

statements online are significant predictors of digital banking adoption. These findings

suggest that improving practical digital financial skills, such as understanding digital

payments and managing online bank statements, can enhance digital banking usage among

rural populations. Conversely, other financial literacy skills, such as budgeting and interest

calculation, while important, do not have a significant direct impact on adoption in this

context.
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Summary

The regression analysis results for subjective and objective financial literacy offer contrasting

insights regarding their impact on digital banking adoption among rural populations in India.

1. Subjective Financial Literacy and Digital Banking Adoption (Hypothesis 1)
Table 11 reveals that among the subjective financial literacy factors examined, only
"Understanding Financial Terms" significantly predicts digital banking adoption. The other
subjective measures, such as "Confidence in Managing Finances" and "Knowledge about
Protecting Financial Information," did not show statistically significant relationships with
digital banking adoption. Specifically, the coefficient for confidence in managing finances
was negative (-0.107) and not significant (p = 0.302), indicating that mere confidence in
financial management does not enhance digital banking adoption. This lack of support for
Hypothesis 1 suggests that subjective financial literacy, as a self-assessed measure of one's
financial knowledge and confidence, does not directly influence the adoption of digital
banking in rural India. This result emphasizes that while self-perceived financial competence
might affect one's attitude towards digital banking, it does not necessarily translate into actual
adoption behavior.

2. Objective Financial Literacy and Digital Banking Adoption (Hypothesis 2)

In contrast, Table 12 demonstrates that several aspects of objective financial literacy are
significant predictors of digital banking adoption. Notably, "Familiarity with Digital
Payment Methods" (coefficient = 0.221, p = 0.011) and "Ability to Interpret Bank
Statements" (coefficient = 0.317, p = 0.000) are positively associated with digital banking
adoption. These findings support Hypothesis 2, indicating that practical, concrete financial
knowledge directly enhances digital banking usage. The statistical significance of familiarity
with digital payment methods underscores its critical role in promoting digital banking
adoption. Additionally, the ability to interpret bank statements indicates a strong connection
with digital banking engagement, suggesting that users who are proficient in understanding
online financial documents are more likely to use digital banking services.

Table 13: Summary of Regression Analysis

Hypotheses Supported/Not
Supported
H1: Subjective financial literacy is positively associated with  Not Supported
digital banking adoption among rural populations in India.
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H2: Objective financial literacy is positively associated with Supported
digital banking adoption among rural populations in India.

Overall, the results illustrate that while subjective financial literacy factors may not
significantly impact digital banking adoption, objective financial literacy, characterized by
specific financial skills and knowledge, plays a crucial role. Enhancing practical financial
skills and understanding digital tools can effectively drive digital banking adoption among
rural populations, aligning with Hypothesis 2 and highlighting areas for targeted educational

interventions.
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DISCUSSION

In this discussion chapter, findings are linked with the literature to emphasize that while
subjective financial confidence does not strongly drive digital banking adoption,
understanding financial terminology is key, reflecting Koskelainen et al.'s (2023) insights.
Objective financial literacy's impact is notably driven by familiarity with digital payment
methods and interpreting bank statements, aligning with Chen & Volpe (1998) and Beck et
al. (2016), suggesting that practical skills are more influential in promoting digital banking

in rural areas.

Subjective Financial Literacy and Digital Banking Adoption in Rural India

The understanding of the consequences of the subjective financial literacy on the adoption of
the digital banking facilities in the rural regions of India illustrates the function of financial
literacy. It can therefore be concluded that perceived financial literacy and especially self-
efficacy, which is an effector of the perceived financial literacy, have a significant impact on
the willingness to use new digital banking technologies. This form of literacy is often an
indication of the extent of confidence, which people have in their financial capacities as a
guide to the level of appreciation of new financial instruments (Phuong Dinh, 2022;
Prabhakaran & L. Mynavathi, 2023). Therefore, the finding of this study is in line with the
previous studies and documentation, that is, confidence in managing finances does not affect
the utilization of the digital banking services but comprehensiveness in the financial terms
used in digital banking services does affect the utilization of digital banking services.

