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ABSTRACT 

This study investigates the relationship between financial literacy and the adoption of digital banking 

channels among Kerala Bank customers. Using primary data collected from 150 respondents across 

urban and rural regions, the research evaluates customers’ financial knowledge, awareness of 

cyber‑security, and patterns of usage of digital services such as mobile banking, UPI, and internet 

banking. The study applies percentage analysis and chi-square tests to measure the association between 

literacy and usage frequency. Findings demonstrate a statistically significant relationship, showing that 

higher financial literacy promotes greater digital adoption, while low digital confidence restricts usage 

among older and rural customers. The study contributes to the broader discourse on digital financial 

inclusion by providing targeted insights relevant to cooperative banking systems. Suggestions for 

improving literacy and strengthening digital adoption are discussed. 

 

KEYWORDS: Financial literacy, digital banking, cooperative banks, Kerala Bank, technology 

adoption, digital inclusion. 

 

1. INTRODUCTION 

The rapid digital transformation of the banking sector has redefined customer interaction and service 

delivery. Advances such as mobile apps, internet banking portals, and UPI‑based payment systems have 

moved banking beyond traditional physical boundaries. However, the effectiveness of these technologies 

relies heavily on customers’ financial literacy and digital competencies. For cooperative banks like 

Kerala Bank, which serve a large and diverse customer base, understanding how financial literacy 

affects digital usage is essential for designing inclusive financial strategies. 

Despite Kerala’s relatively high general literacy rate, digital financial literacy remains uneven, 

particularly among older customers and those in rural regions. This study addresses the increasing need 

to understand how financial knowledge influences the adoption of digital channels. The research 

contributes to existing literature by analysing financial literacy levels, digital usage patterns, and the 

statistical association between the two. 

 

2. REVIEW OF LITERATURE 

Financial literacy influences financial decision‑making and behaviour (Lusardi & Mitchell, 2014). In the  

http://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR250662343 Volume 7, Issue 6, November-December 2025 1 

 

Indian context, studies show that financially literate customers demonstrate higher engagement with 

formal banking systems (Sharma & Kumar, 2020). The emergence of digital banking has expanded 

literacy requirements to include digital security awareness and technical competence (Awasthi & 

Banerjee, 2021). 

Kerala-specific studies suggest that while customers are aware of digital services, confidence remains 

limited (George, 2022). Nair (2023) highlights the gap between general literacy and digital literacy, 

particularly among rural customers. Technology adoption research, including the UTAUT model 

(Venkatesh et al., 2003), underscores the role of performance expectancy, effort expectancy, and trust in 

shaping digital usage intentions. 

The literature reveals significant gaps regarding cooperative banks and their customer groups. Few 

studies focus on digital adoption trends specifically within Kerala Bank, pointing to a need for targeted 

empirical research in this domain. 

 

3. RESEARCH PROBLEM 

Digital banking is increasingly promoted as a pathway to financial inclusion, yet customers often lack 

adequate financial and digital literacy to adopt these services confidently. Kerala Bank customers, 

particularly those in rural regions, express concerns related to security, technological unfamiliarity, and 

fear of cyber fraud. These barriers hinder full utilisation of digital platforms. Understanding the 

relationship between literacy and actual usage is critical for developing inclusive policies. 

 

4. OBJECTIVES OF THE STUDY 

1. To assess the financial literacy levels of Kerala Bank customers. 

2. To analyse the extent of usage of digital banking channels. 

3. To examine the statistical association between financial literacy and digital usage. 

4. To provide recommendations to enhance digital adoption and customer preparedness. 

 

5. HYPOTHESIS 

There not exists a significant association between financial literacy and digital banking usage. 

 

6. RESEARCH METHODOLOGY 

The study adopts a descriptive research design. Primary data were collected from 150 customers using a 

structured questionnaire. Convenience sampling was used to reach respondents from both rural and 

urban areas. Analytical tools include percentage analysis and chi-square tests. Secondary data were 

gathered from journals, RBI reports, Kerala Bank publications, and online resources. 

 

7. ANALYSIS AND INTERPRETATION 

Table 1: Level of Financial Literacy among Respondents 

Literacy Level No. of Respondents Percentage 

High 40 27 

 

Moderate 80 53 

Low 30 20 

Source: Primary Data 
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Table 2: Usage of Digital Channels 

Usage of Digital Channels No. of Respondents Percentage 

Mobile Banking 70 47 

Internet Banking 45 30 

UPI 25 17 

ATM 10 6 

Source: Primary Data 

Chi‑Square Test: 

Calculated value = 10.87 

Table value at 5% significance (df=2) = 5.991 

Since the calculated value exceeds the table value, the null hypothesis is rejected. 

Interpretation: 

There exists a significant association between financial literacy and digital banking usage. Customers 

with higher literacy exhibit greater confidence and frequency of use, whereas low-literacy customers 

exhibit hesitation due to fear of fraud and unfamiliarity with digital interfaces. 

 

8. DISCUSSION 

The findings align with national and international research indicating that financial literacy directly 

influences technology adoption in banking. The significance of the chi‑square test reinforces the idea 

that customer knowledge shapes their behaviour in digital environments. Kerala Bank’s customer base 

demonstrates moderate literacy overall, yet disparities exist between demographic groups. Younger and 

better‑educated customers show higher digital adoption, while older and rural customers lag in 

awareness and confidence. 

These findings point to the need for targeted literacy programmes, simplified digital applications, and 

enhanced cybersecurity awareness initiatives within the bank. 

 

9. FINDINGS 

1. Most customers possess moderate levels of financial literacy. 

2. Mobile banking is the most widely used digital service. 

3. Financial literacy strongly influences digital usage patterns. 

4. Security concerns limit digital adoption among older groups. 

5. Customers express interest in financial literacy workshops and demonstrations of digital tools. 

 

10. SUGGESTIONS 

o Kerala Bank should organise systematic financial and digital literacy workshops in local languages. 

o Provide video‑based demonstrations of mobile and internet banking. 

o Offer simplified guides on cyber safety and secure transaction practices. 

o Introduce assisted digital service counters, especially in rural branches. 

o Use community-based approaches to strengthen digital confidence among low‑literacy customers. 

 

11. CONCLUSION 

Financial literacy significantly influences the digital banking behaviour of Kerala Bank customers. 

While digital platforms offer convenience and efficiency, gaps in literacy and security awareness restrict 
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adoption among certain customer groups. The study contributes to the broader understanding of digital 

financial inclusion by offering evidence-based insights relevant for cooperative banks. Structured 

literacy initiatives, user-friendly interfaces, and cybersecurity education can further strengthen digital 

adoption and promote inclusive banking practices. 
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