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ABSTRACT 

Abstract—Artificial Intelligence (AI) powered chatbots have emerged as a transformative 

tool in the banking sector, reshaping the way financial institutions interact with customers. 

This paper examines the role of AI chatbots in enhancing customer experience (CX) in 

banking, focusing on service quality dimensions such as responsiveness, accuracy, 

personalization, and accessibility. With banks increasingly deploying conversational AI for 

balance enquiries, fund transfers, complaint registration, and product recommendations, 

understanding customer perception and satisfaction has become essential. Primary data was 

collected through a structured questionnaire administered to bank customers who have used 

chatbot-based banking services, supplemented with secondary data from industry reports, 

bank publications, and academic literature. The study finds that 24/7 availability, faster query 

resolution, and reduced waiting time are the strongest drivers of customer preference for AI 

chatbots over traditional banking channels, while concerns persist regarding limited handling 

of complex queries and lack of human empathy. The paper concludes with practical 

recommendations for banks to enhance chatbot design, integrate human hand-off 

mechanisms, and strengthen data security to maximize customer experience gains. 

Keywords: Artificial Intelligence, AI chatbots, customer experience, banking sector, 

conversational AI, digital banking, customer satisfaction, natural language processing, 

fintech, service quality. 

 

1. INTRODUCTION 

The global banking industry has undergone a 

profound digital transformation over the past 

decade, driven by changing customer 

expectations, intensifying competition from 

fintech firms, and rapid advances in 

Artificial Intelligence (AI). Among the most 

visible manifestations of this transformation 

is the widespread adoption of AI-powered 

chatbots—software applications that 

simulate human conversation through text or 

voice to assist customers with banking 

transactions and queries. 

Customer Experience (CX) has become a 

key differentiator in retail banking, often 

outweighing price and product features in 

determining customer loyalty. Traditional 

banking channels—branch visits and call 

centres—are frequently associated with long 

waiting times, limited operating hours, and 

inconsistent service quality. AI chatbots, 

built on Natural Language Processing (NLP) 

and Machine Learning (ML), promise to 

address these limitations by offering instant, 

round-the-clock, and personalized customer 

support. 

Banks across India and globally have 

introduced chatbot assistants—such as 

HDFC Bank's EVA, ICICI Bank's iPal, 

SBI's SIA, and State Bank's YONO 

assistant—to handle routine enquiries 

including balance checks, mini statements, 

fund transfers, card blocking, loan eligibility 

checks, and complaint registration. These 

chatbots reduce the burden on human agents, 

lower operational costs, and provide 

customers with immediate self-service 

options. 
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However, the effectiveness of AI chatbots in 

genuinely enhancing customer experience 

depends on multiple factors, including 

conversational accuracy, response speed, 

ease of use, language support, and the ability 

to escalate complex issues to human agents 

when required. Poorly designed chatbots can 

frustrate customers and damage brand 

perception, while well-designed ones can 

significantly improve satisfaction and 

engagement. 

This study investigates customer perceptions 

and satisfaction levels regarding AI chatbot 

usage in banking, identifies the key benefits 

and challenges associated with chatbot 

adoption, and proposes practical 

recommendations for banks to enhance 

customer experience through more effective 

chatbot design and deployment. 

Background: The Reserve Bank of India's 

Digital Payments Index has risen 

consistently over recent years, reflecting the 

deepening penetration of digital banking 

channels, of which AI-driven customer 

service tools form an increasingly important 

component. Global advisory reports estimate 

that conversational AI in banking can reduce 

operational costs significantly while 

improving first-contact resolution rates, 

making this an area of considerable strategic 

importance to banks. 

2. OBJECTIVES OF THE STUDY 

• To study the extent of adoption and usage 

of AI chatbots among banking customers. 

• To examine customer perception and 

satisfaction towards AI chatbot-based 

banking services. 

• To identify the key factors driving 

customer preference for AI chatbots over 

traditional banking channels. 

• To analyze the role of AI chatbots in 

improving service quality dimensions 

such as responsiveness, accuracy, and 

personalization. 

• To identify challenges and limitations 

faced by customers while using AI 

chatbots in banking. 

• To compare customer experience between 

traditional banking channels and AI 

chatbot-enabled channels. 

• To suggest measures for banks to improve 

chatbot design and enhance overall 

customer experience. 

3. LITERATURE REVIEW 

[1] Turing (1950) proposed the imitation 

game as a test of machine intelligence, 

laying the conceptual foundation for 

conversational AI systems that simulate 

human-like dialogue, a principle underlying 

modern banking chatbots. 

