
The Influence of Digital Banking and the Digital Divide 
on Societal Inequalities 

H. Murphy1[*], Nursini Nursini2, S. Suhab2, and M. Niswar3 

1Hasanuddin University (Development Studies – Graduate School), Jl. Perintis Kemerdekaan 
KM 10, Makassar, Sulawesi Selatan, Indonesia 

2Economics and Business Faculty, Hasanuddin University, Jl. Perintis Kemerdekaan KM 10, 
Makassar, Sulawesi Selatan, Indonesia 

3Technical Faculty, Hasanuddin University, Jl. Perintis Kemerdekaan KM 10, Makassar,  
Sulawesi Selatan, Indonesia 

hasvanmurphy@yahoo.com 

Abstract. Digital banking emerged as a result of a connected society, which al-
lows humans and machines, or anything, to communicate with each other. Due 
to its ability to break down barriers to banking services that rely on branch of-
fices, digital banking services have become very important during the COVID-
19 epidemic, so that access to banking financial services can be accelerated in all 
remote locations. In addition, because digital banking is based on the same plat-
form, digital banking provides the same level of equality and quality of banking 
services in urban and rural areas. However, digital banking's reliance on internet 
services has created new difficulties, and inconsistent internet coverage has re-
sulted in new technical problems. The main research question in this study is 
whether digital banking has become evenly distributed across regions. The aim 
of this research is to describe the various gaps that arise due to digital banking in 
communities that do not have internet access. The data analysis technique used 
is descriptive qualitative, with observation and documentation data collection 
methods. Areas that do not have internet access will not be able to use digital 
banking services, resulting in increased economic costs because people in these 
areas are forced to incur additional costs. Additionally, there is a knowledge gap 
in digital banking technology, which can lead to cybercrime in the banking in-
dustry. Therefore, the government's role is very important in encouraging the de-
velopment of easily accessible and quality internet services. 
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1 Introduction 

The industrial revolution 4.0 produced extensive connectivity. It presented a connected 
society [17]. The development of computing technology and the internet has changed 
the way people perform their banking activities. The latest digital banking services pro-
vide convenience and comfort in response to the needs of their customers. This condi-
tion has forced conventional banks to transform their business processes into digital 
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banking [6]. The digital banking transformation led to the growth of the financial sector, 
thus payment patterns and methods becoming more varied and available even in remote 
areas of the country [1]. Banking transactions have developed into transactions with no 
bank branch offices presence are needed, where the customers can carry out the process 
independently. In the past, banking services were associated with the presence of ser-
vice offices for network expansion, today digital banking has introduced a branchless 
concept. Customers are able to transact everywhere without having the need to physi-
cally present at a branch office [12]. It is unsurprisingly anticipated that in the last five 
years, the Financial Services Authority (OJK) recorded around 3000 banking service 
offices discontinuation, equivalent to 10% of banking service points, and this number 
continues to show a significant increase from time to time.  

The development of the digital economy is one of the main strategies for Indonesia's 
economic transformation and is aimed at accelerating economic recovery after the 
Covid-19 pandemic [7]. The development of the digital economy is also driven by a 
shift in people's behaviour who tend to use digital platforms in various sectors. 

The positive trend in the development of the digital economy is also in line with 
investment developments. The results of a study by [4] show that the investment value 
in Indonesia's digital economy during Q1-2021 was 4.7 billion USD and has exceeded 
the highest value over the last four years. This achievement has made Indonesia the 
most popular investment destination in Southeast Asia, surpassing Singapore. 

Apart from investment, Indonesia also has various potentials that can strengthen op-
portunities to accelerate the development of the digital economy. In 2021, the value of 
e-commerce transactions in Indonesia has reached IDR 401.25 trillion, with a transac-
tion volume of 1.73 billion. 

Fig.1. is the national digital economy framework sourced from the Coordinating 
Ministry for the Indonesian Economy. The national digital economy framework has a 
primary digital economy vision that encourages inclusivity and sustainable economic 
growth. The figure shows that there are 4 pillars of the national digital economy, namely 
digital talent, digital research & innovation in business/industry, digital and physical 
infrastructure, and supporting policies, regulations & standards. There are 3 cross-strat-
egies accelerating business & industry digitization, creating diverse but equal opportu-
nities for digital development and connectivity, and encouraging cross-sector and cross-
government coordinators.  

