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Abstract 

Emergence of payment banks is the beginning of new era in banking. The use of digital 

payment depends upon medium for the payments. The era of online has established the 

country as a force to reckon with in the global payments space, in terms of not only 

advancement in technology but also the availability of a bouquet of safe, secure, innovative 

and efficient payment systems. Establishment of Payment Banks has been going one step 

forward in realization of the objective of financial inclusion as well as establishment of 

secure and trusted payment system of exchange of funds digitally. The main aim behind 

setting up of the payment bank in India is specially for easy and quick transaction through 

internet so that time could be saved. They have made easy  reach to the unbanked regions and 

brought them into mainstream of financial systems. Payment Banks are a harmonious 

partnership between Banks and telecom companies. Because the  rural and remote areas lack 

of infrastructure for institutional development of Banks and financing systems, Payment bank 

mainly operate through mobile phones, hence they are  best suited for such a situation. These 

banks generally provide services to the disadvantaged groups who have small remittances and  

can   transact electronically, thus eliminating the role of middlemen, while at the same time 

facilitating organized finances. The present study is conducted on the awareness as well 

factors affecting the usage of payment banks of consumers (residing in Ludhiana). The result 

of present study shows that there is significant relation between age, education, occupation 

and income profile and awareness whereas insignificant in case of gender . Paytm and Post 

payment bank are first two preferred options in case of payment banks. 
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1. Introduction 

Vision Statement (PAYMENT SYSTEMS VISION – 2021) 

– Empower every Indian with access to a bouquet of e-payment options that is safe, secure, 

convenient, quick and affordable (rbi.org, press release) 

Payment systems stimulate economic development and financial stability. It will further 

accelerate the process of financial inclusion. Establishing secure, accessible, affordable and 

reliable efficient payment systems has been one of the prudent objectives of the Reserve 

Bank of India (RBI) 1. To achieve these objectives, India has introduced one of the latest 

payment systems in the world, be it large in value or fast. The past decade has experienced 

the establishment of few payment systems; all has been done to accelerate the convenience of 

common man to the enhanced level of confidence. The functional role of RBI has transmuted 

from being a regulator and facilitator to the inventor of the structured payments ecosystem in 

India. The zestful and hastened enactment of this payments ecosystem is facilitated by 

extended use of technology and innovation. Payment Bank is new concept in India, and it is 

one of robust step towards the pursuit of the objectives of creating world best standard 

payment system and bringing more population in financial inclusion. They will make use the 

Mobile phone Platform to provide the services of transactions between two or more parties. 

They have been curated to provide banking services in the most backward and remote areas 

of country to increase the pace of economic progress and financial inclusion. Payment banks 

will be available where physical expansion is not possible and most importantly bring a dip in 

the cost of banking services when compared to traditional banks. It is linked to another bank, 

having the smaller ruling area, will provide like traditional banks provide ATM, Debit card, 

internet banking, and for third party transfer. But they cannot provide credit to customers, it 

just provides interest for depositor and account holder, everyone can deposit to their account 

up to two lakhs (Rs.200000) not more than. (www.rbi.org). 

According to the Reserve Bank of India, the primary goal of establishment of payment bank 

is to cover masses and to stimulate the process of financial inclusion. They provide services 

mainly to mobile labour workforce, low-income households, unorganized sector companies, 

and the people with moderate savings. 

The idea of Payment bank was brought by Nachiket Mor In September 2013. The concept to 

set up the payment banks was purposed by committee believing that they will give minor  

interest to customer who deposit their money in it. Payment banks are introduced under the 
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special class of banks where they can operate offering a limited range of services of 

remittances and receipt of money. They mainly different from traditional banks in terms of 

services like they are prohibited to carry out lending services and issuance of Credit Cards.  