[2] Weizenbaum (1966) developed ELIZA, 

one of the earliest natural language 

processing programs, demonstrating that 

rule-based conversational systems could 

create a convincing impression of 

understanding, foreshadowing later 

developments in customer service 

automation. 

[3] Parasuraman, Zeithaml, and Berry 

(1988) introduced the SERVQUAL model, 

identifying reliability, responsiveness, 

assurance, empathy, and tangibles as core 

service quality dimensions—a framework 

widely applied to evaluate digital and AI-

based banking services. 

[4] Gefen, Karahanna, and Straub (2003) 

examined trust and technology acceptance in 

online environments, establishing that 

perceived ease of use and usefulness 

significantly influence customer adoption of 

self-service technologies, including banking 

chatbots. 

[5] Chung, Ko, Joung, and Kim (2020) 

studied AI chatbot adoption in retail and 

service industries, finding that perceived 

intelligence and anthropomorphism of 

chatbots positively influence customer 

satisfaction and continued usage intention. 

[6] McKinsey & Company (2021) reported 

that banks deploying AI-driven virtual 

assistants achieved up to 30% reduction in 

customer service costs while improving 

first-contact resolution rates, highlighting 
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the dual efficiency and experience benefits 

of chatbot adoption. 

[7] Accenture (2021) found that customers 

increasingly expect 24/7 availability and 

instant responses from banks, with AI 

chatbots identified as a critical enabler of 

always-on banking experiences, particularly 

among younger, digitally native customers. 

[8] Trivedi (2019) examined customer 

perception of AI chatbots in Indian banking 

and reported that convenience and time-

saving were the strongest predictors of 

customer satisfaction, while inability to 

resolve complex queries was the leading 

source of dissatisfaction. 

[9] Reserve Bank of India (2023), through 

its Digital Payments Index, documented 

sustained growth in digital banking channel 

usage, providing macro-level evidence of the 

expanding role of AI-enabled self-service 

tools in the Indian banking ecosystem. 

[10] Rese, Ganster, and Baier (2020) 

demonstrated that chatbot-based product 

recommendations in financial services 

increased customer engagement, though 

effectiveness depended heavily on 

conversational design and contextual 

relevance. 

[11] NASSCOM and PwC India (2022) 

jointly reported that Indian BFSI firms were 

among the largest adopters of conversational 

AI in Asia, citing cost reduction, scalability, 

and customer convenience as primary 

adoption drivers. 

[12] Nguyen and Sidorova (2018) explored 

the dual nature of chatbot interactions, 

noting that while efficiency gains are 

substantial, the absence of human empathy 

can reduce customer trust in emotionally 

sensitive banking scenarios such as loan 

rejection or fraud disputes. 

[13] Singh and Ramachandran (2022) 

studied Indian private bank chatbots and 

concluded that multilingual support and 

seamless human hand-off significantly 

enhance customer satisfaction, particularly 

among non-metro customers. 

[14] Chatterjee and Bhattacharya (2023) 

found a significant positive correlation 

between chatbot usage frequency and overall 

digital banking satisfaction, reinforcing the 

strategic value of continued investment in 

conversational AI by banks. 

4. RESEARCH METHODOLOGY 

This study adopts a mixed-methods research 

approach, combining quantitative analysis of 

customer survey data with qualitative 

insights drawn from secondary industry 

sources, enabling both statistical assessment 

and contextual understanding of customer 

experience with AI chatbots in banking. 

4.1 Research Design 

A descriptive and analytical research design 

was employed. The descriptive component 

documents the extent and pattern of chatbot 

usage among banking customers, while the 

analytical component examines relationships 

between chatbot usage characteristics and 

customer satisfaction outcomes. The study is 

cross-sectional, capturing customer 

perceptions at a single point in time. 

4.2 Data Sources 

• Primary Data: A structured questionnaire 

was administered to bank customers who 

have used AI chatbot services for banking 

transactions. The questionnaire captured 

demographic details, frequency of chatbot 

usage, satisfaction ratings across multiple 

service dimensions (on a five-point Likert 

scale), and open-ended feedback on 

challenges faced. 

• Secondary Data: Industry reports from the 

Reserve Bank of India, NASSCOM, 

McKinsey & Company, and Accenture; 

bank annual reports and chatbot product 

documentation; and peer-reviewed 

academic journal articles on AI in 

banking and service quality. 

4.3 Sample Size 

Convenience and judgmental sampling were 

used to select 150 banking customers who 

have used AI chatbot services across both 

public and private sector banks. Respondents 



INTERNATIONAL JOURNAL OF ECONOMIC  SOCIAL SCIENCE AND MANAGEMENT LAW 

Peer Reviewed, Referred & Indexed Journal 

E-ISSN: 3070-0558 

VOL.5, NO. 2 (2024) 

50 Received: 26-03-2024 | Accepted: 01-05-2024 | Published: 08-05-2024 | www.ijeml.com 

 
 

 

 

were drawn from urban and semi-urban 

locations to ensure representation across 

different levels of digital literacy. Of the 150 

questionnaires distributed, 138 valid and 

complete responses were retained for 

analysis, yielding a response rate of 92%. 

