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Abstract— This research paper investigates the
behavioral economics underlying digital lending by
analysing borrowing patterns and the usage of digital
loan applications among a sample of 100 respondents
were administered. The research study used both
primary and secondary data for analysis the
quantitative data thus collected from respondents were
analysed using chi-square tests, the research examines
whether demographic factors such as age, income and
educational qualification levels associated with the
likelihood of using digital loan apps. The results finally
indicated that there is no statistically significant
relationship between demographic variables and app
usage, suggesting uniform adoption across groups.
Additionally, independent samples and paired samples
t-tests assess differences in loan amounts between users
and non-users and changes in borrowing frequency
before and after app adoption. Findings reveal that
users borrow significantly higher amounts and exhibit
increased  borrowing  frequency  post-adoption,
highlighting the transformative impact of digital
lending platforms on consumer borrowing behavior.
These insights underscore the importance of factors
beyond demographics, such as convenience and
accessibility, in influencing digital loan adoption and
usage.
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l. INTRODUCTION TO THE STUDY

In today globalised arena digital lending platforms
have really revolutionized the financial services
sector by not only providing fast services, but also the
convenient access to credit. Unlike traditional
lending, these platforms are leveraging technology to
streamline the loan applications and disbursements,
apart from attracting a diverse customer base.
Understanding the behavioral economics behind
digital loan adoption and borrowing patterns is
critical for financial institutions, policymakers, and
technology developers. Previous studies suggest that
demographic factors often influence financial
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behavior, however, the impact of such variables on
digital loan app usage remains underexplored. This
research aims to fill that gap by statistically analysing
the relationship between demographics age, income,
qualifications and digital loan app adoption, as well
as examining how app usage affects borrowing
behavior. Employing chi-square tests and t-tests on a
sample of 100 respondents, the study provides
empirical evidence on the drivers and effects of
digital lending in contemporary finance.

1. LITERATURE REVIEW

A broad and systematic review of available literature
on internet pertaining to digital lending, its
emergence and growth was studied, the studies
revealed that the advent of digital lending platforms
has revolutionized the financial services landscape by
providing accessible and convenient credit options to
a broad spectrum of consumers. Digital lending uses
mobile technology, data analytics, and automated
credit scoring to deliver loans faster than traditional
banking systems (Kumar & Mukherjee, 2020). This
transformation is especially significant in developing
economies where traditional banking penetration is
limited, enabling underserved populations to access
formal credit (Banerjee & Duflo, 2019).

Further studies related to the broader area of
Behavioral Economics and Borrowing Behavior was
reviewed, these studies emphasized the
psychological, cognitive, and emotional factors
influencing financial decisions, moving beyond
purely rational economic models (Thaler & Sunstein,
2008). Digital lending apps often harness behavioral
nudges, such as reminders, instant loan approvals,
and easy-to-navigate interfaces, to encourage
borrowing (Karlan et al., 2016). These features
reduce decision-making friction and can lead to
higher loan uptake and increased borrowing
frequency. Agarwal et al. (2018) highlight how ease
of access through digital platforms reduces the
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traditional barriers of loan application, often resulting
in consumers borrowing larger amounts than they
might have through conventional channels.

Literature review pertaining to demographic factors
and digital financial service adoption was also
studied. The literature reveals the facts that
traditional adoption models of financial technology
often emphasize demographic factors such as age,
income, and education as key determinants (Lee &
Chung, 2019). For instance, younger individuals are
usually considered more tech-savvy, leading to
greater adoption of digital financial services, while
higher income levels typically correlate with
increased financial literacy and access to credit (Puri
etal., 2021).

However, recent empirical studies challenge this
assumption by revealing that demographic factors
alone inadequately explain digital lending adoption.
Many older or lower-income individuals are also
embracing digital platforms due to convenience and
urgency of financial need, diluting the predictive
power of demographic variables (Kumar &
Mukherjee, 2020). This resonates with the current
study’s findings that demographic variables like age
and income do not significantly influence digital loan
app usage. Studies relating to impact of user
experience on borrowing patterns was examined, the
efforts revealed that the design and user experience
(UX) of digital loan apps play a crucial role in
shaping borrowing behavior.

