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PREFACE 

 
Banking industry is growing rapidly with understanding the requirements of customer by 

offering technological services like ATMs, online banking, telephone banking, and mobile banking 

and so on. This growth has been strongly supported by the development in the field of technology. 

With the development of information technology, the world has become a global village and it has 

brought a revolution. in the banking industry. Bank customers are becoming very demanding and it 

is the extensive use of technology that enables banks to satisfy adequately the requirement of 

customers. Further the banking sector reforms and introduction of e-banking has made very 

structural changes in service quality, managerial decisions, operational performance, profitability 

and productivity of the banks. Further the banking sector reforms and introduction of e-banking 

has made very structural changes in service quality, managerial decisions, operational 

performance, profitability and productivity of the banks. E-banking is one of the emerging trends in 

the banking and is playing a unique role in strengthening the banking sector and improving service 

quality. It has enabled the banks to handle the payments electronically and inter-bank settlement 

faster and in large volumes. Customers can view the accounts, get account statements, transfer 

funds, purchase drafts by just making a few key punches. Use of advanced technology has led to 

the shift from traditional banking methods to modern banking methods. Currently, the most 

common and useful technology based on banking methods are online banking, Mobile banking, 

Video banking, Telephone banking, ATMs, Plastic money and so on. Hence, it is an appropriate 

topic to discuss in this seminar to enhance better banking services.  
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Abstract 
 The development and the increasing progress that is being experienced in the Information and Communication 
Technology have brought about a lot of changes in almost all facets of life. The new information technology is 
becoming an important factor in the future development of financial services industry, and especially banking industry. 
Internet banking is a new idea. Most of banks are using the Internet as a new distribution channel. Internet banking 
has the potential to transform the banking business as it significantly lowers transaction and delivery costs. The 
present paper is the outcome of an empirical study of prospects and challenges faced while online banking services. 
This paper discusses why internet banking is a very reliable way to manage finances. Internet banking provides great 
value in terms of convenience, customer intimacy, time saving, inexpensiveness and coherence in banking. Despite a 
few disadvantages, Internet banking is a highly recommended, new technology. With the time, the way banks used to 
operate has changed due to advent of internet in banking institutions. Further, this paper discusses the challenges and 
opportunities associated with the internet banking in Indian context. The discussion concludes that concept of internet 
banking is slowly gaining acceptance in Indian scenario and efforts are being made by government agencies to make it 
more popular among consumers. 
Keywords: Internet banking, E-Banking, Prospects and Benefits, Challenges and Opportunities. 

 

 

Introduction 

 The wind of liberalization sweeping through India has affected all sectors of the economy and centre 

of all these activities is the Indian Banking Industry. In such fast changing environment, to meet 

emerging needs, the operations in banks need immediate automation to provide services comparable to 

best international standards and to match technological changes taking place in other countries. The 

breathtaking advances in technology have shifted the focus from the concept of branch banking to 

anytime anywhere banking. Information technology has affected banks in two main ways. First, it has 

reduced costs by replacing paper-based, labour intensive methods with automated process. Secondly, it 

has modified the ways through which customers‘ have access to bank‘s services. With commerce 

becoming more and more computerized, banks are feeling the necessity to make an online presence. 

A sound and effective banking system is the backbone of an economy. The economy of a country can 

function smoothly and without many hassles if the banking system backing it is not only flexible but also 

capable of meeting the new challenges posed by the technology and other external as well as internal 

factors. The technology holds the key to the future success of Indian Banks. Thus, internet banking is the 

need of the hour, which cannot be lost sight of except at the cost of elimination from the competition. 

The existence of internet banking also becomes inevitable due to the standards required to be matched at 

the international level. Thus, the domestic as well as the international standards mandates the adoption 

of internet banking at the earliest possible moment. 

 

Review of Literature 

 Vijay M. Kumbhar (2011) in his research paper ―Factors Affecting the Customer satisfaction in  

E-Banking: Some evidences Form Indian Banks‖. This study evaluates major factors (i.e. service quality, 

brand perception and perceived value) affecting on customers‘ satisfaction in e-banking service settings. 

