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ABSTRACT 

This study examines how artificial intelligence (AI) is used in Indian banks and its impact on their readiness, daily 

operational efficiency, and risk management. The study used a questionnaire survey of 180 bank employees from 

public and private banks in Jaipur and statistical analysis employing Pearson's correlation and an independent sample 

t-test. The findings of the study revealed that the banks that have been better prepared for using AI make faster and 

more successful use of it. The study further found that using AI leads Banks to an improved fraud detection ability, 

and AI is increasingly making a positive impact on all aspects of risk control. The study found that AI offers 

significant benefits to banking services, but that the success of the technology depends upon staff training, robust 

systems, policy and guidelines, and the data of their clients being utilised responsibly. The research fills the gap of 

treating organisational readiness, efficiency, and risk together as one and provides practical recommendations for 

banks and Indian policy makers. 
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INTRODUCTION 

With the speed at which the banking industry is undergoing change, it is hard to imagine that Indian banks are 

adopting Artificial Intelligence (AI), which is in the process of transforming the industry. In India, AI and banking 

automation are helping to create faster, more accurate, and customer-centric banking experiences (Kumari et al., 

2025). Banks are implementing AI-driven solutions for ID verification, document verification, answering standard 

inquiries, loan processing, and more for massive volumes of transactions. This enables banks to cut down on delays, 

cut costs, and to enhance service quality (Kumar et al., 2025). It's also contributing to the competitiveness of both 

public and private banks in an increasingly digital financial system. As a positive step, the Reserve Bank of India has 

also provided guidance on the prudent use of digital technology, encouraging banks to responsibly and responsibly 

apply AI. As digital banking becomes more prevalent post-demonetisation and in the COVID-19 era, the increasing 

requirement for more smart tools like chatbots, virtual assistants, and automated compliance solutions has further 

arisen (Desai et al., 2025). 

Conversely, AI is emerging as a significant risk management solution in the financial sector. It can be utilised to 

recognise surprise transactions, forecast loan defaults, identity fraud, and better understand customer habits with the 

analysis of extensive volumes of data. Although historical data forms the foundation of AI models, modern AI relies 

on dynamic retrieval and reasoning to provide comprehensive and real-time information (Rashid & Kausik, 2024). 

This enables banks to make quicker and more informed decisions, potentially lowering losses. There are drawbacks, of 

course, to embracing AI, such as privacy concerns, ethical dilemmas, regulatory uncertainty, and the training of 

personnel on new work types. However, the success of a bank lifecycle is not just about the technology; it's also about 
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leadership, readiness, and long-term planning. The study highlights the implications of AI adoption in the Indian 

banking sector regarding organisational preparedness, operational efficiency, and risk management, and provides 

actionable insights for informed banking strategies. This study has been undertaken with, the following objectives in 

consideration -  

1. To explore the relation between organisational readiness and the success of the implementation of AI in selected 

Public and Private Sector Banks in India. 

2. To compare the advantages of banks implementing AI-based systems over traditional computing systems with 

respect to their efficiency in the operations they perform, including processing time, cost, accuracy, and customer 

service. 

3. To investigate the relationship between AI use and banks' risk management strategies, such as detecting and 

preventing fraud and assessing credit risks. 

4. To provide practical suggestions for banks and policymakers to enhance the use of AI, build governance, and 

contribute towards the future digitalisation of the banking system in India. 

The justification for this study is the need for a response from the banks to meet the high expectations of customers, 

rising cyber risks, and tighter regulations in a rapidly evolving digital world. It aims to offer valuable insights into 

efficiency and risk management for operations. It also aims to empower policymakers and banking institutions to 

formulate effective policies, good practices, and ethical uses of AI, and to advance the mission of creating a secure, 

efficient, and inclusive banking ecosystem in India. 

 

METHODOLOGY AND ANALYSIS TOOLS 

The study adopts a quantitative research methodology and a cross-sectional design, ensuring the proper measurement 

and statistical issues of major factors related to AI use, preparedness of organisations, efficiency improvement, risk 

control mechanisms, etc. The study is based on the primary data obtained using structured questionnaires, making the 

statistical testing of research hypotheses possible. 