Indonesia's digital economy has great potential for development. The We Are Social 
report shows that 77% of Indonesia's population are active internet users or reaching 
212.9 million people in January 2023. In 2022, Google Temasek and Bain & Co. re-
ported the contribution of the Indonesian e-commerce sector to USD 59 billion or the 
equivalent of 76% of the value of Indonesia's digital economy. It is even projected to 
reach USD 130 billion in 2025. 

The flexibility of digital banking services is illustrated in which the transaction pro-
cess is carried out independently, without any dependence on bank employees and or 
bank operating hours [2]. Customers can make their own transactions at the place and 
time at their own convenience; this freedom is a differentiator for digital banking com-
pared to conventional banking services [19]. 
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In terms of service coverage, digital banking can also reach every corner of the coun-
try, as long as there is an availability of an adequate internet network, the financial 
transactions through digital banking can be proceeded [5]. This situation occurs in-
versely at conventional banks in which the services depend on the presence of branch 
offices and the customers must come to the banks to transact. Thus, in another word, it 
can be assumed that digital banking services come to the public to transact. 

The digital banking approach also ensures that everyone who uses the platform re-
ceives the same level of service. The service idea is based on a system standard that is 
not dependent on human subjects; as a result, bank customers are not treated differently. 
This condition enacts the idea of justice in community services, reducing discrimination 
and ensuring adequate service levels due to low human resource quality.  
 

 
 
 

 

               

 
 

 
 
 
 
 
 
 

 
 
 
 

 

Fig.1. National Digital Economic Framework (Coordinating Ministry for Economic 
Affairs of the Republic of Indonesia, 2023) 
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It is recognized that the phenomenon of banking conditions is that they are starting 
to close banking office services in areas that are not yet connected to the internet or 
continuing to expand network expansion in remote areas. This creates a large gap, 
where some community groups are unable to carry out banking transactions, or are 
forced to mobilize or travel to locations that have an internet network to be able to enjoy 
digital banking services. This phenomenon shows that inequality is not only seen from 
the problem of differences in household income, but also other factors including equal 
access to transaction media [3]. When banks decide to carry out digital business trans-
formation, these underprivileged communities will be neglected if adequate anticipa-
tory steps are not taken. There are still 26.3% of Indonesian people who have not been 
served when digital banking has been fully implemented [10]. However, there will be 
groups of people who do not have equal access to banking services. Based on the phe-
nomena described above, researchers are interested in dealing with digital banking on 
societal disparities. 

2 Methodology 

This research employed a qualitative approach with descriptive-quantitative data anal-
ysis techniques. The data collection method utilized was documentation, involving in-
formation extracted from published reports. The focus of the study was Indonesia, with 
data incorporating digital banking data and the count of BTS towers. 

The quantitative descriptive research method was applied to objectively illustrate a 
situation using numerical data, encompassing data collection, interpretation, and 
presentation of results. Descriptive quantitative research aimed to depict, explain, or 
summarize various conditions, situations, phenomena, or research variables based on 
existing events that could be captured through photography, interviews, observations, 
and documentary materials. The research targeted micro, small, and medium enter-
prises in West Sulawesi Province as the sampled population. In 2020, the Department 
of Trade, Industry, Cooperatives, and Small and Micro Businesses reported 22,886 
business entities distributed across six districts. 

The sample size for each district was proportionally determined using the Slovin 
Formula. From the pool of 22,886 business entities, a sample of 395 individuals was 
selected to respond to a questionnaire. The data collection period spanned two months.  

3 Discussion  

3.1 Inadequate Internet Service 

One of the vital tools to digital banking services is an adequate internet network, the 
absence of internet or poor network quality in certain areas will cause isolation from 
digital banking service to those areas. This isolation will simultaneously limit the fi-
nancial access of people residing in that area. 
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Fig.2.  BTS Tower Based on Province in Indonesia, 2021 (BPS – Statistic Indonesia 
2019-2021) 

 
 
From the picture above, it can be observed that the highest number of BTS towers is in 
the provinces of West Java, Central Java, and East Java. This is attributed to the fact 
that these three regions boast the largest population in Indonesia. Meanwhile, West Su-
lawesi and North Kalimantan have the fewest BTS towers. The presence of a BTS tower 
in an area ensures a reliable internet network, which is crucial in supporting the com-
munity's digital banking access needs.The internet offers various benefits, serving as a 
means of connectivity and communication, providing access to information, 
knowledge, and education, assisting with addresses and mapping, facilitating business 
operations, and offering entertainment. According to the Encyclopedia Britannica, the 
internet is a vast network connecting computers worldwide. Its use has significantly 
simplified many aspects of human life, particularly in the realm of communication. 
With the internet, communication is possible without the constraints of space and time, 
influencing people's ways of thinking, conducting business, and seeking entertainment. 

