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Digital Transformation in Non-Banking Financial Companies (NBFcy,

Jadhav Kalpana Sukhdev Dr. Neha Nalawade |
4

Shri Shahu Mandir Mahavidyalaya, Pune. J

Abstract :

1‘.‘ today’s world, technology has made a huge difference in every part of our lives. Businesses g, us

dfgital tools to make their work simple, fast, and safe. The financial sector, especially Nop.p ing
Financial Companies (NBFCs), is also changing its way of working through digital transformatiop, i g
NBFCs depended on paperwork, long processes, and face-to-face meetings to give loans, collect Payme,l,:'
and communicate with customers. But now, digital tools are helping them to serve customers faster, redy, ¢
human error, and increase trust. 4

This research paper focuses on understanding the role of digital transformation in NBFCs. The Study ;
based on secondary data, which means the information is collected from research papers, articles,jouml:
websites, and company reports. The paper explains how NBFCs are using mobile apps, websites, cloué
storage, and software systems to provide smooth financial services to their customers. Digital technolog,
is not only helping NBFCs save money and time but also making services available to people living j,

villages, small towns, and remote areas.

The paper also highlights the problems that NBFCs face during digital change, such as the cogt of
new systems, the need for staff training, and the risk of cybercrime. Even with these problems, digity|
transformation has helped many NBFCs grow their business, improve customer satisfaction, apd stay strong
in the market. Digital tools allow NBFCs to collect better customer data, check loan eligibility faster, ang
reduce paperwork. This saves time for both the company and the customer.

The research shows that digital transformation is necessary for NBFCs to survive in today’s competitive
world. Those who adopted digital changes are now leading the market, while others are struggling to keep
up. Digital platforms have improved the speed, quality, and safety of services. In the future, more advanced

technology will help NBFCs reach even more people, especially in rural areas. The paper concludes that
digital transformation is not just an option but a must for NBFCs to grow and stay connected with their

customers.

Introduction financial help from NBFCs was slow and full
Digital technology has become an important part of of pap e.:rwork. Cust.omers had t? visit the offic
every business in the modern world. From online many times and wait for a long time for approvlrl.
shopping to digital payments, ever ything has Employees had to check every documeflt manually,
become easier for both customers and businesses. and there WeLs Hany Chances‘ of mlkf‘.takes. B]ut
The financial sector is one of the biggest examples aﬁer. adopting digital syste.ms like online p.or:ia tsa
of how digital tools can make work faster, safer, mObllf apps, cloud computing, and automatic ale
and more comfortable. Non-Banking Financial checking, the whole process has beconflre S"t]l]]r;ir
Companies (NBFCs) are also part of this change. and fast. Customers can apply for a loan from ;

home, and the company can check their details

These companies help people who cannot always A o
get loans from regular banks. Over the years, within minutes.
NBFCs have been using new digital systems to
their services better and to reach more people.

NBFCs are using digital tools not only to improve

speed but also to offer better services. Dig"d
platforms allow NBFCs to track loans, Sef
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eminders, offer digital receipts, and
pa)“]ﬂ.ﬂ ) seqte record of all customer daq.
mﬂi"tanﬂ.ansfonnation also helps companieg to
pigl® vemment rules more c?refully and avoid
fonowg ural areas, where physical offices are less
JWTEIZ digital platforms allow NBFCs to reacpy
a0 ==,

custoruﬂfs easily.

carch paper will discuss the journey of

i rt:sfrom old traditional working styles to
NBFCS digital platforms. It will also study the
goder® and challenges of this transformation.
beneﬁ: er is based on secondary data and wjj|
ﬂ\efsctl: from research articles, company reports,
us:I websites to show how NBFCs are changing in
’;‘d yy's digital world. This change is helping them
'ﬂow their business, improve customer trust, ang
;reale new opportunities for expansion,

peview of Literature

Many researchers, experts, and industry reports
pave studied the impact of digital transformation
on Non-Banking Financial Companies (NBFCs) in
India. Each of these studies highlights the growing
nle of digital tools, platforms, and artificial

ntelligence in improving the way NBFCs operate
and serve their customers.

Deloitte (2023) in its latest report pointed out that
NBECs are now using Artificial Intelligence (AI)
and data-driven decision-making to approve loans
faster, assess risks more accurately, and detect fraud
i early stages. The report highlights that digital
tansformation is not Just a tool for automation

but has become 5 strategy for improving customer
“perience and operational strength.