A STUDY ON PROSPECTS AND CHALLENGES OF  

ONLINE BANKING SERVICES IN INDIA 
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This study also evaluates influence of service quality on brand perception, perceived value and 

satisfaction in e-banking. Contact Facilities, System Availability, Fulfillment, Efficiency and 

Compensation are comparatively less important because these dimensions explain 21.70 percent of 

variance in customers‘ satisfaction. 

 Pooja Malhotra & Balwinder SINGH (2009) In their research paper ―The Impact of Internet 

Banking on Bank Performance and Risk: The Indian Experience‖. The paper describes the current state 

of Internet banking in India and discusses its implications for the Indian banking industry. Particularly, it 

seeks to examine the impact of Internet banking on banks‘ performance and risk. Using information 

drawn from the survey of 85 scheduled commercial bank‘s websites, during the period of June 2007, the 

results show that nearly 57 percent of the Indian commercial banks are providing transactional Internet 

banking services. The univariate analysis indicates that Internet banks are larger banks and have 

efficiency ratios and profitability as compared to non-Internet banks. Internet banks rely more heavily on 

core deposits for funding than non-Internet banks do. However, the multiple regression results reveal that 

the profitability and offering of Internet banking does not have any significant association, on the other 

hand, Internet banking has a significant and negative association with risk profile of the banks. 

 

Objectives of the Study 

1. To study the prospects and challenges of online banking services in India. 

2. To know the opportunities and benefits of online banking services in India. 

 

Preview of Online Banking 

 Online banking, also known as internet banking, e-banking or virtual banking, is an electronic 

payment system that enables customers of a bank or other financial institution to conduct a range 

of financial transactions through the financial institution's website. The online banking system will 

typically connect to or be part of the core banking system operated by a bank and is in contrast to branch 

banking which was the traditional way customers accessed banking services.  

 The customer visits the financial institution's secure website, and enters the online banking facility 

using the customer number and credentials previously set up. The facility may also enable the customer 

to order a cheque book, statements, report loss of credit cards, stop payment on a cheque, advice change 

of address and other routine actions. Today, many banks are internet-only institutions. These "virtual 

banks" have lower overhead costs than their brick-and-mortar counterparts.  

 

Drivers of E-Banking 

 Internet banking is a cost-effective delivery channel for financial institutions. Consumers are 

embracing the many benefits of Internet banking. Access to one‘s accounts at anytime and from any 

location via the World Wide Web is a convenience unknown a short time ago. Thus, a bank‘s Internet 

presence transforms from ‗bro 

uchreware‘ status to ‗Internet banking‘ status once the bank goes through a technology integration effort 

to enable the customer to access information about his or her specific account relationship. The six 

primary drivers of Internet banking includes, in order of primacy are: 

1. Improve customer access 

2. Facilitate the offering of more services 

3. Increase customer loyalty 

4. Attract new customers 

5. Provide services offered by competitors 

6. Reduce customer attrition  
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Services of E-Banking  

a. Bill Payment Service 

 Each bank has tie-ups with various utility companies, service providers and insurance companies, 

across the country. This system can facilitate payment of electricity and telephone bills, mobile phone, 

credit card and insurance premium bills. One-time standing instruction will ensure that on your bill 

payments due to lack of time. Most interestingly, the bank does not charge customers for online bill 

payment. 

b. Fund Transfer 

 One can transfer any amount from one account to another of the same or any another bank. 

