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Abstract: This research paper investigates the failure of customer service in payment banking, a sector crucial to the financial ecosystem. 

It addresses key research questions: What are the primary factors contributing to the deterioration of customer service in payment 

banking? How does this impact consumer trust and satisfaction? This study examines related research on service quality in financial 

services, employing a mixed - methods approach to collect quantitative and qualitative data. The findings reveal systemic issues, including 

inadequate technological support, training gaps, and regulatory challenges. Drawing comparisons with international best practices, the 

paper highlights deficiencies in the Indian context. The study concludes by proposing actionable recommendations, including 

technological upgrades, customer - centric policies, and improved training, to enhance service quality and restore trust in payment 

banking.  
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1. Introduction  
 

Customer service is a cornerstone of success in any industry, 

but its significance is magnified in payment banking, where 

trust and reliability are paramount. Despite India’s rapid 

digitalization and the push towards a cashless economy, the 

payment banking sector has faced increasing criticism for 

poor customer service. Delayed transactions, unresponsive 

helplines, and unresolved complaints have become common 

grievances. The Reserve Bank of India (RBI) mandates 

specific service standards for banks, such as timely grievance 

redressal, 24/7 helpline availability, and seamless digital 

transactions. However, these standards are often unmet, 

leading to customer dissatisfaction and regulatory scrutiny.  

 

Internationally, countries like the UK and Singapore have set 

benchmarks in payment banking by integrating advanced 

technology, customer - centric policies, and strong regulatory 

oversight. For example, Singapore’s PayNow and the UK’s 

Open Banking initiatives have significantly improved 

customer experiences through seamless interoperability and 

advanced fraud detection mechanisms. This study aims to 

explore the root causes of service failures in India’s payment 

banking sector, their implications, and potential solutions by 

drawing lessons from global best practices.  

 

2. Literature Review  
 

The literature on customer service in payment banking 

highlights critical themes such as technological innovation, 

regulatory frameworks, and customer - centric strategies. 

Parasuraman, Zeithaml, and Berry (1988) introduced the 

SERVQUAL model, which remains a cornerstone in 

evaluating service quality. Their framework emphasizes five 

dimensions—tangibles, reliability, responsiveness, 

assurance, and empathy—as essential to customer 

satisfaction.  

 

Kotler and Keller (2016) argue that customer experience is a 

key differentiator in competitive markets, especially in 

financial services. Their research underscores the importance 

of real - time support and personalized service in building 

customer loyalty. Similarly, Deloitte’s (2023) study on the 

state of customer experience in financial services identifies 

technological integration, such as artificial intelligence (AI) 

and machine learning, as transformative forces.  

 

RBI guidelines on customer service in banks provide a 

regulatory backdrop, mandating grievance redressal 

mechanisms and transparency in communication. However, 

studies reveal significant gaps in implementation. For 

instance, Gupta and Sharma (2022) highlight that while 

Indian banks have adopted digital platforms, their inability to 

handle high transaction volumes and address fraud effectively 

erodes trust.  

 

Internationally, the Monetary Authority of Singapore (MAS) 

and the UK’s Financial Conduct Authority (FCA) provide 

models of regulatory excellence. Both regulators emphasize a 

proactive approach to customer protection, incorporating 

sandbox environments for innovation testing and strict 

accountability measures. A comparative analysis by 

Accenture (2022) finds that Indian payment banks lag behind 

due to limited technological adoption and inadequate staff 

training.  

 

3. Methodology  
 

To analyze the decline in customer service, a mixed - methods 

approach was employed to ensure a comprehensive 

understanding:  

 

1) Data Collection:  

• Quantitative: Surveys targeting 500 customers from 

leading payment banks such as Paytm Payments Bank, 

Airtel Payments Bank, and India Post Payments Bank. 

Metrics included satisfaction levels, response times, and 

issue resolution rates.  

• Qualitative: In - depth interviews with 20 customer 

service executives, industry experts, and regulatory 

officials to understand operational and regulatory 

challenges.  
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2) Sampling:  

• Stratified sampling ensured representation across diverse 

demographics, including urban and rural customers, 

varying income groups, and different age brackets.  

 

3) Analysis Tools:  

• Statistical analysis using SPSS to identify trends, 

correlations, and significant patterns.  

• Thematic analysis of interview transcripts to uncover 

recurring themes and actionable insights.  

 

4. Findings and Results 
 

1) Key Issues Identified:  

 

a) Technological Failures:  

• 35% of survey respondents reported frequent downtime 

in banking apps, leading to transaction failures. For 

instance, a significant outage in December 2023 

disrupted millions of transactions during peak shopping 

hours.  

• Comparison: In contrast, Singapore’s PayNow system 

achieves near - zero downtime due to robust 

infrastructure.  