When introduced by RBI in February 2015, 41 applicants applied for the license. Payment 

banks are registered under the Companies Act 2013 but on the functioning  of payment banks  

a host of legislations such as RBI Act, 1934; Foreign Exchange Management Act, 1999, 

Banking Regulation Act, 1949; Payment and Settlement Systems Act, 2007 etc are 

applicable. On the basis of applications Reserve Bank of India, on 19 August 2015 granted 

"in-principle" licenses to eleven institutions to float the idea of payments banks. The above 

said license was valid for 18 months. In the license the institutions are required to abide by 

mandatory provisions and they are not permitted to carry core banking activities within the 

licensed timeline  of 18 months. If RBI is satisfied with the implementation of mandatory 

provisions, then it can permit full licenses under Section 22 of the Banking Regulation Act, 

1949. here the  list of RBI of  payments banks who are sanctioned  provisional licenses:  

List of payment banks in 2015 that are given license: 

1. Aditya Birla Nuvo Limited (Idea)  

2. Airtel M Commerce Services Limited  

3. Cholamandalam Distribution Services Limited  

4. Department of Post, Govt. of India  

5. Fino Pay Tech Limited  

6. National Securities Depository Limited (NSE)  

7. Reliance Industries Limited  

8. Shri. Dilip Shanthilal Shanghvi (Sun Pharma)  

9. Shri. Vijay Shekhar Sharma (Paytm)  

10. Tech Mahindra Limited  

11. Vodafone m-pesa Limited 

Active banks in 2022 

 India Post Payments Bank Ltd 

 FINO Payments Bank Ltd 

 Paytm Payments Bank Ltd 

 Jio Payments Bank Ltd 

 Airtel Payments Bank Ltd 

https://ippbonline.com/web/ippb
https://www.finobank.com/
http://www.paytmbank.com/
https://www.jiopaymentsbank.com/
https://www.airtel.in/bank
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The following payment banks have surrendered their license:  

 Cholamandalam Distribution Services 

 Sun Pharmaceuticals  

 Tech Mahindra 

The following is the list of defunct payments banks:  

 Aditya Birla Payments Bank (26 July 2019)  

Vodafone m-pesa Limited (source rbi.org) 

2. Functional areas permitted by RBI for Payment Banks – 

 They can accept deposit up to Rs. 2,00,000 and give interest on it like traditional 

banks  

 They cannot offer loans to its customers 

 They can provide the services of online receipt and transfer of funds through mobile 

apps 

 They can issue debit cards usable on ATM machines but  can‘t issue credit cards 

 They can facilitate transfers and remittances via mobile phone. 

 Payment banks can provide forex services including issuance of forex travelers’ cards 

at lower charge basis. 

 They can be used to transfer the money to bank accounts directly without or at very 

meager charge. 

3. Review of literature: 

Rahmath Safeenaet.al, (2012) find out in his study that use of Technology and Mobile 

Banking has made the transfer of funds easy and it is user friendly too. With advent of 

mobile banking and E- banking, various services like use of Automatic Teller Machines 

(ATMs) and Tele-banking, utility bill payment and multiple allied services are available to 

customers in banking . 

KPMG (2015) defined payment banks as the 'challenger' banks in India. It was found in the 

study  that payment banks are going to challenge other existing banks as they  will offer 

selective unique banking services and with no legacy  obstacles  it will have greater 

responsiveness towards customers needs  which can attract more customers. 
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Nidhi Chandarana (2015) in her paper conducted as study on “Payment Banks- A Need of 

Digital India”. She advocated that payment banks have change the way of banking because 

they ,make use mobile platform to render basic banking services with mobile phones. And 

the decision to license them will bring a sense of security of money transacted through 

payment banks. It is found that payment banks have given enormous  exciting opportunities  

for digital financial inclusion in India. 

Kohli and Patel (2016) conducted the study on the payment banks started by Indian 

telecommunication companies such as Airtel and Vodafone Idea which are there to accept 

the payment. This has enabled to decrease the volume of cash based transaction performed.  