The target population is employees of public and private banks in the Jaipur district of the state of Rajasthan. This 

encompasses individuals involved in the management, IT implementation, risk assessment, and operations who are 

directly or indirectly tied to matters concerning artificial intelligence. A stratified random sampling technique was 

used to select 180 respondents. Equal representation from both the public bankers and private bankers was provided. 

Diversity and relevance to study objectives required the sample to be split by bank type, department, and job role. 

The primary data was gathered using a structured questionnaire designed on Google Forms. The questionnaire 

included statements based on a Likert scale, ranging from 1 (Strongly Disagree) to 5 (Strongly Agree). The statements 

were formulated to elicit the AI adoption, organisational readiness, operational efficiency, and risk mitigation 

responses. This data was then analysed and processed in SPSS version 23.0 and Microsoft Excel. The following 

statistical tools were used: 

> Descriptive statistics (mean and standard deviation) were used to summarise the data 

> Cronbach’s alpha coefficient was used to check the reliability of the questionnaire 

> Independent sample t-test was conducted to compare operational efficiency between banks using AI and those not 

using AI 
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> Pearson correlation coefficient was used to examine the relationships between AI adoption, readiness, efficiency, 

and risk mitigation 

A significance level (α) of 5% was used for all statistical tests. 

The results of the test questionnaire revealed high reliability as the values of Cronbach's alpha were above 0.80 for all 

variables, which meant high consistency of the results obtained. Content Validity was established through feedback 

from academics and the Banking section. Construct validity was performed by means of Exploratory Factor Analysis 

(EFA) to confirm that the questions were successfully clustered in the main themes, namely: AI adoption, 

organisational readiness, operational efficiency, and risk mitigation. 

The study followed proper ethical practices. Respondents were informed that their participation was voluntary and that 

their responses would be anonymous and confidential. The purpose and use of data in the study were explained clearly 

at the beginning of the questionnaire. No personal identifying information was collected. 

DATA ANALYSIS & INTERPRETATION 

Testing Hypothesis H01: Organisational Readiness & AI Adoption Success 

Null hypothesis (H01): There is no significant correlation between organisational readiness and AI adoption success in 

the selected public- and private-sector banks in India. 

Alternative hypothesis (H11): There is a significant correlation between organisational readiness and AI adoption 

success in the selected public- and private-sector banks in India. 

Variables 
Correlation 

Coefficient (r) 

Sample Size 

(n) 
p-value α-value Test Result 

Organisational Readiness & 

AI Adoption Success 

0.836 180 < .0001 .05 H01 Rejected 

Interpretation: The result shows a very strong positive relationship between organisational readiness and AI adoption 

success. Since the p-value is much smaller than 0.05, the result is statistically significant. Thus, the null hypothesis H01 

is rejected. This means that banks with higher organisational readiness are more likely to achieve better AI adoption 

success. 

Testing Hypothesis H02: Operational Efficiency & AI Use 

Null hypothesis (H02): There is no significant difference in operational efficiency between AI-integrated banks and 

non-AI-integrated banks. 

Alternative hypothesis (H12): There is a significant difference in operational efficiency between AI-integrated banks 

and non-AI-integrated banks. 

Group Sample 

Size (n) 

Mean 

Score (μ) 

Standard Deviation 

(σ) 

t-score p-

value 

α-

value 

Test Result 

AI-Integrated Banks 90 4.18 0.15 17.6354 .000 .05 H02 

Rejected 
Non-AI-Integrated 

Banks 

90 3.73 0.19 
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Interpretation: The result shows that AI-integrated banks have a higher mean operational efficiency score than non-

AI banks. Since the p-value is much smaller than 0.05, the difference is statistically significant. Thus, the null 

hypothesis H02 is rejected. This means that operational efficiency is not the same in the two groups, and AI-integrated 

banks perform better on the factors studied, such as processing time, cost, accuracy, and customer service. 

Testing Hypothesis H03: Risk Mitigation & AI Use 

Null hypothesis (H03): There is no significant correlation between AI integration and risk mitigation practices in 

banks. 

Alternative hypothesis (H13): There is a significant correlation between AI integration and risk mitigation practices in 

banks. 