The RBI Financial Stability Report (2022) also
Scussed how the NBFC sector is going through
2 digita) change, especially after the COVID-19

Pdemic, The report underlined that digital
“thnology helped NBFCs
®Perations, reduce hum
“Astomer datg even du
"etainty, The ppy

S llowed NBFCs to remain stable and
Mprove financia] safety in challenging times.

smooth
an errors, and handle large
ring lockdowns and market
s study shows that digital

maintain
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A study by KPMG (2021) mentioned that digital
transformation is helping NBFCs reduce operational
Costs. Automation of loan applications, digital
KYC, and paperless documentation saved a lot of
time and money, making financial services more
accessible for customers. KPMG also highlighted
that companies using digital platforms were able to

reach more clients without opening new branches,
especially in rural areas,

PWC India (2022) in their research paper
discussed how digital platforms have allowed
NBFCs to become more competitive in the
financial market. The study pointed out that
companies using digital marketing,
relationship Mmanagement (CRM) syst
online loan platforms were able to attract more
customers than traditional NBFCs, This research
clearly showed that digital transformation has

created new opportunities for NBFCs to grow in
both urban and rura] markets.

customer
ems, and

Earlier, Singh and Sharma (2020) explored the link
between digital innovation and business success

in the NBFC sector. Their research proved that

NBFCs using cloud-based systems, secure payment

gateways, and real-time customer service platforms
built higher trust and loyalty among customers.
Their study also pointed out that digital tools
reduced the loan approval time, which led to better
customer satisfaction and repeat business.

In addition to these, Ravi and Kaur (2021) in their
paper discussed the way digital systems like mobile
applications and automated systems improved the
customer experience for NBF(Cs. They concluded
that digital transformation is an essential part of
modern NBFC operations, helping companies

maintain transparency, speed, and security in
financial dealings.

All these research studies, reports, and expert
findings confirm that digital transformation is not
a choice but a necessary change for NBFCs. The
available literature shows that adopting digital
tools is helping NBFCs reduce their costs, improve
customer relationships, offer faster services,

and become more stable in a changing financial
environment.
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Research Gap

While a lot of research has been done on the
importance of digital transformation in the financial
sector, there are still some areas that need more
attention, especially when it comes to NBFCs
in India. Many studies and reports highlight how
digital tools like artificial intelligence, mobile apps,
cloud computing, and online platforms are helping
NBFCs work faster, reduce errors, and improve
customer service. However, most of these studies
focus more on banks or global financial institutions,
while NBFCs — especially those in small cities and
rural areas — are often left out.

Another gap in existing literature is that many
reports explain the benefits of digital transformation
but do not talk much about the challenges that
NBFCs face when adopting new technologies. For
example, small NBFCs may find it difficult to invest
in modern IT systems or train their staff for digital
working. This practical side of the story is missing
in many studies.

There is also limited research on how digital
transformation has helped NBFCs during uncertain
situations, such as the COVID-19 pandemic, market
slowdowns, and new government regulations.
Although the RBI Financial Stability Report (2022)
mentioned some observations, in-depth research on
the ground-level impact on NBFCs is still lacking.

Moreover, some research highlights customer
satisfaction and cost-saving benefits of digital
change, but fewer studies have explored whether
NBFCs are fully using digital strategies in both
urban and rural areas. This gap is important because
a large number of NBFC customers come from
semi-urban and village regions.

Considering these gaps, the present research aims
to deeply understand how digital transformation
is helping NBFCs improve their operations and
grow in the Indian financial market. This study is
based on secondary data and tries to give a simple
and clear picture of the digital shift in NBFCs,
especially from the Indian context, which previous
studies have not fully covered.