Internet Banking enhances customer convenience by enabling online banking trans-
actions, covering both financial and non-financial activities, excluding cash deposits or 
withdrawals. Digital banking has the potential to enhance public access to banking ser-
vices and increase banking efficiency, thereby promoting greater economic activity 
[15].  

Digital banking services heavily depend on the availability of internet services, re-
quiring not only accessible internet networks but also sufficient service quality to en-
sure stable data access. In regions where internet services are unavailable, the exclusion 
from digital banking services becomes inevitable. 
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For communities facing such isolation, one option is to relocate to areas with reliable 
internet networks. However, this option doesn't eliminate the possibility that individu-
als may need to climb hills or even trees to access adequate internet service. Requiring 
people to change locations, often over long distances, constitutes a form of discrimina-
tion. While some individuals can comfortably enjoy digital banking services from the 
convenience of their homes, markets, or even while lying in bed, there are unfortunate 
groups of people who face additional efforts and costs to attain the same level of access. 

3.2 Additional fees for telephone charges and internet credit. 

 
To access digital banking, individuals not only require internet services but also need 
mobile phones with specific specifications. Moreover, it is essential to purchase internet 
packages. However, this poses a challenge for low-income groups. While conventional 
banks can still be accessed directly without the need for a mobile phone during opera-
tional hours, digital banks offer a higher level of personalization to each individual, 
constituting their unique value proposition. On the contrary, digital banking systems 
typically link customers' accounts to their phone numbers, making sharing mobile 
phones an impractical solution. Personal phone numbers and additional internet credit 
serve as crucial tools for engaging with digital banking services. 

 

Fig.3.Transaction Volume of digital Banking in Indonesia (2017 – 2022) (Central 
Bank of Indonesia, 2023) 

 

From the picture above, it can be observed that the value of digital transactions in 
Indonesia has steadily increased year by year, with a significant spike in 2022 to IDR 
48.6 trillion from IDR 40 trillion in 2021. This indicates a growing interest among the 
Indonesian people in transitioning to digital banking. Naturally, this surge will lead to 
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an increase in public spending on telecommunications. Expenditures on purchasing mo-
bile credit, data packages, or even the need for better gadgets have risen. 

According to a 2023 survey by the Association of Indonesian Internet Service Pro-
viders (APPJI), internet expenses for Indonesians mostly range from IDR 50,001 to 
IDR 100,000 per month, constituting 42.95% of the total respondents. In this context, 
it is evident that the discrimination resulting from digital banking services stems from 
the unequal reach and quality of internet services across the country [16]. In addition 
to the internet network, customers of digital banking are required to possess a mobile 
phone or another device for accessing services. Consequently, customers need to spend 
more to purchase credit for internet network access, especially in areas lacking free Wi-
Fi services. Essentially, bank accounts are uniquely tied to each person, requiring cus-
tomers to have their own mobile phones with data credit to access digital banking. The 
mandate for a dedicated cell phone per bank account and associated phone credit intro-
duces another layer of discrimination. Previously, with conventional banks, individuals 
only needed to visit a bank office or an ATM machine. However, the shift to digitalized 
banking services now encourages people to incur additional expenditures. The inability 
to meet these additional costs demonstrates that digital banking is inaccessible to eve-
ryone, creating an unfortunate chain of circumstances for those unable to access it due 
to a lack of internet services. 

3.3 Digital Banking has lower cost 

 
Digital banking, rooted in technology, minimizes the operational expenses for banks, 
offering them the opportunity to reduce costs by eliminating unnecessary branch of-
fices. This includes expenses related to employee salaries, building rentals, and other 
overheads associated with the existence and maintenance of physical branches. The 
cost-effectiveness of digital banking results in lower operational costs, fostering a re-
duced cost of funds. This has the potential to lead to cost disparities, specifically a var-
iance in credit interest expenses between digital branches and traditional branches in 
the future, where digital branches are likely to impose lower fees. 