In the context of rural India where micro- development in respect of financial inclusion in
terms of use of digital instruments and basic financial literacy are still at their very infancy,
the impact of subjective financial literacy is quite multifaceted. However, confidence about
managing finances alone does not appear to be a good measure of the use of digital banking;
however, the level of understanding that customers have regarding the financial terms used
on such platforms is a factor. This means that despite the rural people’s confidence in their
ability to handle financial issues, they are not willing to use digital banking services. But, the
respondents’ understanding of the financial terms used in the digital banking applications is
more closely related to the use of the applications. This result suggests that there is a need to
implement a more specific financial literacy campaigns, which take into consideration both
the affective and cognitive domains, in order to enhance the utilization of digital banking

services in these populations.
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The findings of the study are in concurrence with other studies described in the literature that
show that subjective measure of financial literacy is a better predictor of the financial
behaviors than the objective measure (Koskelainen et al., 2023). Woodyard & Robb (2016)
also maintain that self-estimated financial literacy is more suitable in predicting financial
behaviors than real knowledge. However, the situation that exists in rural India suggests that
while it is true that subjective confidence is important, it is not the only way through which
digital banking is adopted. The following are the reasons why it might be crucial to
understand the financial words that used in the digital platforms to improve the
communication with the digital banking services. This tallies with the findings of Gerrans et
al., (2014) and Hastings & Tejeda-Ashton, (2008) in which they noted the perceived financial
literacy and self-efficacy of technology usage.

Moreover, according to the literature, the trust in technology and knowledge of finances as
factors that define the acceptance of fintech (Jinger & Mietzner, 2020). This paper
establishes that trust in FD decision making and awareness of the ways of securing the
financial data are not predictive factors; however, trust and security factors may affect the
adoption. This accredits the research of Chan et al. (2022) where apart from the subjective
mode of financial literacy, perceived security and trustworthiness of the digital banking
platforms influence the same.

Thus, the study findings could contribute to the development of the existing literature on the
visibility of subjective financial literacy on the adoption of digital banking services among
the rural people in India. The research evidence indicates that while perceived self-efficacy
for managing finances on one’s own does not influence the levels of application of the rates
of adoption, knowledge of the financial terms and concepts used in digital banking
applications are crucial. These findings are consistent with previous studies on global
subjective financial literacy and specific financial knowledge in predicting and understanding
financial behaviours and technology use. Therefore, considering the case of digital banking
adoption strategies in rural India, the understanding of the fact that perceived self- efficacy
of people in managing their finances and the lack of financial knowledge which hinders the

use of digital financial services are critical.

Objective Financial Literacy and Digital Banking Adoption in Rural India

The analysis of the objective financial literacy regarding the digital banking adoption among

the rural people of India is based on the awareness of the rational knowledge and skills needed
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to use the tools in digital banking effectively. The level of financial literacy, which can be
described as a rational capability in terms of actual knowledge of personal finance, planning,
and savings is also one of the factors defining the use of digital financial assets. Several works
show that the higher objective measure of financial literacy helps clients to react to digital
financial services in a better way as they are in a position to understand and implement these
technologies (Prabhakaran & L. Mynavathi, 2023; Lusardi & Mitchell, 2014). Hence, by
comparing and contrasting the impacts of objective financial literacy as the paper aims to
discover the domains of knowledge that can hinder the adoption of digital banking services
in the rural areas.