Iyer et al., (2018) found out that the establishment of payment banks are required to reach      

to the unbanked customers especially those who are having low disposable household 

income and small businesses. They mentioned in their study that people with low income  

mostly migrant workers were more inclined towards payment banks services because it 

facilitates the transfer of money to their homelands without any hassle at a low cost. 

Findings of the study show that most of respondents’ basically low income people were 

unaware about the services being provided. So in it is purposed that there is necessity of 

campaigns to educate them by banking Institutions as well as government of India. 

Rupa et al(2021). Conducted study on use of payment banks by College Students during 

Covid period. It was concluded that majority of respondents under survey were using 

payment banks to exchange money. Paytm bank was the first choice when they have to use 

payment banks for banking transactions. On the basis of findings of study it is suggested 

that more awareness campaign are required to increase their use moreover people should 

educated about the various services they are offering. 

4. Research Gap 

Majority of the Past studies are based on the availability of payment banks as well as 

payment banks as a branch of E-Banking in India but very few have been conducted on the 

awareness level regarding payment banks and satisfaction level. So in this study, mainly 

these two concerns have been discussed. 

5. Research methodology 

The population of the given study is limited to the people of Ludhiana City (who are also the 

respondents of the study). The random convenient sampling is used for carrying out the 
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present research . A sample compromising of  200 respondents were studied gathering their 

demographic variables such as age, gender, education, occupation and income . This research 

involves both primary and secondary data. Primary data has been gathered from the 

respondents through online questionnaire (Google forms). It has been divided in two parts. 

Part-I include the information about demographic variables and part-II includes the 

information about factors affecting the use of payment banks. Secondary data has been 

collected from online databases of journals, articles, books, papers, websites and other web 

resources.  

The data so collected has been analyzed using percentage analysis, Chi – Square Analysis. 

Chi – square research methodology is used to examine the difference between categorical 

variables in the same population. The principal component analysis using factor loading was 

used to identify the variables and their satisfaction level with help of factor loading 

6. Objectives of the Study 

1. To know the awareness level of the target population about payment banks. 

2. To study the factors affecting the satisfaction level of target population about services 

provided by payment banks 

Hypothesis:  Ho: There is no significant relationship between the demographical variables 

such as age, gender, qualification, occupation, income on customer awareness of Payment 

Banks.  

 Ha: There is a significant relationship between the demographical variables such as age, 

gender, qualification, occupation, income and the customer awareness on Payment Banks. 

7. Analysis and Interpretation:  

1. Mostly used Payment banks: 
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 Interpretation: It can be inferred from the above fig. that majority of the respondents are 

aware about Paytm (37%) followed by Indian post payment banks (29%),. The main 

reason behind it Paytm was the first digital wallet now Paytm bank so users were already 

using it for online payments. The reason behind the popularity of Indian post payment 

bank is it is government undertaking so has trust of people already. Only 6% of 

respondents under survey are aware of Airtel banks that are mostly their telecom users 

 1.1 Demographic profile 

 

 Hypotheses: 1.H0:   There   is   no significant relation between   demographic   factors 

such as age, gender, qualification, occupation, income and   awareness  level of payment 

banks. 

 Ha: There is a significant relationship between the demographical variables such as age, 

gender, qualification, occupation, income and the customer awareness level of  Payment 

Banks. 

Table (1.1) - Demographic profile 

 

Analysis of demographic profile and awareness  of payment banks 

Sr. no.  Age   responses Chi square P value significant Ho 

yes No 

1 20-25 47 13 

28.431 0.00001 significant Rejected 

2 25-30 29 9 

3 30-35 38 3 

4 35-40 17 12 

5 Above 40 13 19 

 total 144 56 

29%

6%

37%

15%

13%

Awareness about different payment banks

 India Post Payments Bank Ltd   FINO Payments Bank Ltd

 Paytm Payments Bank Ltd   Jio Payments Bank Ltd

Airtel Payments Bank Ltd
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Table (1.1 (a)) - Demographic profile 

