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ABSTRACT

In order to improve the customer service, I-
keeping and MIS reporting, the need fc
computerization was felt in the Indian banking ee
in late 1980s. Reserve Bank of India set u
Committee headed by Dr. C. Rangarajan
computerization in banks in 1988.

Conversion of data into a digital format with 1
adoption of technology is called as digitization.
implementation of digitalization, banks can prov
enriched customer  services. This  provi
convenience to customers and helps in saving -
Digitalization decreases human error and thus b
customer reability. A new wave of technology
revolutionizing the way customers engage with t
finances. From social to mobile capabilities, be
have to rethink the way they do business to dela
better customer experience and remain compet
The recen introduction of open banking and t
Payments Services Directive 2 (PSD2) regulatio
hastening this transformation by placing powerhie
hands of customers. Banks must now allow custo
to share their financial data, such as spendingtsh
and rgular payments, with authorized tr-party
providers if customers wish to do so

In addition, until the past few years, banks weoé
visualizing the tremendous shift in consumer bebre
that occurred as a result of the millennial genen:
now becomethe largest consumers of financ
products. With the increasing usage of s-phones,
digitization of banking sector is predictable tdote
up the increasing expectations of the world. Iteied
reduced human errors and increased convenis
Now, cybe threats are on the rise hence, banks 1
be very vigilant and should be prepared to ha
cyber-attacks.

KEYWORDS: Digitalization,
Online Banking

l. INTRODUCTION

Digitalization is the process of transformi

information into a digitaformat, in which the

information is organized in bits. The result is the
representation of an objectimage, sound,
document or signgusually airanalog signal) by
generating a series of numbers that descrit

discrete set of its points samples. The result is
calleddigital representaticor, more precisely,
a digital image for the object, ar digital form, for

the signal. The digitized datain the form of binary
numbers which simplify computer processing a

other operations. Digitizing simply means

transformation of analog source material intc

numerical format; thelecima or any other number
systemthat can be used inste

Internet  Banking,

Digitization is of vital significance to da
processing, storage and transmission, becau
"allows information of all kinds in all formats toe
carried with the same efficiency and a
intermingled”. Unlike analog data, which typica
suffers somedss of quality each time it is copied
transmitted, digital data can, be transmitted \
absolutely no deprivation.

Banking

Technology
Trends

Diagram 1: 5 Key Banking Technology Tre
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Information Technology was implemented by ba
initially with the introduction of standane PCs and
voyaged to Local Area Network (LAMN
connectivity. Further, Core Banking platform w
adopted by banks. Thus branch banking change
bank banking. Core Banking Solution (CE
facilitated banks to increase the comfort featur:
the customers asa encouraging step towar
improving customer accessibility through anywh
and anytime banking.

Different Core banking platforms such as Fine
designed by Infosys, BaNCS by T( FLEXCUBE
by i-flex, gained popularity.

In 1991-92, with the openingf the economy, th
process of Computerization gained a leap. Se\
commercial banks started moving towards dic
customer services to remain economical
significant in the race.

Dan Jones, partner and head of Capco’s UK Di
practice, says comwience, speed and flexibility
no longer considered attractive aons, but haw
become a standard expectation of the raf
changing customdrsank relationship. According -
Mr Jones, successful organizations will be those
can keep pace with cimener needs and demands,
implant appropriate services into the wider ecamy:
of digital products.

Il. Research Methodology:-

Research paper is based on secondary data ob
from various sources like

Earlier paper published.

Websites

Articles published in Research magazii
Articles appeared in news paper.

PwphE

Current status in the Digital Space

Indian Government is aggressively promoting dic
transactions. Some of the significant steps
innovation in the Payment Systems domain are
launch of United Payments Interface (UPI) and Bh
Interface for Money (BHIM) by National Paymel
Corporation of India (NPCI). UPI is a mob
interface where people can make immediate fi
transfer between accounts in different banks on
basis of cyberetic address without mentioning 1
bank account. Today banks aim to provide fi
accurate and quality banking experience to 1

customers. Today, the topmost agenda for all
banks in India is digitizatior

Difference between Onlineand Digital Banking
For the most part, these two words are alternat
But, online banking can be defined a bit m
narrowly as-online banking primarily emphases
money transfers, bill pay, remote deposits, andck
online management of accounts. Other synonyir
online banking include virtual banking, interr
banking, and e-bankin&o, online banking focust
on digitizing the “core” features of banking,
digital banking incorporates digitizing eve
program and activity undertaken by financ
institutionsand their customel

Banks play a significant role in our daily livesort
countless people, at least a single financial treimngn
is been done in a single da’hus banks always try
implement latest technologies to enhance cust
experience. Digization is not choice for banking
industry, rather it is certain because every inguist
being digitized and banking sector is no exempi
.Mobile bankings increasing at a fast pace more t
online banking.