112

g

Objective of the Study

The main purpose of this research is to Study (h,
role and importance of digital transformagjq, i
the growth and smooth working of NO"'Banking
Financial Companies (NBFCs) in India, g,
the last few years, the financial industry hag seen
many changes because of new technology. NBF(;
are also accepting these digital tools to make their
services faster, safer, and more customer-ﬁiendly_

1. To study the role of digital transformation in the
growth and development of NBFCs.

2. To understand how digital tools help NBF(s
improve customer service.

3. To identify the main challenges faced by NBF(s
in the process of digital transformation.

4. To suggest solutions for smooth and successfu]
digital transformation in NBFCs.

5. To explore how digital transformation can
improve customer trust and satisfaction in
NBFCs.

Hypothesis

Null Hypothesis (Ho): Digital transformation

has no significant impact on the performance and
growth of NBFCs,

Alternative ~ Hypothesis  (H:):  Digital
transformation has a significant positive impact on

the performance and growth of NBFCs.
Research Methodology

In any research, the research methodology i
an important part that explains how the study
was conducted and which sources were used to
collect the information. The present research on
“Digital Transformation in NBFCs” is fully based
on secondary data. Secondary data means the
information has been collected from materials and
reports that are already published and available to
the public. This study does not include any direct
interviews, surveys, or fieldwork, but instead uses
information from trusted and recognized sources.

The researcher has referred to various reliable
secondary data sources such as research journals:
government reports, annual reports of NBFC

_\___/__/
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plications of Reserve Bank of India
P‘“ies’ sl agazines, newspapers., and online
L e SOUICES offef valuable mforpation
3 g joption of fhgltal transformation by

thin ndia, its impact, advantages, and

h, reports from organizations like
.. researchh .
E {ris MG, PWC India, and the Reserve Bank
1 pc“’i‘fe’ I) were deeply studied. For example,
2 Financial Stability Report 2022 helped
t],,IIBI anding how NBFCs have grown with
g dcfsof digital changes and how digital tools
ehellP roved their financial stability. Similarly,
¢ u[?i)tte 2023 report explained how the use of
| Mﬁlﬁ):i 2| Intelligence (AI) and data-driven syst-efns
i . aking NBFCs more advanced and competitive
! e market.

ie KPMG 2021 report highlighted that the use
' i digital platforms has helped NBFCs reduce
perational COSts, which is a major advantage for
yoth the companies and their customers. The PWC
jadia 2022 report shared important findings about
powdigital adoption allows NBFCs to expand their
each to customers in both urban and rural areas.

=

. Inaddition to these, the researcher also studied

. msearch papers written by Indian scholars like

. Singhand Sharma (2020) to understand how digital
platforms are helping NBFCs to serve customers
beter and manage internal operations more
moothly. Along with this, websites of different
NBEC companies were also visited to observe the
ypes of digital services they are offering.

This research follows a descriptive research design,

i Which means the study is focused on describing
4 explaining the topic clearly based on available
?Hnation, without making any direct changes

' 0 it The collected data was carefully arranged,
| Mpared, and then analyzed to understand the

SNt position of digital transformation in the
! FC sector in India.

Using Secondary data has allowed this research to

Eather 8 wide variety of facts and opinions from
c“thermc sources, which makes the study more
0

Mplete, trustworthy, and valuable for future
"esearch,

significantly improved the competitiveness of

Data Analysis

Data analysis in this study involves examining
and interpreting the secondary data that was
collected from various sources, such as reports by
RBI, Deloitte, KPMG, PWC India, and academic
research papers. The aim is to understand how
digital transformation has impacted the functioning
of Non-Banking Financial Companies (NBFCs) in
India. This section organizes the data into specific

themes to answer the research objectives and
hypotheses.

The first step in analyzing the data was to
categorize the information based on its relevance
to the research questions. Key themes such as
digital tools adoption, reduction of operational
costs, improvement in customer service, increased
competitiveness, and expansion into rural areas
were identified. Each of these themes is critical in

understanding how NBFCs are evolving with the
help of technology.

For example, reports from Deloitte (2023) and
KPMG (2021) provided insights into how the
adoption of Al and data-driven decision-making
has helped NBFCs improve efficiency. The
data showed that many NBFCs are adopting Al
technologies for credit scoring, customer support
chatbots, and risk management, which are resulting
in improved operational speed and accuracy. The
analysis of these reports revealed that NBFCs that
implemented Al-driven systems experienced a
reduction in paperwork, fewer errors in transactions,
and quicker customer service responses.

Another important theme in the data analysis was
the reduction in operational costs through digital
transformation. Reports from PWC India (2022)
highlighted how digital platforms are reducing
costs by automating manual processes, streamlining
operations, and providing better management of
financial transactions. The data from these sources
showed that NBFCs using cloud-based solutions
and mobile apps are able to serve a larger number
of clients at a lower cost, as compared to those still
relying on traditional methods.