 

b) Inadequate Training:  

• Over 60% of customer service executives cited 

insufficient training as a major barrier to effective 

problem resolution.  

• Example: Executives reported challenges in addressing 

Unified Payments Interface (UPI) - related fraud due to 

limited knowledge of RBI’s fraud management 

guidelines.  

 

c) Regulatory Constraints:  

• Stringent compliance requirements, such as Know Your 

Customer (KYC) norms and transaction limits, often 

delayed resolution times, frustrating customers.  

• Example: While the RBI mandates grievance redressal 

within 30 days, 25% of complaints remain unresolved 

within this timeframe.  

 

2) Customer Sentiments:  
 

a) Dissatisfaction Rates:  

• 45% of respondents expressed dissatisfaction with 

response times.  

• Rural customers faced additional hurdles due to language 

barriers and lack of digital literacy.  

 

b) Trust Deficit:  

• Net Promoter Scores (NPS) declined by 20% over three 

years, signaling erosion in customer trust.  

• International Comparison: UK’s Open Banking 

framework ensures transparency and builds customer 

confidence, resulting in higher satisfaction rates.  
 

3) Case Studies:  
• India: A major payment bank faced regulatory penalties 

for not addressing complaints related to fraudulent 

transactions within the stipulated timeline. Customers 

reported significant financial losses.  

• International: The UK’s Monzo Bank resolved 95% of 

complaints within 24 hours using AI - driven chatbots 

and proactive customer engagement strategies.  

 

5. Discussion 
 

The findings reveal a multi - faceted crisis in customer service 

within payment banking. Technological inadequacies, 

coupled with insufficient training and rigid regulatory 

frameworks, have created a perfect storm. A deeper analysis 

highlights systemic gaps:  

a) Technological Gaps:  

• Indian payment banks lag behind international peers in 

adopting advanced AI - driven support systems. For 

instance, the UK employs AI chatbots capable of resolving 

90% of queries instantly.  

• Example: RBI’s vision for 24x7 digital banking services 

remains unfulfilled due to underinvestment in IT 

infrastructure.  

 

b) Training Deficiencies:  
• Regular and mandatory training programs, as seen in the 

US, are essential to empower staff to handle evolving 

customer needs and cyber threats.  

• Example: Only 15% of customer service staff in Indian 

payment banks receive annual refresher training.  

 

c) Regulatory Rigidities:  
• RBI’s prescriptive compliance norms need to evolve into 

a more flexible, outcome - based approach, akin to 

Singapore’s Monetary Authority framework.  

• Example: Singapore’s MAS allows sandbox environments 

for testing innovative solutions, speeding up service 

improvements.  

 

6. Recommendations 
 

a) Invest in Technology:  

• Implement AI and machine learning for predictive 

analytics to prevent system downtimes.  

• Develop multilingual support tools to cater to diverse 

customer bases.  

 

b) Enhance Training:  
• Collaborate with organizations like NIPCCD to design 

comprehensive training modules.  

• Include periodic assessments to ensure staff competency.  

 

c) Regulatory Reforms:  
• Shift to outcome - based compliance models to reduce 

procedural bottlenecks.  

• Encourage self - regulation among payment banks to 

foster accountability.  

 

d) Customer - Centric Policies:  
• Introduce compensation mechanisms for delayed or failed 

transactions.  

• Example: The UK mandates automatic compensation for 

service disruptions, enhancing accountability.  
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Appendix  

 

Appendix A: Survey Questionnaire The survey included 20 

questions measuring customer satisfaction, response times, 

and issue resolution rates. Sample questions:  

1) How satisfied are you with the response time of your 

payment bank? 

2) Have you experienced a transaction failure in the past 

three months? 

 

Appendix B: Interview Questions 

1) What are the most common challenges you face in 

resolving customer issues? 

2) How often do you receive training to handle customer 

queries? 

 

Appendix C: Statistical Data  

Table 1: Customer Satisfaction Ratings by Demographics 

• Age 18 - 25: 45% satisfaction 

• Age 26 - 40: 50% satisfaction 

• Age 41 - 60: 40% satisfaction 

 

Graph 1: Decline in NPS (2018 - 2023)  

 

Table 2: International Comparison of Customer Satisfaction 

Rates 

• India: 40% 

• UK: 75% 

• Singapore: 80% 

 

Appendix D: Graphs and Tables  

 

Table 1: Customer Satisfaction Ratings 
Country Customer Satisfaction (%) 

India 40 

UK 75 

Singapore 80 

 

Table 2: International Comparison of Satisfaction Rates 
Age Group  Satisfaction (%) 

18- 25 45 

26- 40 50 

41- 60 40 

 

 
Graph 1: Decline in NPS (2018 - 2023) 

 

Paper ID: SR25122204441 DOI: https://dx.doi.org/10.21275/SR25122204441 939 

http://www.ijsr.net/