Customers can send money anywhere in India. Once customers login to their account, they need to 

mention the payee‘s account number, his bank and the branch. The transfer will take place in a day or so, 

whereas in a traditional method, it takes about three working days. 

c. Credit Card Customers 

 Credit card users have a lot in store. With Internet banking, customers cannot only pay their credit 

card bills online but also get a loan on their cards. Not just this, they can also apply for an additional 

card, request a credit line increase and God forbid if you lose your credit card, you can report lost card 

online. 

d. Railway Pass 

 This is something that would interest all the aam janta. Indian Railways has tied up with ICICI bank 

and you can now make your railway pass for local trains online. The pass will be delivered to you at your 

doorstep. But the facility is limited to Mumbai, Thane, Nasik, Surat and Pune. The bank would just 

charge Rs 10 + 12.24 per cent of service tax. 

e. Prospects of Internet Banking 

 The Internet has levelled the playing field and afforded open access to customers in the global 

marketplace. Internet banking is a cost-effective delivery channel for financial institutions. Consumers 

are embracing the many benefits of Internet banking. Access to one‘s accounts at anytime and from any 

location via the World Wide Web is a convenience unknown a short time ago. 

f. Convenience  

 This is the prime reason that why millions opt for an online banking account. They will be able to do 

all kinds of banking transactions within the comfort levels of their house.  Checking the account balance, 

depositing money into the account, transferring cash to other similar accounts - the list of activities that 

one can perform with the aid of online banking platforms is immense.  

g. Safe and Secure 

 Banks with online presence provide top security to protect their consumers. They use the latest 

encryption technology to prevent fraudulent activities such as phishing and identity theft. But while this 

is given, the consumers have to do their part as well by ensuring that they install the latest antivirus, anti-

spam, and anti-spyware and firewall software installed in their computer. 

h. Minimal Costs 

 Since the system is already well placed, the bank just needs to create an additional online account for 

the account holder. In fact, many banks encourage the users to create and operate online accounts with 

them. This will reduce the overall work load because the operations are fully computerized. As a good 

will gesture, these banks would increase the interest rates for the account holders. It is a win-win 

situation for both the parties. 
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Challenges in Internet Banking 

a. Security Risk  

 The problem related to the security has become one of the major concerns for banks. A large group 

of customers refuses to opt for e-banking facilities due to uncertainty and security concerns. According to 

the IAMAI Report (2006), 43% of internet users are not using internet banking in India because of 

security concerns. So it‘s a big challenge for marketers and makes consumers satisfied regarding their 

security concerns, which may further increase the online banking use. 

b. Privacy Risk  

 The risk of disclosing private information & fear of identity theft is one of the major factors that 

inhibit the consumers while opting for internet banking services. Most of the consumers believe that 

using online banking services make them vulnerable to identity theft.  

c. The Trust Factor  

 Trust is the biggest hurdle to online banking for most of the customers. Conventional banking is 

preferred by the customers because of lack of trust on the online security. They have a perception that 

online transaction is risky due to which frauds can take place. While using e-banking facilities lot of 

questions arises in the mind of customers such as: Did transaction go through? Did I push the transfer 

button once or twice? Trust is among the significant factors which influence the customers‘ willingness to 

engage in a transaction with web merchants. 

d. Customer Awareness  

 Awareness among consumers about the e-banking facilities and procedures is still at lower side in 

Indian scenario. Banks are not able to disseminate proper information about the use, benefits and facility 

of internet banking. Less awareness of new technologies and their benefits is among one of the most 

ranked barrier in the development of e-banking. 

 

Opportunities to Internet Banking 

Despite of various challenges that are prevailing in context with e-banking in India, the following 

opportunities are motivating the marketers for implementing e-banking: 

a. Increasing Internet Users & Computer Literacy 

 To use internet banking it is very important or initial requirement that people should have 

knowledge about internet technology so that they can easily adopt the internet banking services. The fast 

increasing internet users in India can be a very big opportunity and banking industry should encase this 

opportunity to attract more internet users to adopt internet banking services.  

b. Initiatives taken by government agencies for financial literacy  

 Financial literacy and education play a crucial role in financial inclusion, and inclusive growth.  

A study reported that there is significant impact of financial literacy on use of internet banking,  

If customers are not financially educated they will simply avoid using new online services and not 

change their traditional way of banking, thus banks will not be able to convert users into their new online 

banking strategies.. 

c. Competitive Advantage  

 The benefit of adopting e-banking provides a competitive advantage to the banks over other players. 