The data also showed that digital platforms have

3
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NBF‘CS A the financial sector. For instance,
RBI’s Financial Stability Report 2022 pointed out
it NBI_:CS using digital platforms can provide
competitive interest rates and reach customers

more effectively, including those in remote rural

lz:reas. The analysis revealed that digital adoption
as z?llowed NBFCs to offer better customer
experiences, leading to an increase in their market

share, especially among younger and tech-savvy
customers,

Additionally, the data analysis revealed that
customer satisfaction has improved with the digital
transformation. According to reports from Singh
and .Sharma (2020), NBFCs have been able to
provide quick loan approvals, secure transactions,
and personalized services, all of which contribute
to higher customer satisfaction. The study found
that customers are more likely to choose an NBFC
that offers easy access to services through mobile
apps or online platforms.

In summary, the analysis of secondary data shows
that digital transformation has had a positive impact
on NBFCs in India. It has helped reduce operational
costs, improved customer service, made the
companies more competitive, and allowed them to
expand into new markets. The use of Al and data
analytics has made a significant difference in the
overall functioning of these financial institutions,
which proves the relevance and importance of
adopting digital tools for business growth and
customer satisfaction.

Findings

The findings of this study are based on the analysis
of secondary data sourced from multiple reports
such as RBI’s Financial Stability Report (2022),
Deloitte (2023), KPMG (2021), PWC India (2022),
and academic studies like Singh and Sharma
(2020). The study aimed to explore the impact of
digital transformation on Non-Banking Financial
Companies (NBFCs) in India. From the data
analysis, the following key findings emerged:

1. Enhanced Efficiency through Al Adoption:
One of the significant findings of this research
is the widespread adoption of Artificial
Intelligence (AI) inNBFCs, leading to increased

= 114

. Increased

operational efficiency. Al is now being useq -
various areas, including credit scoring, C“Stoml
service, and risk management. Deloit(e 202;
reports that Al has enabled NBFCs tq p"Oces)
loan applications faster, automate routipe taskss
and reduce human error. The KPMG (202].
report highlighted that Al-driven credi scoriy
systems allow NBFCs to make more accury,
lending decisions, reducing the risk of defﬂults

. Reduction in Operational Costs: Anothe,

important finding is the reduction in Operatiop,
costs due to digital transformation. PW¢ Indi
(2022) emphasized that the automation
manual processes, especially in areas like loan
disbursements and document verification, by
allowed NBFCs to reduce costs. Additionally,
cloud computing and digital platforms haye
made it possible for NBFCs to manage thej
operations with fewer physical resources,
leading to further cost savings. As a resul,
NBFCs can offer more competitive interes
rates to customers, improving their market
position.

Competitiveness: The
competitiveness of NBFCs has improved
significantly through digital transformation. The
RBI Financial Stability Report (2022) indicated
that NBFCs offering digital banking services are
attracting more customers, particularly younger,
tech-savvy clients who prefer online banking.
The use of digital platforms allows NBFCs to
offer services such as instant loan approvals and
easy access to financial products, giving them
a competitive edge over traditional financial
institutions.

. Improved Customer Satisfaction: Digital

transformation has greatly improved customer
satisfaction within the NBFC sector. According
to Singh and Sharma (2020), customers nOW
enjoy quicker loan processing, €asy access (0
financial services, and enhanced security: The
shift to mobile apps and online platforms has
allowed customers to carry out transacti(_)nS
from the comfort of their homes, increasi’e
their overall satisfaction with NBFCs. Fastef

—_—
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the current financial landscape.

ng times and better user experiences

cSSi B
zn’- itical factors driving customer loyalty and

etention-

AceesS to Rural Markets: Another key finding
- the expansion of NBFC services into rural
reaS. Digital platforms have made it possible
for NBFCs to reach a larger, underserved
custommer base, especially in rural and remote
areas. According to PWC India (2022), digital
(ools have allowed NBFCs to provide financial
services in regions where traditional banking
nfrastructure is limited. By offering services
such as microloans, digital wallets, and mobile
payments, NBFCs are expanding their market
reach, which is particularly important for
financial inclusion.

Regulatory Compliance and Risk
Management: The digital transformation in
NBFCs has also helped improve regulatory
compliance and risk management. As noted
by Deloitte (2023), digital tools allow NBFCs
to monitor and comply with regulatory
requirements more efficiently. Automated
systems help track transactions in real time,
ensuring that financial institutions are always in
line with regulatory standards, which is crucial
for maintaining stability and trust in the financial
system.