The results of the study reveal that while the objective financial literacy is positively
associated with the digital banking adoption, it is also associated with negative aspects of
adoption. Oddly, the two variables that were purposed not to affect digital banking were the
knowledge in budgeting, and the ability to make interest calculations while the ability to
identify the use of digital payment methods and the ability to read bank statements online,
were deemed to affect the use of Digital Banking. The same way, awareness of mobile wallet
and UPI also has a positive effect on the use of digital banking emphasizing the importance
of prior experience while using the digital financial services. Similarly, understanding of the
meaning of the bank statements also has the direct impact on the frequency of the use of
digital banking as well. Such findings agree with other works that posit that familiarity and
ability to engage with digital financial papers is vital in the adoption of digital banking
services (Chen & Volpe, 1998; Beck et al., 2016).

However, the fact that possession of budgeting knowledge and ability to calculate interest
does not have a stronger relationship with the use of the digital banking services mean that:
possession of these skills is not sufficient to promote the use of the digital banking services.
That assertion is in agreement with other studies that have pointed out that while financial
literacy is a significant factor in financial well-being and financial literacy, its effects on the
uptake of technology are likely to be mediated (Hadar et al., 2013; Woodyard & Robb, 2011).
On the other hand, the magnitude of the familiarity with the digital payment method is in line
with Muiruri et al. ’s (2020) argument that as the users become more familiar with the use of
the technologies, they are more likely to accept the innovation. This suggest that awareness

and practical usage of the Digital payment systems have a stronger positive relationship with
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the uptake of the digital banking services than the other components of financial literacy for
instance the budgeting.

The ability to analyse bank statements on the internet is the other considerable factor that
supports the previous studies pointing out the importance of understanding and processing
the financial information on the internet. This is in consonance with the literature that
identifies the ability to interact and make sense of the digital financial instruments as critical
determinants of effective implementation of digital banking (Beck et al., 2016). The
coefficient estimate for interpreting bank statements is positive and is statistically significant
which means that the ability to handle the financial records online is in a positive relationship
with the level of engagement in digital banking.

Thus, it would be possible to conclude about the objective dimension of financial literacy as
a complex construct which impacts the usage of digital banking services by the rural
population in India in diverse ways. It reveals that the understanding of the practical
application of the various types of the digital payment tools and capacity to evaluate the bank
statements are more suitable in predicting the usage of the digital banking than the abilities
related to the budgeting. This shows that there is a need to dedicate attention on the financial
literacy interventions, to ensure application of basic digital competencies as well as getting
to engage individuals with the available digital financial products. Should these specific
knowledge gaps be filled, it might be possible to enhance the rate of growth in the use of
digital banking and in the process, increase the rate of financial inclusion and financial

development in rural areas.

Implications for Policy and Practice

The findings of this study have important implications for policymakers, financial
institutions, and development organizations aiming to promote financial inclusion through
digital banking adoption in rural India. First, the results suggest that financial literacy
programs should focus not only on boosting confidence in managing finances but also on
improving comprehension of financial terminology and practical skills related to digital
financial tools. This could involve integrating financial literacy into school curricula, offering
community-based workshops, and providing targeted educational content through digital
platforms.

Second, the study highlights the importance of familiarizing rural populations with digital

payment methods and online banking interfaces. Financial institutions should consider
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providing training programs that allow potential users to interact with these technologies in
a hands-on manner. Such initiatives could be implemented through partnerships with local
governments, NGOs, and microfinance institutions to ensure that financial education reaches
even the most remote areas.

Third, the finding that understanding financial terms plays a critical role in digital banking
adoption suggests that digital platforms themselves could be designed to be more user-
friendly, with simpler language and more intuitive interfaces. Financial institutions could
also consider offering financial glossaries or in-app tutorials to help users better understand
the terms used in digital banking applications.

Finally, the significant impact of objective financial literacy on digital banking adoption
indicates that efforts to promote digital financial services should be coupled with broader
initiatives to improve financial literacy. This could include campaigns that focus on teaching
individuals how to read and interpret bank statements, calculate interest, and manage online
transactions. By improving the overall financial literacy of rural populations, policymakers
can create an environment where digital banking becomes a viable option for a larger portion

of the population.
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CONCLUSION

In this chapter, we synthesize the findings of the study on the impact of financial literacy on
digital banking adoption among rural populations in India. This conclusion will address the
research questions, summarize the key findings, and discuss their implications. We will also
provide practical recommendations, acknowledge the study's limitations, and suggest

directions for future research.

