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Abstract :

Introduction:

While electronic banking in the form of automatic
teller machines and telephone banking have been
around for a number of years, the popularity of
accessing banking services, through the Internet and
mobile phones is rising. Increasingly, E-banking
provides a vast opportunity for banks and their
customers. Theelectronic delivery channelsincrease
transparency and can lead to higher connection
among banks and a most significant point through
lower costs. Thedigitalization of transactionscanhelp
to reduce costs for banks and increase efficiency.
Internet technol ogy holdsthe potential to fundamental
changes banks and the banking industry. Banking
through internet has emerged as astrategic resource
for achieving higher efficiency more recently, now
in India too, a wide array of financial product and
services have become available over the Internet
which has thus, become an important distributions
channels for a number for banks. The purpose of
present study is to analyze such effect of internet
bankinginIndia.

Internet banking is one of the technique which are
getting recognition around theworld.

There are lot of people via customer who are
accepting this technology very quickly. The
technology

Innovations are having significant importance in
human general and profession too.

Keywor ds: e-banking, new technol ogy, digitalization.
1.1 INTRODUCTION :

Banks are traditionally been in the forefront their
products, services and efficiency. Banks are using
electronic and tele-communication network for
delivering awide range of value added productsand
services. The delivery channelsinclude direct dial-
up connections, private network, public network
Internet is a vast network of individual computers

and computer network to communicate

With each other using the same communication
protocol . Thetechnological development has made
access to internet both cheaper and faster .
Internet banking both is a medium of delivery of
banking services and as a strategic

Tool for business as well as society development .
1.2 Computerization in Banks:

It was in 50s that the government of India evolved
thepolicy of usingthebanking system asaninstrument
of economic development and socia change. There
was a change in banking scenario in Indiain 1969.
14 major banks were nationalized and there was a
subsequent explosion of banksregionwiseand service
wise.

Magjor significant development was in 1975, when
the working group of customer’s service headed by
T. R. Vardarchay suggested introduction of modern
technology in specific banking areasto improve the
customer’s services.

Thefinancia reformsthat wereinitiated inthe early
90sand the globalization and liberalization measures
brought in acompletely new operating environment
tothebanksthat till the operating in highly protected
milieu. The services and product like Any Where
Banking, Tele-banking, Internet banking, web-
banking, E-banking, e-commerce, e-business etc.
have becomethe buzzwords of the day and the banks
are trying to cope with the competition by offering
innovative and attractively packaged technological
based servicesto their customers.

1.3 E-banking Erain India:

Theinternet cameto Indiain the year 1985 with the
introduction of ERNET [Educational and Research
Network] which was project of the department of
Electronics. Initialy it linkedon 11 TS, but dowly some
research organizations and Educational institutions
were also included in the list. Government of India
permitted ISP [Internet Service Provider] business
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to private companiesaswell intheyear 1998. Internet
has already became a mass media and crossed the
limit of 50 million users.
The E-banking ischanging the banking industry and
ishaving amajor effect on banking relationships. E-
banking involves the use of electronic devices for
delivery of banking products and services. The
internet banking isoneof dectronic mediaof providing
services to their customers.
A successful e-banking solution offersthefollowing
e-banking products and services:
ATM [Automated Teller Machines)
Cards — Credit Card/Debit Cards/Smart Card
Mobilebanking
Phone banking
Internet/Online banking.
Electronic fund system.
Electronic clearing services.
D-mat account
Corebanking
0. Electronicor digital signature
1.6 Application of E-banking inbusiness:
The client and serves machines are connected by a
network, show infig.1

Figure 1
The client and serves machines are connected by a
network, show infig.1
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In this process two models are involved, one on the
client machine and one on the server machine
communi cation takes place sending a message over
the network to the server process.

1.7The Growth of Internet banking of common
products:

Internet Banking (Fig. 1) isaproduct of e-commerce
inthefield of banking and financial services. Inwhat
can be described asB2C domain for banking industry,
Internet Banking offersdifferent online serviceslike
balanceenquiry, requestsfor cheque books, recording
stop-payment instructions, balance transfer
instructions, account opening and other forms of
traditional banking services. Mostly, these are
traditional servicesoffered through Internet asanew
delivery channel. Banks are also offering payment
services on behalf of their customers who shop in
different e-shops, e-mallsetc. Further, different banks
havedifferent levelsof such servicesoffered, starting

fromlevel-1 where only information is disseminated
though Internet to level-3 where online transactions
are put through. These aspects have been dealt with
inbrief intheintroductory chapter and again detailed
products and services are discussed in chapters 3
and 4. Hence, in thefollowing paragraphs|-banking
concernsin B2B domain are discussed.
Considering the volume of business e-commerce,
particularly in B2B domain, hasbeen generating, itis
natural that banking would position itself in an
intermediary role in settling the transactions and
offering other trade related services. Thisistrueboth
in respect of B2C and B2B domains. Besides, the
traditional role of financial intermediary and
settlement agents, banks have also exploited new
opportunities offered by Internet in the fields of
integrated service providers, payment gateway
services, etc. However, the processis evolving and
banks are repositioning themselves based on new
emerging e-commerce business models.