In the summary of findings of this study show
that digital transformation has played a crucial
role in improving the overall functioning of
Non-Banking Financial Companies (NBFCs)
in India. The adoption of Al, cloud computing,
and digital platforms has led to greater
efficiency, cost reduction, competitiveness,
and customer satisfaction. Furthermore, the
ability to expand into rural areas and improve
regulatory compliance demonstrates the wide-
reaching benefits of digital technologies for
NBFCs. These findings suggest that digital
transformation is not just a trend but a critical
factor in the growth and success of NBFCs in

R
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Conclusion

In conclusion, this study highlights the profound
impact that digital transformation has had on Non-
Banking Financial Companies (NBFCs) in India.
The adoption of cutting-edge technologies such as
Artificial Intelligence (AI), cloud computing, and
digital platforms has allowed NBFCs to achieve
significant improvements in their operations. These
technological advancements have led to reduced
operational costs, enhanced customer satisfaction,
and a greater ability to reach underserved markets,
particularly in rural areas.

The findings from reports such as Deloitte
(2023), KPMG (2021), PWC India (2022), and
RBI's Financial Stability Report (2022) provide
strong evidence that digital transformation is not
just a temporary trend but an essential driver of
efficiency, competitiveness, and growth in the
NBFC sector. Additionally, Al-driven solutions
have allowed NBFCs to offer more accurate and
faster loan approvals, thereby enhancing credit risk
management.

Furthermore, this research also reveals that
digital platforms have increased the accessibility
of financial services for a larger portion of the
population, including those in remote and rural
areas. This has significantly contributed to the
financial inclusion agenda of India.

However, the study also identifies the need for
continuous innovation and adaptation to keep pace
with rapid technological changes. While NBFCs
have made significant strides, there is still a long
way to go in terms of fully integrating digital
technologies across all aspects of their operations.
The regulatory landscape will also need to
evolve to address the challenges posed by digital
transformation and ensure a stable and secure
environment for both customers and financial
institutions.

Overall, digital transformation has proven to be a
game-changer for NBFCs in India, offering a wide
range of benefits. As the industry continues to
innovate and adapt to digital trends, it will likely
play an even more important role in the country’s
financial ecosystem in the years to come.
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Suggestions
n the findings of this study, the following
are proposed for Non-Banking

(NBFCs) to enhance their
overall business

Based 0
suggestions
Financial Companies
digital transformation journey and
performance:

1. Invest in Artificial Intelligence and Machine

Learning: NBFCs should further invest in Al
and Machine Learning (ML) technologies to
enhance their credit risk assessment processes.
These technologies will enable better prediction
of borrower behavior, leading to more accurate
credit scoring and reducing the likelihood of

defaults.

2. Expand Digital Platforms to Rural Areas:
As digital platforms have shown promise in
expanding market reach, NBFCs should focus
on reaching rural and semi-urban markets where
traditional banking infrastructure is lacking.
Offering mobile banking and digital wallets
could help in bridging the financial inclusion

£ap-

3. Focus on Cybersecurity: With the increasing
reliance on digital platforms, cybersecurity
becomes a critical issue. NBFCs must invest
in robust cybersecurity measures to protect
customer data and ensure the trust of their
clientele. This includes implementing multi-
factor authentication and end-to-end encryption.

4. Enhance Customer Experience: While digital
platforms have improved customer experience,
NBFCs must continue to enhance their services
by offering user-friendly interfaces and 24/7
customer support. Personalizing the customer
experience through digital means, such as using
Al chatbots or tailored financial advice, will help
in maintaining customer loyalty.

5. Upgrade Workforce Skills: To make the most
out of digital transformation, NBFCs should
provide training and skill development programs
for their employees. As technologies evolve,
employees must stay updated with new tools,

processes, and security protocols.

6. Collaborate with Fintech Compapjq,, .
can benefit from collaborating With‘ I8
companies to develop innovative solu .
leveraging the agility and technologicg eOIls.
of fintech startups, NBFCs can i“trodux $
products and services quickly, which cap, 4
them with a competitive edge. e

7. Regulatory Alignment: The governpe,
regulatory bodies should work cloge] t h
NBFCs to ensure the regulatory fm: G
keeps pace with the evolving digital Jap S
Streamlined policies will help in facifipae -
the digitalization process While safeguay;
consumer interests. "
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