Zhang and Zhao (2022) argue that user-friendly
interfaces, transparency in terms and conditions, and
responsive customer support increase trust and
encourage repeated borrowing. Their research shows
that positive UX directly correlates with increased
loan amounts and frequency, supporting the findings
from this study that digital loan app users tend to
borrow more and borrow more frequently post-
adoption.

Finally, the studies on risk perception and financial
literacy revealed that another dimension in digital
lending behavior is the role of risk perception and
financial literacy. Consumers with limited
understanding of loan terms or the consequences of
over-borrowing may underestimate risks associated
with digital credit (Puri et al., 2021). This lack of
awareness can lead to behavioral biases such as
overconfidence or present bias, where consumers
prioritize immediate financial needs over long-term

repayment capacity (Thaler & Sunstein, 2008).
Several studies recommend integrating financial
education into digital lending platforms to mitigate
these risks (Karlan et al., 2016).

I PROBLEM IDENTIFICATION

While existing research has substantially contributed
to understanding the behavioral and economic
aspects of digital lending, few studies combine
rigorous statistical testing with behavioral economic
theory to examine how demographic factors interact
with borrowing behavior changes following digital
loan app adoption. This study addresses this gap by
employing inferential statistics (Chi-Square and T-
tests) to empirically test the significance of
demographic associations and behavioral changes
within a controlled sample.

V. OBJEVTIVES OF THE STUDY

The study focuses on the following objectives:

e To examine the association between
demographic factors (age group and income
level) and the usage of digital loan applications.

e To compare the mean loan amounts between
users and non-users of digital loan apps.

e To assess changes in borrowing frequency
before and after the adoption of digital loan apps.

e To understand the behavioral implications of
digital lending platforms on consumer
borrowing patterns.

e To provide insights for stakeholders on factors
influencing digital loan adoption beyond
demographic characteristics.

V. RESEARCH METHDOLOGY

A structured and systematic investigation was
conducted using the following  research
methodology:

e Research Design: The study employed a
quantitative research design to investigate the
behavioral economics of digital lending and its
impact on borrowing patterns. A cross-sectional
survey approach was used to collect data from a
sample of 100 respondents.

e Sample and Sampling Technique: A sample of
100 individuals were selected through stratified
random sampling to ensure representation across
different age groups and income levels. The
sample includes both users and non-users of
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digital loan applications to enable and assist the
comparative analysis.

e Data Collection Methods: Primary data was
collected using a structured questionnaire that
included demographic information (age, income,
educational qualifications) and questions related
to digital loan app usage and borrowing
behavior. The questionnaire was administered
through Google Forms to reach a diverse
respondent pool. Further secondary data from
different research papers were considered for the
study

e Variables: For the study two variables were
considered. Independent Variables such as Age
group, Income level, Educational qualifications
and Dependent Variables like usage of digital
loan apps (Yes/No), Frequency of borrowing,
Loan amount were taken into consideration.

e Statistical Tools and Techniques: Chi-Square
Test was used to examine the association
between categorical demographic variables (age
group, income level) and digital loan app usage.
Independent Samples t-test. Applied to compare
mean loan amounts between users and non-users
of digital loan apps, and Paired Samples t-test.
Used to assess changes in borrowing frequency
before and after digital loan app adoption within
the same group of users.

o Significance Level: All statistical tests were
conducted at a 5% significance level (a = 0.05).

Table No:01. Summary of Hypotheses and Test Results

VI. DATA ANALYSIS AND INTERPRETATION

Here is the analysis of data collected through a
Google Form survey to examine the impact of digital
loan applications on consumer borrowing behavior.
The survey aimed to understand respondents'
borrowing habits, preferences, and the factors
influencing their decision to use digital platforms for
loans.

A total of 100 responses were gathered, covering
various demographics such as age, income, and
geographic location. The analysis will first outline
the demographic profile of respondents, followed by
an exploration of their experiences with digital loans.
Statistical methods such as chi-square and t test are
used to identify key trends and insights.

