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Electronic Banking - An Indian Experience

Dr. Balu Maruti Waghmode
Dept. of Economics, S. S. G. M. College, Kopargaon

Abstract

The term "e-banking," or "electronic banking," describes how banks and
other financial organisations use digital platforms to provide services including loan
applications, fund transfers, balance enquiries, and bill payments, among others.
Over the past 20 years, e-banking use in India has increased significantly,
particularly following the IT revolution and economic liberalisation in the 1990s. In
today's environment, the significance of e-banking is immense. Without e-banking,
banks cannot operate effectively. Digital transformation involves shifting from
conventional banking methods to a electronics environment. It represents an
essential change in the approach of banks and various financial institutions engage
with, | comprehend, and safeguard their customers. Numerous countries
implemented a range of financial sector liberalization policies in the late 1980s and
1990s, which included the liberalization of interest rates, deregulation of market
entry, lowering reserve requirements, and the elimination of credit allocation.
Financial institutions, particularly the banking sector, are currently undergoing a
transitional phase. Banks have established their presence on the internet to leverage
its capabilities and reach, adapting to the rapidly changing business environment.
The well-known statement by Bill Gates indicates that banking is a sign of a robust
economy, yet banks themselves do not emphasize the critical role that electronic
forces play in impacting them more than any other group of financial service
provides. This study provides basic information of E-Banking and experience in the
financial system

Keywords: Internet Banking, banking sector, Indian Banking, Consumer, Internet,
product of E- Banking

Introduction

The banking sector has greatly profeted from the deployment of cutting-
edge technology in recent years, virtually in every nation around the globe. Among
the advantages gained through technology are increased productivity, enhanced risk
management, real-time information systems, quicker transactions, smooth financial
transfers, and creative products. The use of technology of information has
additionally enhanced the effectiveness and durability of business processes
throughout the banking sector. The banking industry in India has made significant
progress in adapting to the new competitive business landscape. The Indian banking
industry is currently experiencing a technological revolution.

Obijectives

1. To Examine the meaning and idea of Online- Banking

2. To Examine the main products of Online-Banking

3. To Examine the Mechanism of Online- Banking

4. To Examine the Importance and Limitations of Online-banking

Data Collection:
Data was collected from mainly secondary sources. Secondary data
collected from sources like, published articles, journals, reports, books and websites.
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E-Banking- Meaning, Concept and Types:

E-banking is essentially the application of
e-business principles within the banking industry,
and it is often called internet banking. The internet
has emerged as a significant medium for all
financial, banking, and commercial
transactions.The phrases Internet Banking and E-
Banking are often used interchangeably. E-Banking
is a significant component of E-Financing.
Hertzum et al. (2004) defined E-Banking as web-
based Banking. In simpler terms, E-banking
pertains to banking activities conducted via the
World Wide Web. Nevertheless, the United
Nations Conference on Trade and Development
(UNCTAD) provides a more detailed and
established definition that encompasses nearly all
aspects of E-banking.

"Internet  banking refers to the
development over the Internet of retail and
wholesale banking services. It involves individual
and corporate clients and includes bank transfers,
payments and settlements, documentary collections
and credits, corporate and household lending, card
business and some others. "

The term Online-banking can be defined
as "Delivery of banks services to a customer at his
office or home by using electronics technology.
Thus, electronic banking implies provision of
banking products and services through electronic
delivery channels." In E-commerce, all commercial
transactions area carried through electronic devices.
E-commerce is buying and selling of goods and
services through the computers, which has been
connected through the internet, E-banking is also a
part of E-commerce. As the popularity of personal
computers increased and there was easy to internet
and World Wide Web, commercial banks in India
also started using these technologies for delivering
their products and services to customers.

Main products of Electronic Banking:

The term "electronic banking" describes
the use of technology that enables consumers to
access banking services electronically, including
bill payment, fund transfers, account viewing, and
information and technological advancements.
Banks are shifting their emphasis on payments
away from the actual existence of transferring
funds to electronic money. Customers can do
banking tasks such checking their balance, paying
bills, viewing transaction histories, transferring
funds between accounts, requesting estimates, and
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submitting mutual funds and stock options. The e-

banking Information Technology Act of 1999 gave

dimension to the Indian banking industry. The
main products and services available under

Electronic Banking in India are discussed as under:

1. MICR Cheque Clearing Clearing: MICR,
which stands for Magnetic Ink Character
Recognition, refers to the ability of machines
to recognize numeric information printed with
ink that contains magnetic properties. This
technology is commonly applied to bank
checks and deposit slips. MICR readers
identify the printed characters and translate
them into digital data. Even though optical
recognition methods (OCR) have evolved to
rival early MICR technologies, magnetic ink
remains in use. It acts as a deterrent against
fraud, as photocopies of checks will lack the
magnetic ink. The instrument is printed with a
unique type of ink made from magnetic
materials. When the instrument is inserted into
the machine, it reads the printed data. The
MICR system offers advantages by reducing
the likelihood of mistakes, simplifying the
clearing of checks, and accelerating the
transfer of funds to streamline operations.