Analysis of demographic profile and awareness  of payment banks 

Sr. No.  gender responses Chi square P value significant Ho 

yes No 

1 Male 93 15  

1.662 

 

1.97334 

 

Not 
significant 

 

accepted 2 Female 57 35 

3 total 150  

Table (1.1 (b)) - Demographic profile 

Analysis of demographic profile and awareness  of payment banks 

Sr. No.  occupation  responses Chi square P value Significant Ho 

yes No 

1 Businessma

n 

32 8  

 
35.20 
 

 
 

 

 

 
0.00001 

 

 
Significant 

 

 
Rejected 2 Service class 46 9 

3 Homemaker 7 18 

4 students 50 10 

5. others 12 08 

 total 147 53 

 

Table (1.1 (c)) - Demographic profile 

Analysis of demographic profile and awareness  of payment banks 

 

Sr. no.  Education  Responses Chi 

square 

P value Significant Ho 

yes No 

1 Higher 

Secondary 

30 15  
 

1.938 

 

 

0.585 

 

 

Significant 

 

 

Rejected 2 Graduate 46 16 

3 Postgraduate 38 16 

4 Doctorate 

/professional 

education 

31 8 

 Total 145 55 

 

Table (1.1 (d)) - Demographic profile 

 

Analysis of demographic profile and awareness  of payment banks 

Sr. no.  Monthly income Responses Chi square P value significant Ho 

Yes No 

1 0-25000 35 23  

 
1.871 

 

 
0.60 

 

 
significant 

 

 
Rejected 

2 25000-50000 41 18 

3 50000-75000 40 16 

4 75000 and above 19 8 

 Total 135 65 
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8. Interpretation:  

On the basis of above calculated values of chi square for the various demographic factors 

such as age, gender, occupation, education and income values; we can conclude that  

1. In case of age chi square value is 28.431 whereas p value is 0.00001; which is 

significant. So Ho hypothesis is rejected it signifies that age has relation with 

awareness of payment banks. 

2. For gender chi square value is 1.662, and p value is 1.97334. Which is insignificant ; 

it lead the way to the acceptance of Null Hypothesis. It indicates that gender has no 

relation with the awareness of payment banks. 

3. For occupation chi square value is 35.02, whereas p value is 0.00001.It clearly states 

the rejection of null hypothesis and acceptance of alternative hypothesis. Therefore it 

is assumed that occupation have impact on awareness of payment banks. 

4. In case of education and income level chi square values are 1.938&1.871 whereas p 

values are 0.585&0.60which is significant. So the null hypothesis is rejected. So it can 

be inferred that education profile and income has direct relation with the awareness 

level  about payment banks. 

 

1.2 Factors affecting usage of Payment Banks: 

Factor Analysis:  

 The exploratory factor analysis was used by using Principal Component Matrix Method 

and Varimax Rotation, to identify the factors influencing the customers towards payment 

banks services. 20 variables were taken up for the analysis out of which 3 variables were 

eliminated since the factor loading was very low and the rest 17 variables were reduced to 

5 factors. The result of rotated component matrix is being given below: 

Table (1.2) - Representing variables with factor loadings and their naming. 

Factor Naming Variables  Factor 

Loadings  

Factor – 1  

Transaction 

Speed  

Payment banks transfers are very quick when compared to 

traditional methods.  

0.763  

Payment banks are time savvy as it saves energy and travel time because there is 

no need  to stand in queue in banks.  

0.743  
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Payment banks  available 24x7 . 0.691  

A payment bank improves the speed of transaction.  0.565  

Factor – 2  

Compatibility  

I feel comfortable in using Payment banks as it suits 

me.  