CHI-SQUARE TEST: The Chi-Square Test was
applied to examine the relationship between
categorical variables (age group, income level) and
the use of digital loan apps (Yes/No). This test helped
to determine whether demographic factors are
associated with borrowing behavior, such as whether
certain groups are more likely to use digital loan
platforms. For the study the independent variables
(Demographic Factors) such as age group, income
levels and educational qualifications and dependent
variable, Digital Loan Apps (Yes/No or Frequency of
Use: Once, Occasionally, Regularly) were used.
After the cross tabulation, the followings results are
summarized as follows:

Variable Pair Tested | Null Hypothesis (Ho)

Chi-Square Test Result Conclusion

Age Group vs App | No significant association

¥*>=2.879,df =3, Critical | Fail to reject Ho: No

between income level and
app usage.

App Use (Yes/No)

Use (Yes/No) between age group and app | Value = 7.815, p > 0.05 significant association
usage.
Income Level vs | No significant association | y2=3.462, df=2, Critical | Fail to reject Ho: No

Value =5.991, p>0.05 | significant association

Education Level vs
App Use (Yes/No)

No significant association
between education level
and app usage.

¥?=6.534, df =3, Critical
Value = 7.815, p > 0.05

Fail to reject Ho: No
significant association

Education Level vs
Frequency of Use

No significant association
between education level
and frequency of app use.

¥?=5.212,df=6, Critical
Value =12.592, p > 0.05

Fail to reject Ho: No
significant association

The results from the chi-square tests indicate that
there is no statistically significant association
between a respondent’s age group or income level
and their likelihood of using digital loan applications.
The calculated chi-square values for both variables
were lower than the critical value at a 5% significance
level, leading to the conclusion that differences in age
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or income do not meaningfully influence whether
individuals choose to use digital lending platforms.
This implies that the adoption and usage of digital
loan apps is relatively uniform across different age
brackets and income categories within the sample.
People from both younger and older age groups, as

8096



© May 2025 | IJIRT | Volume 11 Issue 12 | ISSN: 2349-6002

well as from lower and higher income levels, appear
to access digital loan apps at comparable rates.
Consequently, we fail to reject the null hypothesis for
these variables. There is insufficient evidence to
conclude that age or income level significantly
impacts consumer borrowing behavior in the context
of digital loan apps. These findings reinforce the idea
that demographic factors alone may not be strong
predictors of digital loan app usage. Instead, it may
be more appropriate to focus on other factors, such as
ease of access, urgency of financial need, or
perceived convenience, when analyzing what drives
consumer borrowing behavior in the digital lending
ecosystem. The findings support the null hypothesis
in the context of these specific variables that digital
loan apps do not significantly influence consumer
borrowing behavior based on age or income alone.

t-TEST: The t-test was used to compare the means of
two groups or conditions: The Independent Samples
t-Test Compared borrowing behavior between users

and non-users of digital loan apps, focusing on
differences in loan amounts or repayment behavior.
Paired Samples t-Test Compared loan behavior
before and after using a digital loan app within the
same group, assessing changes in loan amounts or
repayment patterns. Both tests used a significance
level of 0.05 to determine if there were meaningful
differences in borrowing behavior.

INDEPENDENT SAMPLES t-TEST: The main
Goal was to compare the mean loan amount between,
users of digital loan apps (m: = 57) and Non-users (n2
=43). Using Welch’s df formula: df=n1-1=56 . At df
= 56, critical t-value (two-tailed, o = 0.05) = 2.003,
t=13.03>2.003 that Rejected null hypothesis. There
is a significant difference in loan amounts between
users and non-users of digital loan apps. Users
borrow more via digital apps. Paired samples t-Test
main goal was Compared borrowing frequency
before and after using digital loan apps within the
same group (n = 57)

Table No:02. Showing the Standard Deviation of Differences

d f (d - 0.842)2
fx (d-0.842)2
0 21 0.708 14.87
1 24 0.025 0.60
2 12 1.345 16.14
Total | 31.61

t=8.48>2.003=Reject null hypothesis. There is a significant increase in borrowing frequency after using digital

loan apps.
Table No:03. Summary of t-Test
Test Type t-Value Conclusion
Independent T-Test 13.03 Significant difference in loan
amount (users borrow more)
Paired Samples T-Test 8.48 Significant increase in borrowing
behavior after usage

