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Abstract

The Indian banking landscape is undergoing rapid transformation driven by digitization, fiscal
stimulus, and monetary policy adaptations. This paper investigates how these changes are
influencing consumer behaviour, specifically within private sector banks operating in Madhya
Pradesh. It focuses on how digital financial services adoption correlates with shifts in consumer
expectations, engagement patterns, and satisfaction levels.

Using a mixed-method approach, this study explores the role of digital banking innovations—such
as mobile apps, UPI, internet banking, Al-based customer support—implemented after the Union
Budget 2024-25 and RBI’s push toward digital financial inclusion. Primary data was collected
from 200 consumers across five leading private sector banks in urban and semi-urban regions.

SPSS was used to apply ANOVA, regression, and factor analysis on variables such as convenience,
trust, perceived risk, security, and service responsiveness. Results suggest that fiscal provisions
like tax rebates on digital transactions and RBI’s digital public infrastructure support have
created confidence in using digital channels. Consumers showed a higher preference for Al-driven
and mobile-enabled banking, reduced branch dependency, and greater transaction frequency.

Findings reveal that policy-driven digitization significantly reshapes consumer preferences,
enabling a shift toward trust-based, convenience-led digital financial engagement. The study
recommends enhancing consumer awareness programs, regulatory standardization, and continued
investments in cyber infrastructure.

Keywords: Digitization, Consumer Behaviour, Private Banks, Monetary Policy, Union Budget
2024-25, Financial Inclusion, Madhya Pradesh

1. Introduction

India’s digital banking revolution has intensified post-COVID and gained new momentum following the
Union Budget 202425 and monetary policies promoting inclusive growth through digital infrastructure.
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Private sector banks have emerged as pioneers in adopting fintech tools and Al-driven service models to
engage tech-savvy consumers, especially in urban and semi-urban Madhya Pradesh.

Consumer preferences have evolved significantly in this ecosystem, with greater emphasis on ease of
access, personalized services, digital literacy, and secure interfaces. Policy measures such as digital
lending support, incentives for UPI-based usage, and RBI’s regulatory sandbox have contributed to this
change.

This paper investigates how digitization influenced by fiscal and monetary enablers has shaped
behavioural shifts among bank consumers, and explores the underlying factors driving digital banking
engagement in private sector institutions.

2. Literature Review

2.1 Digital Transformation in Indian Banking The digitalization of the Indian banking sector has
redefined customer engagement and service delivery. Scholars like Kumar and Mishra (2021) describe
this transformation as a convergence of IT infrastructure, fintech collaboration, and policy-driven
reforms. Innovations such as mobile banking apps, UPI systems, and chatbot-based support have been
pivotal in improving convenience, cost-efficiency, and outreach.

2.2 Consumer Behaviour in the Digital Financial Ecosystem Consumer behaviour in banking has
shifted from branch-centric to app-centric, marked by rising expectations of 24/7 service availability,
real-time support, and secure transactions (RBI, 2022). Studies by Gupta and Bansal (2020) highlight
that younger consumers exhibit stronger digital adoption, while trust and digital literacy remain barriers
for older users. Factors such as perceived ease of use, security, service personalization, and
responsiveness are widely cited as determinants of digital banking usage.

2.3 Role of Fiscal Policies and Budgetary Incentives Union Budget 202425 emphasized a “Digital
Bharat” initiative, extending GST rebates on digital payments, subsidized merchant onboarding, and tax
relief on fintech investments. Literature suggests that such fiscal interventions improve digital adoption
by reducing consumer transaction costs and encouraging merchants to upgrade digital touchpoints (MoF,
2024).

2.4 Monetary Policy Support for DigitizationThe Reserve Bank of India has played a catalytic role
through measures such as the launch of digital rupee pilots, regulatory sandbox approvals for fintech
innovations, and refinance schemes for digital infrastructure development (RBI, 2023). These
interventions build trust in regulated digital banking environments and incentivize financial institutions
to deepen their tech portfolios.

2.5 Digital Banking in Private Sector Institutions Private banks have emerged as leaders in fintech
adoption due to their agility and market-driven orientation. Axis Bank, ICICI Bank, and HDFC Bank
have introduced Al-based customer service, smart ATMs, and loT-enabled fraud detection systems
(KPMG, 2023). Research indicates that these innovations improve customer retention, satisfaction, and
transaction volumes.