Research Conclusions

1. Impact of Subjective Financial Literacy: The study also found out more about the
actual financial literacy and the perceived financial literacy of the people where the
perception that one has adequate financial literacy helped them embrace the digital
banking services. The findings highlighted that self-efficacy in relation to the
management of money has a positive link with the adoption of the online banking
services. This means that the perceived self-efficacy of the rural individuals on
financial literacy is a good indicator of their ability to seek and participate in digital
banking services. The current study supports the previous studies indicating how
perceived financial literacy affects the use of financial technologies (Koskelainen et
al., 2023). However, it also proves that one may be feeling smart and knowledgeable
when it comes to money, but real skills are missing.

2. Impact of Objective Financial Literacy: The knowledge-based financial literacy,
which reflects the level of actual knowledge about finances, also positively influenced
DBA. The survey also showed that mobile banking and Internet banking were more
popular among the respondent with better score in the financial literacy test. This goes
in line with the idea that awareness concerning financial literacy, regarding budgeting
as well as planning, increases the likelihood of utilizing digital banking technologies
(Nejad & Javid, 2018). Therefore, it can be stated that increasing the level of specific
objective financial literacy can increase the rates of digital banking uptake given that
the rural population with higher levels of financial literacy is more equipped to deal
with the complexities of digital financial services.

3. Integration of Financial and Digital Literacy: Therefore, the study re-emphasizes
the importance of addressing both financial and digital literacy to improve the
adoption of digital banking services. While raising financial literacy is known to

enhance the likelihood of using digital banking, it is even better to raise both financial
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and digital literacy. This integration is very important to ensure that the rural people
are not only financially smart but also competent in the use of various applications.
Research works have indicated that program containing these two factors is more
likely to be effective in promoting the use of the digital banking services among the
rural people (Campbell et al., 2011; Subbarayan, Banerjee & Poornima, 2023).

4. Challenges and Barriers: However, there are still many problems in the rural areas,
even though the government has tried to address the issues. Lack of access to
technology, language, and security concerns keep the people from embracing the
digital banking. All these barriers are compounded by the low levels of both self- and
objective financial literacy. The results of the study imply that such problems should
be solved by using complex approaches that involve not only financial literacy but
also the development of digital competencies along with the enhancement of the

digital environment.

Recommendations

1. Enhancing Financial Education Programs: For enhancing the usage of digital
banking, there is a need to establish effective financial literacy campaigns, which
should encompass both the cognitive and affective domains. These programs should
be designed to meet the needs of the rural populace and should include hands-on
practice on the use of technology and how to manage finances. Since most of these
programs target the local population, partnerships with local organizations as well as
the use of simple communication means will enhance the delivery of the intended
message.

2. Improving Digital Infrastructure: Telecommunications infrastructure is vital for
the development of digital banking services in rural regions. The first challenge that
will be met by increasing the availability of internet access, increasing the speed of
internet connection and guaranteeing the stability of the digital services is the lack of
access to the Internet. These improvements should be the focus of government and
private sector interventions to support the right environment for digital financial
services.

3. Addressing Security Concerns: The only way to increase the use of the digital
banking platforms is by ensuring that people trust them. There is need to incorporate

messages on security and how to avoid fraud when doing business online within the
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curriculum of education. Educating the rural customers on how to use the digital
banking and how to report cases of frauds and cybercrimes can also enhance
confidence in the use of the technology.

4. Policy Recommendations: It is suggested that financial literacy and digital skills are
incorporated into more general approaches to financial inclusion. Measures that foster
the promotion and integration of effective educational initiatives, along with the
enhancement of the IT infrastructure, will lead to the increased popularity of financial
inclusion and digital banking. To that end, the concept of public-private partnerships

is useful in achieving these objectives.