The disparity in service models between digital and traditional services, which in-
volve physical branch offices, can create inequality. For example, the operational costs 
of digital banking are more economical than those of conventional banking, leading to 
variations in the fundamental price of bank funding, commonly known as the cost of 
funds. When banks implement policies with unequal cost of funds, it results in differ-
ences in pricing or interest rates. Regions with digital banking services may experience 
lower credit interest rates and higher deposit rates compared to areas served by tradi-
tional banking [13]. 
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Fig.4. Feature Digital Banking services most uses (Central Bank of Indonesia, 2023) 

 
 
From the picture above, it is evident that almost all banking services have transi-

tioned to digital banking. The most frequently utilized banking services include fund 
transfers, followed by balance inquiries and e-commerce transactions. Previously, in-
dividuals had to visit an ATM or a bank branch office to check their balances. With 
digital banking, it saves public costs, particularly in terms of transportation. 

Some individuals still prefer traditional banking methods, continuing to visit branch 
offices, which results in disparities in service costs. One of the factors determining bank 
fees is the operational expenses of branch offices, including labor costs, a component 
that doesn't exist in the digital banking environment. Consequently, digital banks incur 
lower expenditures, leading to reduced interest rates and loan costs. Depositors or indi-
viduals keeping their money in the bank benefit from these lower operating costs as 
banks offer higher deposit interest and service fees. 

Fundamentally, the amount of loan interest influences business competitiveness, 
constituting an expenditure component calculated as the cost or price of an item or 
service. Different prices for the same goods and services will undoubtedly impact the 
competitiveness and growth of a business. 

3.4 Troubleshooting 

 
Technically, expanding the internet network is feasible through the construction of 

BTS (Base Transceiver Stations). The presence of BTS will extend the coverage of the 
internet network. However, permanently building BTS can impose a burden on local 
government budgets. One alternative solution is to encourage private sector engage-
ment as a partner or investor in BTS construction. 
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As investors, the private sector naturally considers profitability as a key factor in this 
cooperation model. The income of the BTS owner is derived from renting the BTS to 
network and telecommunication providers, while the providers generate income from 
the use or consumption of data, commonly known as telephone and internet credit [11]. 

The government has the authority to intervene with a subsidy approach by ensuring 
that the income reaches a certain threshold. The government subsidy equals the gap 
between the public's credit purchases and the minimum income of the investors. It is 
anticipated that the presence of BTS will enhance people's living standards, automati-
cally increase network traffic, and encourage greater consumption of credits and inter-
net data packages, enabling the withdrawal of subsidies. 

A similar model can be observed when local governments initiate a flight route. In 
the early stages, local governments provide subsidies to airlines to open flight routes to 
their areas. Eventually, when flights become affordable for the public, subsidies are 
suspended to align with market mechanisms. 

This collaboration approach has also been initiated by telecommunications cellular 
operators to reach the outermost areas of Indonesia. It is essential to recognize that 
providing an internet network benefits not only digital banking, ensuring unlimited fi-
nancial access for the underprivileged community and enabling them to keep pace with 
other communities in this fast-paced era, but also provides widespread access to edu-
cation and entertainment. The availability of the internet opens up opportunities to pro-
mote the use of digital banking and raises awareness about schemes for the misuse of 
digital banking. Local governments can also encourage the establishment of digital 
business groups, including finding business partners who can be buyers of locally pro-
duced commodities. 

The initiative of local governments to open telecommunication networks will pave 
the way for the development of remote communities. The subsidy model serves as an 
alternative effort amid the government's limited budget. In addition to expanding finan-
cial access, it opens the door to education, sources of information, and entertainment 
for the wider community. 

To alleviate the absence of mobile phone devices and data packages, banks can pro-
vide this subsidy model, collaborating with cellular providers and local governments to 
develop specific subsidy models. Eventually, as people achieve a certain level of wel-
fare, they can acquire these devices on a self-managed basis. 

Finally, when an adequate internet network is available and supported by telephone 
equipment and access to the internet, the gap between digital and conventional banking 
services will naturally be resolved. 