2.6 Research Gaps Despite extensive studies on digitization and banking behaviour, limited work exists
on the joint influence of fiscal and monetary policy on consumer digital engagement, particularly in
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Tier-2 regions like Madhya Pradesh. This study aims to bridge this gap through empirical analysis of
policy-aware digital banking adoption.

3. Research Objectives and Hypotheses
Objectives:
1. To analyze the impact of digitization on consumer behaviour in private sector banks.

2. To assess how Union Budget 2024-25 fiscal reforms have influenced consumer adoption of
digital banking services.

3. To evaluate the role of RBI’s monetary policy and digital infrastructure support in shaping trust
and satisfaction.

4. To identify key behavioural determinants influenced by digital policy initiatives.
Hypotheses:
e Hoz: Digitization has no significant effect on consumer behaviour in private sector banks.
e Hai: Digitization has a significant effect on consumer behaviour in private sector banks.
e Ho2: Fiscal policy incentives do not significantly influence the usage of digital banking services.
e Hao: Fiscal policy incentives significantly influence the usage of digital banking services.

e Hos: Monetary policy reforms have no significant impact on consumer trust and satisfaction in
digital banking.

e Has: Monetary policy reforms have a significant impact on consumer trust and satisfaction in
digital banking.

4. Research Methodology

4.1 Research Design: The study follows a descriptive and analytical research design with a cross-
sectional approach. A mixed-method framework was adopted to explore digital banking engagement
influenced by fiscal and monetary policies.

4.2 Study Area: The research was conducted in urban and semi-urban regions of Madhya Pradesh,
covering Bhopal, Indore, Jabalpur, Ujjain, and Gwalior—home to prominent private sector bank
branches.

4.3 Sample and Sampling Technique: A purposive sampling method was used to collect primary data
from 200 respondents—bank consumers with at least 12 months of digital banking experience. Efforts
were made to ensure demographic diversity in terms of age, gender, and occupation.

4.4 Data Collection Methods:

o Primary Data: Structured questionnaires covering variables such as trust, security, convenience,
frequency of digital use, and awareness of fiscal and monetary enablers.
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e Secondary Data: Union Budget 2024-25 policy briefs, RBI circulars, NITI Aayog digital
inclusion reports, and fintech sector whitepapers.

45 Data Collection Period: The survey was conducted between February and March 2025,
immediately after key announcements and reforms took effect.

4.6 Tools for Data Analysis: Data was analyzed using SPSS version 26. The tools applied include:
o Descriptive Statistics (Mean, SD)
o ANOVA (to test variation in digital adoption across demographics and policy awareness levels)
e Multiple Regression (to determine predictors of consumer trust and digital usage)
o Factor Analysis (to extract key components of digital banking behaviour
5. Data Analysis and Interpretation

Table 1: Respondent Demographics (N = 200)

Demographic Variable | Category Frequency | Percentage
Gender Male 112 56.0%
Female 88 44.0%
Age Group 18-30 84 42.0%
31-45 76 38.0%
46 and above | 40 20.0%
Occupation Salaried 108 54.0%
Business 58 29.0%
Student/Other | 34 17.0%

Interpretation: The sample was diversified across gender, age, and occupation, reflecting a broad
spectrum of digital banking users.

Table 2: Awareness of Policy Reforms Promoting Digital Banking

Awareness Level | Respondents | Percentage

High 52 26.0%
Moderate 94 47.0%
Low 54 27.0%

Interpretation: While over 70% of respondents had at least moderate awareness of policy reforms, a
significant portion (27%) still lacks sufficient information.

Table 3: Digital Banking Usage Metrics (Mean Scores)
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Variable Mean Score (1-5)
Convenience 4.43

Security Perception 4.05

Trust in Platform 4.18

Transaction Frequency | 4.32

User Satisfaction 4.22

Interpretation: Respondents reported high satisfaction and trust levels, indicating effective policy
impact on consumer behaviour.

Table 4: ANOVA — Impact of Awareness on Digital Usage Frequency

Source SS df |MS |F Sig.

Between Groups | 14.83 | 2 7.41 | 4.96 | 0.008

Within Groups | 295.37 | 197 | 1.50

Total 310.20 | 199

Interpretation: Awareness levels significantly affect usage frequency, with p < 0.01 indicating high
statistical significance.

Table 5: Regression — Predictors of Trust in Digital Banking

Predictor B Beta | t-value | Sig.

(Constant) 1.97 5.21 .000

Security Perception 0.38 | 0.41 | 6.02 .000

Policy Awareness Score | 0.29 | 0.33 | 4.58 .000

Interpretation: Both security and policy awareness significantly influence consumer trust in digital
banking platforms.