Study Limitations

1. Sample Size and Representation: The sample size of the study is sufficient for
exploratory research but may not be generalizable to various rural Indians. The
convenience sampling may also pose a problem in the generalization of the results.
Future studies should employ a larger and diverse sample to gain a better
understanding of the relationship between financial literacy and digital banking
adoption.

2. Regional Variations: The Indian rural areas are heterogeneous with digital access,
financial awareness, and cultural sentiments towards banking. This study may not
capture all these nuances. Further work should be done to focus on the differences by
regions to provide the most effective interventions.

3. Cross-Sectional Design: The study adopted cross-sectional design whereby data was
collected at one specific time only hence does not show the whole picture of the
situation. Cross-sectional studies would provide more insights about changes in

financial literacy and new customers and the effects of interventions on such changes.

Suggestions for Further Research

1. Longitudinal Studies: Longitudinal research could provide valuable insights into
how changes in financial literacy and digital banking adoption occur over time. This
approach would help in understanding the long-term effects of educational programs
and policy interventions.

2. Comparative Studies: Comparative studies between different rural regions or

between rural and urban populations could highlight specific challenges and
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opportunities in digital banking adoption. Such studies would help in developing
more targeted strategies.

3. Impact of Digital Literacy: Further research should examine the impact of digital
literacy separately from financial literacy. Understanding how digital skills alone
influence digital banking adoption will provide a clearer picture of the factors driving
engagement with digital financial services.

4. Intervention Studies: Studies evaluating the effectiveness of different educational
and policy interventions in improving financial and digital literacy will provide
practical insights for designing effective programs. Assessing the impact of such

interventions on digital banking adoption will help refine strategies and policies.

Final Reflections

This study has provided valuable insights into the relationship between financial literacy and
digital banking adoption in rural India. By highlighting the importance of both subjective and
objective financial literacy, it underscores the need for integrated educational programs and
improved digital infrastructure. Addressing the challenges identified and implementing the
recommendations can significantly enhance financial inclusion and digital banking
engagement in rural areas.

The research journey has been a learning experience, emphasizing the complexities of
financial literacy and digital banking in diverse contexts. As we move forward, the findings
from this study can inform policy, practice, and further research, contributing to a more

inclusive and digitally connected financial landscape in rural India.
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APPENDICES

Appendix A: Survey Questionnaire

Exploring the Impact of Financial Literacy on Digital Banking Adoption Among
Rural Populations in India

INFORMATION SHEET FOR PARTICIPANTS

My name is Javad Muneer Pallipath and I am currently conducting a research dissertation
as part of MSc Accounting and finance management in Griffith College under the
supervision of Dr. George Latridis. I would like to invite you to participate in my study.
Thank you in advance for taking the time and for reading this information sheet.

PROJECT TITLE

Exploring the Impact of Financial Literacy on Digital Banking Adoption Among
Rural Populations in India

WHAT'S INVOLVED

Participants will be asked to take part in an anonymous online questionnaire. The results
will be safely and ethically stored in order to maintain privacy and avoid tampering of the
results.

TIME COMMITMENT

The online questionnaire typically takes 5 minutes to complete, after completion of the
questionnaire there will be no further requirements for participants.

PARTICIPANTS' RIGHTS

You may decide to stop being a part of the research study at any time without explanation
required from you. You have the right to ask that any data you have supplied to that point
be withdrawn/destroyed. You have the right to omit or refuse to answer or respond to any
question that is asked of you. You have the right to have your questions about the
procedures answered (unless answering these questions would interfere with the study's
outcome). A full de-briefing will be given after the study.

CONFIDENTIALITY/ANONYMITY

The data collected does not contain any personal information about you except your
anonymous perspectives on the stated subject. The data obtained in the study will be used
as part of a research dissertation and may be utilized by companies or industry
professionals interested in the findings. Publication of the study is also within the aims of
this project.