4 Conclusions 

 
The introduction of digital banking has the potential to worsen social inequality. Insuf-
ficient internet connectivity, elevated prices for acquiring smartphones, and fees for 
telephone credit, along with varying service rates imposed by banks to provide exclu-
sivity to specific groups, contribute to unequal access to public services. The subsidy 
model for BTS construction aims to bring internet access to remote areas, and other 

770             H. Murphy et al.



subsidy programs can be implemented to facilitate the acquisition of smartphones and 
internet credit. 

References 

 
1. Aijaz A S, Richard G G and Heikki K. Exploring the nexus between financial sector refor

ms and     the emergence of digital banking culture – Evidences from a  developing countr
y. Research in         International Business and Finance. 42 1030-1039 (2017). 

2. Alex L, David S and Alex P. Digital banking manifesto: the end of bank. Financial Techno
logy      Series. Massachusetts Institute of Technology. USA. Cambridge  ( 2016). 

3. Andi P. Analisi Kelayakan Investasi Pembangunan Tower Wilayah Surabaya. Repository (
2020). 

4. Andrea L Selamat Datang Era Bank Digital di Indonesia, Prospek and Tantangannya. Jurn
alisme   Data (2020). 

5. Andreou, Panayiotis C and Sofia A. Financial literacy and its influence on internet banking             
behavior. European Management Journal 2062 (2020). 

6. Ary B, Anis E, Agus S, Zainal A and Alvin P E. Digitalization in banking sector: the role   
of          intrinsic motivation. Heliyon 6 (2020). 

7. Bakri, M.R. Bunga Rampai Usaha Pemerintah Dalam Rangka Pemulihan Ekonomi Indone
sia di Masa Pandemi. Politeknik Keuangan Negara STAN Jakarta (2022). 

8. Bank Indonesia. Statistik Ekonomi Keuangan Indonesia (2023). 
9. Biro Pusat Statistik (BPS). Statistik Indonesia (2022). 
10. Hootsuite. Digital 2021, Global Overview Report. https://datareportal.com/library (2021). 
11. Iqbala, Kazi, Paritosh K. Royb and Shamsul A. The impact of banking services on Poverty

:Evidence from sub-district level for Bangladesh. Journal of Asian Economics. 101154 (20
19). 

12. Luigi W, Jeo L and Michael C T Disruptions and Digital Banking Trends. Journal of Appli
ed         Finance & Banking. 10 15-56 (2020). 

13. Oanh T N. Factors Affecting the Intention to use Digital Banking in Vietnam. The Journal 
of Asian Finance, Economics and Business. 7 303-310 (2020). 

14. Pemerintah Daerah Provinsi Sulawesi Barat. Data UMK di Provinsi Sulawesi Barat tahun 
2020 (2021). 

15. Perkins D H, Steven R, David L and Steven A B. Economics of Development. W.W. Nort
on & company, New York (2013). 

16. Rahman M M, Badar N A. and Changing Z. Impact of    Cost Efficiency on Bank Capital 
and the   Cost of Financial Intermediation: Evidence from BRICS Countries. International 
Journal of Financial Studies (2017). 

17. Rhenaldi K. Series on Disruption Sebuah Dunia Baru yang Membuat Banyak Orang Gagal    
Paham (Jakarta:Mizan) p 4 (2019). 

18. Sugiyono. Metode Penelitian Bisnis. Bandung: Alfabeta (2014). 
19. Wasanwa Digital payment and banking adoption research in Gulf counties: A systematic li

terature review International Journal of Information Management. Volume 53 (2020). 

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-NonCommercial 4.0 International License
(http://creativecommons.org/licenses/by-nc/4.0/), which permits any noncommercial use, sharing, adaptation, distribution and
reproduction in any medium or format, as long as you give appropriate credit to the original author(s) and the source, provide a link to
the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's Creative Commons license, unless indicated
otherwise in a credit line to the material. If material is not included in the chapter's Creative Commons license and your intended use is
not permitted by statutory regulation or exceeds the permitted use, you will need to obtain permission directly from the copyright holder.

The Influence of Digital Banking and the Digital Divide on Societal Inequalities             771

https://datareportal.com/library
http://creativecommons.org/licenses/by-nc/4.0/

	The Influence of Digital Banking and the Digital Divideon Societal Inequalities