4.4 Tools for Analysis 

• Descriptive statistics: mean, standard 

deviation, and percentage analysis of 

survey responses. 

• Frequency distribution analysis for 

demographic and usage pattern variables. 

• Five-point Likert scale analysis for 

customer satisfaction dimensions. 

• Cross-tabulation to compare traditional 

banking channels with AI chatbot 

channels. 

• Graphical representation (bar charts and 

pie charts) for findings on customer 

preference. 

5. DATA ANALYSIS AND 

INTERPRETATION 

5.1 Demographic Profile of Respondents 

Table I presents the demographic 

distribution of the 138 respondents who 

participated in the survey. 

Category Group % 

Gender Male 54.3 

 Female 45.7 

Age 18–25 years 28.3 

 26–35 years 34.8 

 36–50 years 26.1 

 Above 50 years 10.8 

Occupation Salaried 46.4 

 Self-employed 26.8 

 Student 17.4 

 Other 9.4 

Table I: Demographic Profile of Respondents 

The sample is fairly balanced across gender, 

with a marginally higher representation of 

male respondents. A majority of respondents 

(63.1%) fall within the 18–35 age group, 

indicating that younger, digitally active 

customers form the primary user base of AI 

chatbot banking services, consistent with 

broader trends in digital banking adoption. 

5.2 Frequency of AI Chatbot Usage 

Table II shows how frequently respondents 

use AI chatbots for banking-related queries 

and transactions. 

Usage Frequency Respondents % 

Daily 19 13.8 

2–3 times a week 37 26.8 

Once a week 34 24.6 

Few times a month 31 22.5 

Rarely 17 12.3 

Table II: Frequency of AI Chatbot Usage among 

Respondents 

Approximately 65% of respondents use AI 

chatbots at least once a week, suggesting 

that chatbot-based banking has moved from 

a novelty feature to a routine part of 

customers' digital banking behaviour. Daily 

usage, while smaller in proportion, indicates 

a committed segment of highly engaged 

digital-first customers. 

5.3 Customer Satisfaction across Service 

Dimensions 

Respondents rated their satisfaction with AI 

chatbots across five service quality 

dimensions on a five-point Likert scale (1 = 

Highly Dissatisfied, 5 = Highly Satisfied). 

Table III presents the mean satisfaction 

scores. 

Service Dimension Mean SD 

24/7 Availability 4.42 0.51 

Response Speed 4.21 0.62 

Query Resolution Accuracy 3.68 0.74 

Personalization 3.45 0.81 

Ease of Use 4.05 0.59 

Overall Satisfaction 3.96 0.65 

Table III: Mean Customer Satisfaction Scores by 

Service Dimension 

Customers rate 24/7 availability and 

response speed most favourably, reflecting 

the core convenience value of chatbots. 

Query resolution accuracy and 

personalization received comparatively 

lower scores, indicating that while chatbots 
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excel at speed and accessibility, they still lag 

in handling nuanced or complex customer 

requirements—an area requiring continued 

investment in NLP capability and contextual 

learning. 

5.4 Traditional Banking vs. AI Chatbot 

Banking 

Table IV compares respondents' perception 

of traditional banking channels (branch/call 

centre) against AI chatbot channels across 

key experience parameters. 

Parameter 
Traditional 

(%) 
Chatbot 

(%) 

Faster Response 18.1 81.9 

Available 24/7 9.4 90.6 

Easy to Use 41.3 58.7 

Personal Touch/Empathy 76.8 23.2 

Handles Complex Queries 68.1 31.9 

Table IV: Customer Preference – Traditional 

Banking vs. AI Chatbot Banking (%) 

The comparison reveals a clear pattern: 

customers strongly favour chatbots for speed 

and round-the-clock access, but still prefer 

traditional channels for matters requiring 

empathy or complex problem-solving, such 

as loan restructuring, fraud disputes, or 

grievance redressal. This underscores the 

complementary—rather than substitutive—

role of AI chatbots within the broader 

customer service ecosystem. 

5.5 Functional Benefits Delivered by AI 

Chatbots 

Table V summarizes the principal functional 

benefits identified by respondents, ranked by 

the proportion of respondents who selected 

each benefit as significant. 