INFORMED CONSENT

By checking the box below, you are agreeing that:
(1) you have read and understood the Participant Information Sheet,
(2) questions you have about your participation in this study have been answered
satisfactorily,
(3) you are aware of the potential risks (if any), and
(4) you are taking part in this research study voluntarily (without coercion).
o 1 agree to participate
o Ido not agree to participate

Section 1: Demographic Information

1. Age:

To18-25
T 26-35
" 36-45
" 46-55
" 56 and above

2. Gender:

B Male
™ Female

- Other

3. Education Level:

" No formal education
- Primary education
- Secondary education

- Higher secondary education



B Graduate and above

4. Occupation:

- Unemployed
- Self-employed
" Salaried

" Farmer

B Other

5. Monthly Household Income:

" Less than %10,000
210,000 - 320,000
220,001 - 30,000
230,001 - 340,000

" Above 240,000

6. Access to Internet:
" Yes
" No
7. Do you currently use any digital banking services?

N Yes

’_No

Section 2: Subjective Financial Literacy

Please indicate your level of agreement with the following statements. (1 = Strongly
Disagree, 5 = Strongly Agree)



Statement

Strongly
Disagree

(0))

Disagree

2

Neutral

(€))

Agree
(C))

Strongly
Agree (5)

1. I feel confident in
managing my finances.

2. I understand the
financial terms used in
digital banking
applications.

3. I believe I can
effectively use digital
banking services.

4. 1 feel knowledgeable
about how to protect my
financial information
online.

5. I trust my ability to
make financial decisions
using digital banking
platforms.

Section 3: Objective Financial Literacy

Please indicate your level of agreement with the following statements. (1 = Strongly
Disagree, S = Strongly Agree)

Statement

Strongly
Disagree

()

Disagree

2)

Neutral

(&)

Agree
(C))

Strongly
Agree (5)

1. I know how to create
and manage a budget.

2. I am familiar with the
process of using digital
payment methods like UPI
or mobile wallets.

3. I understand the
importance of saving and
how to do it effectively
using digital tools.

4. 1 can calculate interest
on savings accounts or




loans using digital
calculators.

5. I know how to read and
interpret my bank
statements online.

Section 4: Digital Banking Adoption

Please indicate your level of agreement with the following statements. (1 = Strongly
Disagree, 5 = Strongly Agree)

Statement Strongly | Disagree | Neutral | Agree | Strongly
Disagree 2) A3) 4 Agree (5)
1)

1. I frequently use digital
banking services for my
financial transactions.

2. I prefer using digital
banking over traditional
banking methods.

3. I feel comfortable
conducting all my
financial transactions
online.

4. I use digital banking to
manage my account
balances and statements.
5. I believe digital banking
provides better
convenience compared to
visiting a bank branch.




Appendix B: Ethics Plain Language Statement

Introduction to the Research Study

Research Study Title: Exploring the Impact of Financial Literacy on Digital Banking
Adoption Among Rural Population in India

University: Griffith College, Graduate Business School.
Principal Investigator: Dr Garrett Ryan.

Researcher Name: Javad Muneer Pallipath

Email: javadm989@gmail.com

II. Details of what involvement in the Research Study will require

This project involves taking part in completion of a survey. The survey responses will
be recorded, and seek to gather information on your experience with financial literacy
and its impact on the adoption of digital banking services in rural India. I estimate the
survey will take no longer than 15-20 minutes to complete.

I11. Potential risks to participants from involvement in the Research Study (if greater
than that encountered in everyday life) I do not anticipate any risk to participants
as a result of participation in this Research Study.