Variables 
Correlation 

Coefficient (r) 

Sample Size 

(n) 
p-value α-value Test Result 

Risk Mitigation & AI 

Integration 

0.768 180 < .0001 .05 H03 Rejected 

Interpretation: The result indicates a strong positive relationship between AI integration and risk mitigation practices 

in banks. Since the p-value is less than 0.05, the relationship is statistically significant. Therefore, the null hypothesis 

H03 is rejected. This means that banks with greater use of AI systems tend to have better risk management practices, 

including fraud detection and credit risk assessment. 

KEY FINDINGS & DISCUSSION 

➢ The study found that banks with better preparation were more successful in using AI. Banks with strong 

systems, trained staff, supportive leaders, and a digital work culture adopted AI more easily. This shows that AI 

works best when the bank is ready for it. Research consistently indicates that organisational readiness is a critical 

factor for the successful adoption of AI within the banking sector (Gyau et al., 2024). 

➢ The study further found that banks using AI performed better in day-to-day work than banks without AI. They 

handled tasks faster, made fewer mistakes, and improved customer service through tools like chatbots, loan 

automation, and instant fraud alerts. This shows that AI helps banks work more smoothly and save time. Existing 

evidence suggests that through the utilisation of automation technologies and smart tools, AI can significantly 

enhance operational efficiency, reduce processing times, and improve customer satisfaction (Desai et al., 2025). 

➢ The study also found a strong link between AI use and better risk control. Banks using AI tools such as fraud 

detection, credit scoring, and pattern tracking were better at spotting problems early. This means AI helps banks 

reduce fraud, improve safety, and make smarter decisions about risk. Existing literature confirms that AI can 

optimise processes such as fraud detection, credit scoring, and predictive analytics; this enables banks to identify 

potential risks at an early stage and make more informed decisions regarding risk management (Siddquee, 2025). 

➢ The study also shows that AI helps banks manage fraud, compliance, and credit risk more effectively. It can 

detect unusual activity, support loan decisions, and help banks follow rules more accurately. This means AI is 

becoming a useful tool for making banking safer and more reliable. Prior studies indicate that AI aids in 

strengthening methods for fraud prevention, regulatory compliance monitoring, and credit assessment, thereby 

rendering banking systems more secure and reliable (Band & Chabukswar, 2025). 

➢ Finally, the study highlights concerns about privacy, fairness, and legal responsibility. Since AI uses large 

amounts of customer data, banks must be careful about consent, bias, and clear decision-making. This means AI in 

banking should be guided by strong rules, honest practices, and responsible use. Relevant literature emphasises 

that ethical considerations should be adopted as core guiding principles to ensure that the banking sector adopts 

and implements AI technologies in a responsible manner (Huang et al., 2026). 
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CONCLUSION 

While the study confirms the potential of AI to enhance banking, its effectiveness is not solely about technology. AI 

benefits more for better-prepared banks with experienced personnel, robust systems, and productive management 

compared to less well-equipped banks. Additionally, the findings indicate that while AI can enhance efficiency and 

mitigate risk, there is a need to address fairness, privacy, and responsibility concerns. A lack of systems to track the 

use of AI by many banks is underscoring the need for clear rules and improved oversight. AI in banking will be most 

valuable in the long-term run if it is deployed with care, integrity, and the support of both banks and regulators. 

The study findings suggest that banks should view AI more as a long-term strategic asset and not merely an 

automation tool for repetitive operational tasks. To gain all the advantages, banks should prioritise employee training, 

improve digital infrastructure, and ensure responsible data use. AI in banking should also be regulated with clear AI 

use rules so that the use of AI is consistent, safe, and fair among institutions. Reducing the disparity between large and 

small banks is also critical because an unequal distribution of technology can exacerbate the differences between them. 

The study, therefore, highlights the need for a balanced approach that combines technology, regulation, and human 

expertise. 

The present research work contributes to the literature by demonstrating the impact of AI on efficiency and risk 

management within the Indian banking sector in a unified context. It also points to the crucial factor of organisational 

readiness, which may be the answer to why some banks are succeeding with AI while others are not. Moreover, the 

study highlights ethical and legal aspects not always so emphasised in other studies, namely fairness, accountability, 

and privacy. It provides real-world examples of how AI can be used safely and effectively in financial services, 

targeted at Indian banks, to give managers and policymakers real-life scenarios to consider when implementing the 

technology. 
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