ADVANTAGES
BANKING:-

» Reduction of costbor banks and customers
well by using cashless transactions, ATMs,
With more digital data available with banks, tt
can take dataiven vibrant decisior by using
digital analytics. This benefits both customers
banks.

Number of customers will be amplific for banks
because of the increaseonvenience of bankir
Digitalizationdecreases human eri

Need of handling large amounts of cash will
reduced.

Rural and urban gap will be eliminat

Fake currency threatill be reduced, with the
increasing cashless transactis

OF DIGITI ZATION IN

>

DISADVANTAGES OF DIGITIZATION
BANKING:-

» Digitalization shrinks the effort of employees ¢
hence results itoss of jobs

Some bank branches may conclude to exist
the increasing use of online Iking.

Banks will be more vulnerable cyber-attacks.

IN

>

>
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» No one can hide crores of rupees in banks anc
act middle class. Privacy may have to
compromised.

[l TECHNOLOGICAL
IN INDIAN BANKING

Digital Collaboration

We will be part of our not-sdistant future when w

expect driverless cars and robots, it should balgg

direct for us to visualize a future banking systsith

its own form of artificial intelligence (Al

DEVELOPMENTS

Al-enabled tools such as chatbots have been al
implemented byanks to interact with customers, |
that is just the point of what is to come.Al hag
potential to modify organizations on an extraordyr
scale, from virtual financial assistants to companésl
credit scoring and predictive analysit

Mr. Jones exlains: “From a customer point of vie'
machinelearning is starting to enhance th
experience in smart ways, quickly and efficier
resolving their problems.

Machinelearning and Al will allow banks to sp
outlines and solve customer problems at iment of
the current speed in a very cadticient manner. Thi
second wave of interruption will have a powel
influence, transforming the banking industry andh
it the customer journey. Banks should seize
opportunitieswhen technology presenio shift to the
next gear. Because time does not wait for
organization, people including banking seci

Technology Devek in Indlan
Dvrr et by
MhEs Bank
. BATE ‘ ~
T Toamintion
ki wegs
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Figure2: Technological Developments in Banl

Few Trends and Opportunities:

1. Changing consumer behavior
digitalization

As the markeis exposed to unsettling digital servic

it is now putting its hands on changing cli

preference from traditional banking to

in favor o

digitalization. Alsq India’s demographic share is w
suited to switch to digital behavior, with the med
age of anndian expected to be 29 years by 2020
900 million population falling in the age group 18-
60 years by 2025.People have enthusiasticallyest
using technology to do banking transactions
benefit other services because they want r
suitability at the cost afjiving extre price.

2. Unpenetrated areas and government initiative
Around 50% of the noranked population is directt
and developing towards the goal of financial prese
Due to some government initiatives, banks I
incredible opportunities and advantages
implementing digital infrastructure.With Rs. 5
billion being targeted to be transmitted directhder
DBT (Direct Benefit Transfer), around 160 milli
accounts have been opened under PMJDY (Pre
Mantri Jan DhanYojna).

3. Leveraging increased smartphone usage ai
mobile penetration

Mobile phones are likely to lead the digital grovisf

India, because the youth of India prefer to users

phones rather than stand in long queues

avail banking servicesMobile perception of around
90% is likely to drive financial insertic The existing

and predictable widespread reach of smart phon

the country provides a «uptive and low-cost
medium, to extend the reach of banking and payn

services. Refer the graphs bel

NMumber of MMohile Internet
Users (in Mallion)
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; -
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. Technologies HE

Figure3: Number of Mobile Internet Us

Smartphone penetration {(in
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Figure4: Smartphone Penetration (in perc
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Figure5: India’s Mobile Banking Opportunity
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Figure6: Mobile banking user forecast

Some Challenges:

» As per the report of FICCI, BCG, and IBA; 17
of the users were unaware about bank’s di
offerings, 35% were aware but were not using,
were unhappy user and 42% were fulfilled us
The challenge herés to convert alertness in
practice.