2. ATM: An ATM is a device that enables banks
to offer 24/7 banking services to their
customers at convenient locations without the
need to visit a bank branch. An ATM card is a
small plastic card featuring a magnetic stripe,
card number, expiration date, and a signature
panel. The ATM offers various services,
including cash withdrawals up to a specified
limit; depositing cash, checks, and drafts;
updating the customer’s balance; providing
mini account statements; and transferring
money between different accounts.

3. Credit Card: In India, this system is of recent
origin. Credit card is simply a piece of plastic
which provides the credit facility.. Purchases
from shops and to have railway and airways
travelling tickets, etc. It serves as a practical
method for transactions. It allows customers to
acquire goods and services without having to
pay cash upfront. Credit card is post paid. This
facility in India was introduced in a club in
1961. At present there are two world level
cards, namely Master Card and Visa Card.
These two cards are the most popular cards,
which entered the world market in 1966 and
180 countries of the world have accepted these
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cards. Various credit cards owned by
individuals provide cash facility up to a given
amount.

4. Debit Card: Debit Card: It provides customers
with 24/7 access to their savings or current
accounts. A Personal Identification Number
(PIN) will be provided to the customer for
debit card usage. The debit card does not allow
customers to exceed their cash balances in the
bank. Debit cards are accepted for making
payments. Debit Card is a prepaid option.

5. Demat Account: India implemented the
Demat System for electronic storage, where
shares and securities are represented and held
digitally, thereby removing the complications
linked to physical share certificates. With the
establishment of the depository system under
the Depository Act of 1996, the procedures for
buying, selling, and transferring shares became
much simpler, and many of the risks related to
paper certificates were reduced.

6. Electronic Fund Transfer: The Reserve Bank
of India devises an Electronic Fund Transfer
(EFT) system in February 7, 1996 to enable
speedier electronic transfer of funds. EFT
services allow the movement of funds from
one customer's bank account to another
customer's account, even if they are in
different cities or banking with separate banks.
Account holders with savings, current, or Cash
Credit accounts at the bank can utilize the EFT
service.

7. Internet Banking: Online banking allows
customers to perform banking transactions
online using a secure website provided by their
bank. It requires personal computer and an
internet connection. A customer can operate his
account from anywhere, from any personal
computer at any time. Internet banking
provides various services such as transfer of
funds, payment of bills, payment of taxes,
trading in shares and securities, etc.

8. Phone Banking: Through the phone banking
service, a customer can communicate with a
phone banking officer to carry out banking
transactions. They can obtain information
about their accounts under phone banking
facilities. The services offered through phone
banking are information on balance statement
of account, through fax, request of draft,
queries of new products, etc.
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9. Mobile Banking: Mobile Banking - Mobile
Banking refers to a service that allows
customers to conduct banking transactions on
their mobile phones via a cellular service
provider. The customer is given authentication
code to carry out a transaction. Under the
mobile banking service, the customer sends a
message to the bank and within a minute he
receives a response on the screen. It enables
the customer to carry on certain routine
business transactions without personally
visiting the branch.

10. Real-time Gross Settlement (RTGS): The
RTGS is an innovative payment system that
has emerged within the Indian banking sector.
Its primary aim is to facilitate the online
clearing and settlement of payments made via
cheques. This system significantly departs
from the traditional paper-based -clearing
methods. It not only allows for net settlements
between banks but also mitigates systemic risk
thanks  to  cutting-edge  technological
advancements.

The shifts in business operations by banks
have introduced a new way of functioning known
as E-banking.

Limitations and Challenges of E- Banking- E
banking is very useful but still there are some
limitations of E banking these are followings

1. Use of E-banking at rural area is less

2.  Minimum Communication between banker and

customer
3. Sometimes Quality of service is very low.
4. Lack of trained staff in various banks
5. Lack of Customer relationship Management
6. Issue of Security, technological obsolescence
7. Low level of financial literacy
Conclusion:

Enhancing financial systems has been a
key challenge for emerging markets and
developing economies. This is due to the fact that
robust financial systems are vital for driving
economic growth by mobilizing financial savings,
utilizing them productively, and mitigating various
risks. In the late 1980s and 1990s, many countries
implemented a range of financial sector
liberalization measures, such as liberalizing interest
rates, easing entry restrictions, decreasing reserve
requirements, and eliminating credit allocation.
Financial institutions, particularly banks, are
currently undergoing a transitional phase. Banks
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have embraced the internet to leverage its
capabilities and reach, adapting to the rapid
changes in the business environment. The well-
known statement Bill Gates' assertion that banks
are a sign of a thriving economy even while
banking is not highlights how much of an impact
technological pressures have on banks compared to
other financial service providers.
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