The implementation of e-banking is beneficial for bank in many ways as it reduces cost to banks, 

improves customer relation, increases the geographical reach of the bank, etc. The benefits of e- banking 

have become opportunities for the banks to manage their banking business in a better way. 
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Conclusion 

 The present paper gives an overview of the current scenario of prospects and challenges of Internet 

banking in the Indian context. The discussion about the challenges and opportunities provide insights to 

the marketers about the hurdles of internet banking. The marketers need to consider the factors such as 

security risk, privacy issue and trust while devising the strategies and marketing policies for internet 

banking. The use of information technology will not only reduce the costs of operation but also would be 

effective, easy to maintain, speedier and highly competitive. The challenges posed by the Internet 

banking are mostly of procedural nature, which can be easily counterbalanced by adopting suitable 

technological and security measures. There can be no doubt about the enormous potential and 

emancipated opportunities offered by advances in technology. However, there are prerequisites and 

preparations, which have to be made before the full benefits of the technology can be harvested.  
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Abstract  
 The study aims to evaluate and analyze the role of Information Technology in the banking sector.  All nationalized 
banks in India has been growing without leaps and bounces and catering to the needs of various segments of the 
society.  Information Technology has been making rapid changes in the form of ATM's, Mobile banking and Home 
banks etc to the customers.  The evolution of Information Technology brought changes in new products, strong 
customer base, high-end services, structural changes in cost which have made a complete transformation in the 
banking sector structure.  An attempt has been made in this paper to examine various innovative instruments that 
have been introduced by the banks in recent times. The concept of 24/7 working mode has been successfully initiated 
and running with the help of ATM's, Phone banking, Internet banking, Mobile banking and E-banking. 
Keywords: Nationalized, Evolution, Phone Banking, ATM's, E-banking. 

 

 

Introduction 

 Financial sector in general and banking industry in particular is the largest spender and beneficiary 

from information technology. This endeavours to relate the international trends in it with the Indian 

banking industry. Technology has brought a complete paradigm shift in the functioning of banks and 

delivery of banking services. Gone are the days when every banking transaction required a visit to the 

bank branch. The information technology (IT) available today is being leveraged in customer 

acquisitions, driving automation and process efficiency, delivering ease and efficiency to customers. The 

increased penetration and impact on the scale of business can be judged from metrics such as deposit and 

credit per account, which according to the RBI data was INR 6,412 and INR 20, 757 in 1992 and 

INR19, 898 and INR84, 618 in 2000 — these metrics increased to INR59, 217 and INR258, 751 in 2009, 

respectively, approximately thrice the levels in 2000 and 10 times the levels in 1992. 

 Customers are well versed in operating the technology at their fingertips, hence we have to more 

precised in introducing and adapting the changing technology.  The major investment areas are portal 

development using technology that provides as structured data analysis and reporting especially in 

commercial banking.  Predicting where the market is focusing towards, and how the technology 

changing, competitions in terms of security, regulatory and compliance requirements present challenges. 

With these variations in the level of information technology in Indian banks, it is useful to take account 

of the trends in Information technology internationally as also to see the comparative position with 

Indian banks. The present article starts with the banks perception when they get into IT up gradation. All 

the trends in IT sector are then discussed to see their relevance to the status of Indian banks. 

 

Objectives of the Study 

 To study the current scenario in the Indian Banking Industry. 

 To highlight various challenges faced by banks in the recent trends. 

 To study the role of Information Technology in Indian Banking Industry. 

 Sample Design: A survey was conducted among 60 customers and 30 front line bank personnel 

from three banks in Chennai City (SBI, ICICI, AXIS).  

A STUDY ON THE ROLE OF INFORMATION TECHNOLOGY IN 

BANKING SECTOR WITH REFERENCE TO CHENNAI CITY 

 