In B2B scenario, anew form of e-commerce market
place is emerging where various players in the
production and distribution chain are positioning
themselvesand are achieving akind of integrationis
business information flow and processing (STP or
near STP) leading to efficienciesin the entire supply
chain and across industries. Banks are positioning
themselves in such amarket in order to be a part of
the financial settlements arising out of transactions
of this market and providing wholesale financial
services. This needs integration of business
information flow not only across the playersin the
supply chain, but with the banks aswell.

With theintegration of businessinformation flow and
higher degree of transparency, the banks and other
financial servicesinstitutions have lost some of the
information advantage they used to enjoy and factor
in to pricing of their products. However, such
institutions have the advantage of long standing
rel ationships, goodwill and brand, which areimportant
sources of assurance in avirtual market. Banks are
in fact, converting this goodwill into a business
component in e-commerce scenario in providing
settlement and other financial services. Some banks
have also moved to providing digital certificatesfor
transactions through e-markets.

Banks’ strategies in B2B market are responses to
different business models emerging in e-commerce.
A recent study by Arthur Andersen showsthat banks
andfinancial serviceingtitutionsgenerally adopt one
of three business models to respond to e-business
challenges. In the first place, they treat it as an
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extension of exiting businesswithout any significant
changes other than procedural and what technology
demands. The second strategy takes the same
approach asthefirst but introduces structural changes
to the underlying business. In the third approach
banks launch e-business platform as a different
business from the existing core business and as a
different brand of product. Thereisno definiteanswer
as to which approach is appropriate. Perhaps it
depends on the type of market the bank is operating,
itsexisting competenciesand thelegal and regulatory
environment. It is, however, sure that e-banking is
evolving beyond thetraditional limitsof banking and
many new products/services are likely to emerge as
e-commerce matures.

1.8 E-banking Scenario:

The banking industry being a leading player in e-
business. While the banksin developing countiesare
working primarily via internet. Internet as an
information delivery tool toimprovere ationshipwith
customers.

Globally, the banking business has always been in
the fore front of harnessing technology to improve
its services and efficiency. Banks have been quick
to adopt rapidly evolving electronic and
telecommunication technologies to deliver an
extensive line of value added products and services
to their customers.

Thepersona computers, tele-banking and Automated
Teller Machines[ ATMs] becamethecommon in most
of devel oped nations. E-banking evolvedinmid 1990s
wheninternet and theworld wide web beganto catch
on.

The products and services offered by the banks on
the internet can be divided into three types:

1.9 Information Kiosk:

It includes providing information regarding various
product and services offered by the banks to
customers. The banks site receives and answers
queries of customer through e-mails.

Basicinternet Banking:

It includes enabling the customer to open new
account, check account balance and pay utility bills.
E-commer ce Banking :

Enablesthe customer to user their accountsfor money
transfer, bill payment, purchase sale.
COCLUSION :

The pecularity of this industry is that it has to
implement various social objectives

Aswell ascommercia objectives.It is anistrument
for development of the economy of the country.
Theinternet isone of themajor distribution channel

of banking products and services. The e-banking

Strtergiesthat banksimplement to derive maximum

value through the online channel . The use of

Internet as an information delivery tool to improve

rrel ationship with customers.
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1.4 The adoption rates of internet banking

are:
Banks No. of | No. of banks No. of banks
banks with with transaction
websites sites
Public sector banks 27 27 13 (48.1%)
Private sector banks 29 27 13 (44.8%)
New 08 08 8 (100%)
old 21 19 5 (23.8%)
All Banks 56 54 26 (46.4%)

1.5 Classification of E-banking services
E-banking services

Electronic Media Internet banking

—p ATM Access banks information
Credit Cards and debit cards Access Electronic information
EFT Fully transaction system
Online System and payment
RTGS

Shared payment network System

L »
L »
— Electronic clearing service
L »
L »
(I

Mobile banking

Summer Internship Society Volumell Issue-1

October 2010 140


www.Nationalcity.com
www.BankOne.com
www.TCF.com
http://jakarta.apache.org/tomcat/tomcat-4.0-doc/
http://java.sun.com
http://jguru.com