0.793  

I think that using Payment banks fits my lifestyle.  0.780  

I found that using Payment banks is hassle-free.  0.786  

I  consider  payment banks useful with the way I like to shop.  0.655  

Factor – 3 

Connectivity  
The services are reachable and portable.  0.749  

The availability of internet network is required to ensure success of Payment 

banks.  

0.712 

I assume that Payment banks are accessible anywhere and anytime.  0.563  

Factor – 4  
Security  

Security issues have significant impact on use of 
Payment banks.  

0.813  

Trust in network service provider is vital for safe transaction.  0.769  

Technical expertise is required for performing secured transfers through payment 

banks.  

0.643  

Factor – 5  
Convenience  

and Benefits  

Users can easily do their various payments anywhere 
and anytime.  

0.679  

Payment banks are time savvy as well as energy and money.  0.606 

Discounts, reward points offers  provided by  Payment banks attract more users.  0.514  

 

The respondents under survey who are users of payment banks are influenced by various  

factors such as Transaction Speed, Compatibility, Connectivity, Security, Convenience and 

Benefits. These factors are important for the use of payment banks. The respondents feel that 

the services provided by payment banks are very much beneficial for them in various ways 

like doing transactions with payment banks saves their time and cost.. The fund transfers are 

made instantly just by a click. Their services are ubiquitous and convenient. 

Factor–1 “Transaction Speed” – Customers considered transaction speed is utmost required 

for their success. Now a day’s customers are highly sensitive towards  delivery of service, 

they want it without wastage of time. Time saving was found to be most significant factor for 

usage of payment banks to transfer of funds  

Factor–2 “Compatibility” – Compatibility of technology with lifestyle is found significant 

for the payment banks. It is also significant for smart phone users for its wider acceptance for 

making or receiving payments. 

Factor–3 “Connectivity” – Connectivity refers to the speedy accessibility with the systems 

and programs for speedy transfer of funds online.  Poor connectivity will restrict the use of 

payment banks.  

Factor–4 “Security” – Security concerns restricts the usage of digital payment system. It  is 

remotely related with this decision.  On the basis of above factor loading scores it is well 



IBMRD's Journal of Management and Research,                       Print ISSN: 2277-7830, Online ISSN: 2348-5922 

10.17697/ibmrd/2023/v12i1/172860 19    www.ibmrdjournal.com 

understood that security can impact the usage of payment banks. So the above said reasons 

proves that Security can be assumed as one of the major factors for use of payment bank. 

Factor–5 “Convenience and Benefits” – Availability (anytime, anywhere) is found to be 

greatest important variable of convenience. It is also established that Benefit of saving in cost 

and time a significant factor for  customer satisfaction for payment banks. 

Suggestions to increase the usage of payment banks:  

 For the overall success of payment banks , there should be awareness campaign to 

disseminate the information about its advantages and benefits of banking services. 

 There should be reassurance from payment banks to the customers about trust on 

digital banking activities. 

 Secure of transfer of money is utmost required to increase the wide acceptance. So 

there is need on the part of payment banks that security measures should be adequate.  

 There should be mass level programs concentrating mainly on the enlightening about 

the digital infrastructure of banks.  

  Payment banks should provide Customer support system to enhance its wide 

acceptance by masses. 

  They should offer reward points, incentives to attract more users. 

 Payment banks should organize various workshops and seminars to give the 

knowledge o especially about how to use gadgets for transactions.  

  On the part of Government; necessary infrastructure should be developed for the easy 

use of services of payment banks.  

9. Conclusion:  

In end we can conclude that to establish world class infrastructure of payment system, 

setting up of payment banks is a revolutionary step. They are complementary to the 

success of digital banking. Moreover it gives a perfect solution for setting up of 

banking structure without expending huge money as required to set up a branch. They 

can be operated with minimal infrastructure being digital in nature. so in the light of 

above study it can be concluded that people are positive towards its use .To  enlargen 

its horizon there  is need to create awareness as well as education to the under 

privileged population. In coming future more autonomy should be given to them to 

expand their operations. 
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