Table 6: Factor Analysis — Key Drivers of Digital Banking Behaviour

Factor Name Key Variables Loaded Eigenvalue | Variance Explained
Convenience & Speed | Access Ease, 24x7 Use, Mobile Ul | 3.12 28.4%
Trust & Safety Data Security, Complaint Resolution | 2.24 22.7%
Awareness & Policy | Budget Knowledge, RBI Reforms 1.79 18.3%

Interpretation: Three factors together explain nearly 70% of the variance in digital banking behaviour,
underscoring the policy and tech-driven motivations.
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6. Hypotheses Testing

Hypotheses Test Applied | Calculated p- Hypotheses
Value value | Status

Ho:: Digitization has no significant effect on | Regression B=0.41 0.000 | Rejected

consumer behaviour in private sector banks. Analysis

Ha1: Digitization has a significant effect on | Regression B=0.41 0.000 | Accepted

consumer behaviour in private sector banks. Analysis

Hoo:  Fiscal policy incentives do not | ANOVA F=4.96 0.008 | Rejected

significantly influence the usage of digital

banking services.

Ha2:  Fiscal policy incentives significantly | ANOVA F=4.96 0.008 | Accepted

influence the usage of digital banking services.

Hos: Monetary policy reforms have no | Regression B=0.33 0.000 | Rejected

significant impact on consumer trust and | Analysis

satisfaction in digital banking.

Ha3: Monetary policy reforms have a significant | Regression B=0.33 0.000 | Accepted

impact on consumer trust and satisfaction in | Analysis

digital banking.

Interpretation: The results confirm that digitization, supported by both fiscal and monetary policies,
plays a significant role in influencing consumer behaviour in private banks. Trust, awareness, and
security are identified as key mediators.

7. Conclusion and Policy Recommendations

This study explored how digitization and policy-led reforms have reshaped consumer behaviour in
private sector banks of Madhya Pradesh. The findings suggest that the Union Budget 202425, with its
fiscal incentives, and RBI’s monetary innovations, including regulatory support and digital infrastructure
promotion, have positively influenced customer engagement with digital banking platforms.

Statistical evidence from ANOVA and regression analysis confirmed that factors such as convenience,
trust, and awareness significantly affect digital banking usage. Respondents reported high levels of
satisfaction, particularly in areas enabled by secure mobile banking, UPI transactions, and Al-enabled
customer service. Policy awareness and perception of platform security were found to be strong
predictors of consumer trust.

The results validate that digitization, when reinforced by fiscal and monetary policies, catalyzes a shift
in consumer habits—from physical branch dependency to technology-driven service consumption. This
shift is more pronounced among younger consumers and salaried professionals, with increasing
penetration into semi-urban areas as digital literacy improves.
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Policy Recommendations:

1. Digital Literacy Campaigns: Launch targeted education initiatives in semi-urban and rural
areas to enhance understanding of digital banking tools.

2. Unified Policy Dashboard: Develop a centralized platform integrating all fiscal and monetary
reforms related to banking digitization.

3. Incentivize Secure App Adoption: Offer additional GST or transaction-based rebates to
consumers using verified digital banking apps.

4. Expand RBI Sandbox Participation: Encourage private banks to test customer-centric fintech
innovations via the RBI’s regulatory sandbox.

5. Strengthen Cybersecurity Regulations: Mandate robust security certifications and grievance
redressal systems to build trust.

These steps will help enhance digital inclusion, increase trust in digital financial systems, and solidify
India’s progress toward a robust, tech-enabled banking ecosystem.

8. Limitations and Suggestions for Future Research

Limitations:

1. The study is geographically restricted to Madhya Pradesh, limiting broader generalizability.
Cross-sectional data may not reflect evolving consumer behaviour over time.
Self-reported survey responses are subject to perception bias.

The study focuses solely on private sector banks, omitting public and cooperative banks.

o~ w >

The awareness variable did not distinguish between budget and monetary policy sources.

Suggestions for Future Research:

1. Conduct longitudinal studies to examine evolving patterns in consumer trust and satisfaction.
2. Include comparative analysis between public and private sector banks.

3. Explore age-wise digital adoption trajectories to understand generational shifts.

4. Integrate qualitative case studies of RBI sandbox-tested banking models.
5.

Study the combined effect of policy literacy and cyber-awareness on digital banking usage.
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