Independent Samples T-Test showed that users of
digital loan apps borrow significantly higher amounts
compared to non-users. Since the t-value (13.03)
exceeds the critical value (2.003), we reject the null
hypothesis. This implies that the use of digital loan
apps is associated with increased borrowing capacity
or intent. Paired Samples T-Test indicated a
statistically significant increase in borrowing
frequency after users began using digital loan apps.
The t-value (8.48) also exceeds the critical threshold,
leading to rejection of the null hypothesis. This
suggests that digital apps encourage more frequent
borrowing behavior. The results support the
alternative hypothesis that digital loan apps

significantly influence borrowing behavior both in
terms of loan amount and borrowing frequency. This
reinforces the importance of digital platforms in
shaping modern consumer finance habits.

VII. SUGGESTIONS

The following suggestion are made from the research

study carried out on the topic.

. Companies can plan to raise the financial
awareness among the borrowers about lon term
impact of digital loans on credit scores and
financial health
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e  Companies can develop targeted marketing
strategies focusing on the factors such as
convenience, usability, and trust rather than
demographic characteristics since these factors
do not significantly predict app usage

. Borrowers should be promoted and educated to
borrow the amount only for productive
purposes, not for daily and impulsive expenses.

. Companies can assist the borrowers by
encouraging financial discipline by including
built-in app features, which help them in
planning and managing the budget by avoiding
defaults and increase the credit score.

. Financing institutions can encourage the
borrowers by using reduced interest rates, cash
back offers to reinforce the consistent
repayment behaviour.

. Companies can enhance app features that
facilitate easy access and user experience, as
behavioral change is driven more by app utility
than by demographics.

. Companies can plan to use the app analytics to
identify, flag, alert and monitor risky borrowing
patterns to prevent debt traps.

. The policy makers can create an awareness
session on Implementation of consumer
protection policies addressing the risks of
increased borrowing amounts and frequencies
via digital platforms to promote responsible
lending and borrowing.

VIII. CONCLUSION

This study aimed to analyze the growing role of
digital loan applications in shaping consumer
borrowing behavior. Based on data collected from
100 respondents through a structured Google Forms
survey, the research paper explored how factors such
as age, income, education, and employment influence
the use and impact of digital loan apps.

The study finally concludes that demographic factors
such as age and income do not significantly influence
the adoption of digital loan applications. However,
digital lending platforms significantly impact
borrowing behavior by increasing loan amounts and
borrowing frequency among users. The findings from
the study emphasized that the behavioral economics
of digital lending extend beyond demographic
profiles and are shaped largely by the convenience
and accessibility digital platforms offer. However,
further insights from the T-tests and survey responses

indicate that digital loan apps do influence consumer
borrowing behavior.

A significant number of users reported borrowing
more frequently and in higher amounts after using
these platforms. While users are attracted to the easy
approval process, lack of documentation, and quick
disbursal, many also reported challenges such as
repayment difficulties, high interest rates, and
deterioration in financial stability. Additionally, the
lack of transparency in loan terms and hidden charges
emerged as major concerns, affecting the trust and
long-term financial health of borrowers. A significant
portion of users also indicated that these apps had not
improved their credit scores and would be hesitant to
recommend them to others. In conclusion, digital
loan apps are transforming borrowing patterns by
offering quick access to credit, especially for urgent
or short-term needs.

However, there is a critical need for better
transparency, financial education, and regulatory
oversight to ensure these platforms contribute
positively to consumer financial behavior rather than
leading to over-dependence or financial distress.

IX. SCOPE FOR FUTURE STUDY

Future research can be explored further on broader
demographic variables, and longitudinal studies to
track changes in borrowing behaviour over period
and its impact on digital lending can also be studied.
Other behavioral and psychological drivers such as
financial literacy, risk perception, and technological
trust, impact of regulatory framework on lending and
comparative studies across different regions,
countries and cultures can be carried out to better
understand consumer behavior in digital finance.
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