Functional Benefit % Selecting 

Instant balance/transaction enquiry 84.1 

24/7 query handling 79.7 

Reduced waiting time 73.2 

Card blocking/unblocking 61.6 

Loan/product information 54.3 

Complaint registration 47.8 

Table V: Functional Benefits of AI Chatbots as 

Rated by Customers 

Instant transaction enquiry and round-the-

clock availability emerge as the most valued 

functional benefits, reaffirming that 

convenience and immediacy remain the 

central value proposition of AI chatbots in 

banking. A correlation analysis further 

indicated a moderate positive relationship (r 

= 0.58, p < 0.01) between frequency of 

chatbot usage and overall digital banking 

satisfaction, suggesting that habitual users 

derive cumulative experience benefits from 

continued engagement with chatbot services. 

6. FINDINGS AND SUGGESTIONS 

6.1 Key Findings 

• 24/7 availability and faster response time 

are the strongest drivers of customer 

preference for AI chatbots, cited by over 

80% of respondents. 

• Approximately 65% of customers use AI 

chatbots at least once a week, indicating 

mainstream adoption among the surveyed 

population. 

• Customers aged 18–35 years show the 

highest engagement with chatbot services, 

reflecting stronger digital comfort among 

younger demographics. 

• Query resolution accuracy and 

personalization scored lower than speed 

and availability, indicating a persistent 

gap in handling nuanced customer needs. 

• 76.8% of respondents still prefer human 

interaction for matters requiring empathy, 

such as grievance redressal and fraud-

related disputes. 

• A moderate positive correlation (r = 0.58) 

was found between chatbot usage 

frequency and overall digital banking 

satisfaction. 

• Instant transaction enquiry and reduced 

waiting time are the most valued 

functional benefits of chatbot deployment. 

Figure 1 illustrates the relative importance of 

the primary reasons customers cite for 

preferring AI chatbots over traditional 

banking channels, based on the proportion of 
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respondents selecting each reason as most 

significant. 

 
Figure 1: Reasons for Preferring AI Chatbots over 

Traditional Banking Channels 

6.2 Challenges Identified 

• Chatbots frequently struggle with 

complex, multi-step, or ambiguous 

customer queries, often requiring 

escalation. 

• Limited regional language support 

restricts accessibility for non-English-

speaking customers, particularly in semi-

urban areas. 

• Customers express concerns regarding 

data privacy and security when sharing 

sensitive financial information with 

chatbots. 

• Absence of emotional intelligence in 

chatbot responses reduces customer trust 

during sensitive interactions. 

6.3 Suggestions 

• Banks should invest in advanced NLP and 

contextual learning capabilities to 

improve chatbot accuracy on complex 

queries. 

• Seamless human hand-off mechanisms 

should be built into chatbot workflows for 

queries beyond chatbot competence, 

minimizing customer frustration. 

• Expanding multilingual and regional 

language support can significantly widen 

chatbot accessibility and adoption, 

especially beyond metro markets. 

• Banks should clearly communicate data 

security measures and obtain explicit 

consent to build customer trust in chatbot 

interactions. 

• Periodic retraining of chatbot models 

using real customer interaction logs can 

progressively improve personalization 

and response relevance. 

• Sentiment analysis capabilities should be 

integrated to detect customer frustration 

and proactively trigger human agent 

escalation. 

7. CONCLUSION 

This study examined the role of AI chatbots 

in enhancing customer experience within the 

banking sector, drawing on primary survey 

data from 138 banking customers alongside 

secondary industry evidence. The findings 

confirm that AI chatbots have become a 

mainstream channel for routine banking 

interactions, valued chiefly for their round-

the-clock availability, speed, and 

convenience. However, the study also 

highlights that customer experience gains 

are not yet uniform across all service 

dimensions—accuracy in handling complex 

queries and the provision of an empathetic, 

personalized experience remain 

comparatively weaker, with a substantial 

proportion of customers still preferring 

human interaction for sensitive or 

complicated matters. 

The strong positive correlation between 

chatbot usage frequency and overall 

satisfaction suggests a virtuous cycle: as 

customers become more comfortable with 

chatbot interactions, their overall digital 

banking experience improves, reinforcing 

continued usage. For banks, this implies that 

sustained investment in chatbot capability—

rather than a one-time deployment—is 

essential to realizing long-term customer 

experience benefits. 

Going forward, banks that successfully 

combine the efficiency of AI chatbots with 
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well-designed human escalation pathways, 

robust data security assurances, and 

continuously improving conversational 

intelligence are best positioned to enhance 

customer experience while controlling 

service costs. AI chatbots should therefore 

be viewed not as a replacement for human 

banking relationships, but as a 

complementary channel that, when 

thoughtfully designed, can substantially 

elevate the overall customer experience in 

modern banking. 
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