IV.Benefits (direct or indirect) to participants from involvement in the Research
Study

The objective of this Research Study is to gain insights into how financial literacy
influences the adoption of digital banking in rural India. Participants may benefit
from increased awareness of their financial knowledge and its impact on their use of
digital banking ser-vices. Additionally, their contributions will help enhance
academic understanding of this important issue.

V. Advice as to arrangements to be made to protect the confidentiality of data,
including that confidentiality of information provided is subject to legal
limitations

Every effort is made to ensure the confidentiality of the participant. Participant
names will not be recorded, as all participants will be assigned a code. Where used,
recorded survey data will be downloaded to a password-controlled computer, typed
survey results are held within password-controlled documents. Participant
biographical details and or mention of other persons will be omitted in the final
report. Confidentiality of information provided is subject to legal limitations.

VI. Advice as to whether or not data is to be destroyed after a minimum period
Audio tapes/Survey data will be destroyed on the successful completion of this
master’s degree in full compliance with GDPR regulations.

VII. Statement that involvement in the Research Study is voluntary



Involvement in this Research Study is voluntary. Participants who decide to take part
may withdraw from the Research Study at any point. There will be no penalty for
withdrawing before all stages of the Research Study are complete.

If participants have concerns about this study and wish to contact an independent

person, please contact:

Dr Garrett Ryan

Graduate Business School

Research Committee

Griffith College

South Circular Road, Dublin 8, Ireland

Phone: +353 14163324

Email: garrett.ryan@egriffith.ie



file:///C:/Users/ryang/OneDrive/Documents/Camtasia%20Studio/OneDrive/Documents/DCU%20GR/PHD%20DOCS/Final%20Doctorate%20Thesis%20documents%202014/Appendix/garrett.ryan@griffith.ie

Appendix C: Informed Consent Form

I. Research Study Title: Exploring the Impact of Financial Literacy on Digital
Banking Adoption Among Rural Population in India

University: Griffith College, Graduate Business School.
Principal Investigator: Dr Garrett Ryan.
Researcher Name: Javad Muneer Pallipath

Email: javadm989@gmail.com

II. Clarification of the purpose of the research

The aim of this research is to how financial literacy impacts the adoption of digital
banking services in rural India. Furthermore, through a combination of your
participation and the latest research into the influence of financial literacy on digital
banking adoption, this research will add to the body of academic understanding of how
subjective and objective financial literacy shape rural populations' engagement with
digital banking technologies.

II1.Confirmation of particular requirements as highlighted in the Plain Language
Statement

This project involves taking part in completion of a survey. The survey responses will
be recorded, and seek to gather information on your experience with financial literacy
and its impact on the adoption of digital banking services in rural India. I estimate the
survey will take no longer than 15-20 minutes to complete.

Participant — please complete the following (Circle Yes or No for each question)

Have you read or had read to you the Plain Language Statement Yes/No
Do you understand the information provided? Yes/No
Have you had an opportunity to ask questions and discuss this study? Yes/No
Have you received satisfactory answers to all your questions? Yes/No

Are you aware that interviews will be audiotaped? Yes/No

IV.Confirmation that involvement in the Research Study is voluntary

Involvement in this Research Study is voluntary. Participants who decide to take part
may withdraw from the Research Study at any point. There will be no penalty for
withdrawing before all stages of the Research Study are complete.



V. Advice as to arrangements to be made to protect confidentiality of data,
including that confidentiality of information provided is subject to legal
limitations

Every effort is made to ensure the confidentiality of the participant. Participant
names will not be recorded, as all participants will be assigned a code. Where used,
recorded survey data will be downloaded to a password-controlled computer, typed
survey results are held within password-controlled documents. Participant
biographical details and or mention of other persons will be omitted in the final
report. Confidentiality of information provided is subject to legal limitations.

VI1.Participant Signature:

I have read and understood the information in this form. My questions and concerns
have been answered by the researcher, and I have a copy of this consent form.
Therefore, I consent to take part in this research project

Participants Signature:

Name in Block Capitals:

Witness:

Date:
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