» MSMEs 70% and shopkeeper transaction’s ¢
were done through cash &cheque, only
MSMEs collect orders online, and only 4% ac
payments online. This is completely improper |
digital world and thus becomes a llenge.

» 24% do not know how to use Mobile bank
apps, 16% don’t know about bank’s app and :
of them have fear of hacking.

Despite the huge possible and ‘-established
promise of digital financial services, there is eed
for the users to adopt amgal approach 0-going
digital and combining business strategy with ag

elements of their operating ecosystem to crea
significant customer experien

Indigenous Banking:

The exact date of presence of indigenous bankti:
exactly known. But,t is sure that the old bankir
system has been functioning for centuries. S
people suggests the presence of indigenous bar
the Vedic times of 200@400 BC. It has excellent
fulfilled the needs of the country in the p

However, with the appexhing of the British, it
failure started. Regardless of the fast growth
modern commercial banks, however, the indiger
banks continue to hold a noticeable position in
Indian money market even in the present time:
includes seths, shroffs, dtis, mahajans, etc. The
indigenous bankers give money; act as mc
changers and finance internal trade of India bynma
of hundis or internal bills of exchan:

The main defects oindigenous banking are:

1. They are disorganized and do not have
communication with other sections of the banki
world.

2. They associate banking with trading ¢
commission business and thus have prese
trade risks into their banking busine

3. They do not differentiate between short term
long term finance and betweehe purposes of
finance.

4. They do not give receipts in most cases and
charge out of proportion interest in regard v
other banking institutions in the coun

SUGGESTIONS FOR IMPROVEMENTS OF

INDIGENOUS BANKING ARE:

1. The banking practices need toupgraded.

2. These banks should be connected
commercial banks on the basis of cer
understanding in the respect of interest cha
from the borrowers, the confirmation of the se
by the commercial banks and the passing of
discounts to the pridy sectors et

3. These banks should be stimulated to bec
corporate bodies rather than continuing as fal
based enterprises.

@ IJTSRD | Available Online @ww.ijtsrd.con | Conference Issue: ICDEBI-2018ct 2018

Page: 106



International Journal of Trend in Scientific Res#aand Development (IJTSRD) ISSN: 2-6470 | IF: 4.101

V.

STRUCTURE OF INDIAN BANKING SYSTEM

Indian Banking System
Reserve Bank of India
{(Central Bank and Monetary Authority)

[

Commercial Regional Co-operative
Banks Rural Banks Banks

Public Sector Pvt. Sector Stte Co-ope-

Banks Banks rativeBanks

Central ('u-np-

Indian Foreign crative Banks

State Bank Other Nationalised Primary Credit
Group Banks Socicties

| |
5Bl Associate Banks

Figure7: Structure of Indian Banking Sys

RESERVE BANK OF INDIA (RBI):

The country had no central bank earlier to
establishment of the RBI. The RBI is the supre
regulatory and banking authority in the country .
controls the banking system in India. It is caltbeé
Reserve Bank’ as it keeps the reserves of
commercial banks.

COMMERCIAL BANKS:

Commercial banks organize savings of general pi
and make them accessible to large and small iridl
and trading units mainly for working capi
requirementsCommercial banks in India are prive
sector with a fewforeign banks and largely Indi-
public sector and. The public sector banks acctaur
more than 92 percent of the entire banking busiime
India—occupying a leading position in t
commercial banking. The State Bank of India ant
7 associate banksomg with another 19 banks are 1
public sector banks.

SCHEDULED AND NON-SCHEDULED BANKS:

The scheduled banks are preserved in the se
schedule of the RBI Act, 1934. These banks ha
paid-up capital and reserves oftcambine( value of
not less than Rs. 5lakhs, they haveplease the RBE
that their affairs are carried out in the interafstheir
depositors. All regional rural banks, commerc
banks (Indian and foreign), and state cooper:

banks are scheduled banks. - scheduled banks are

not involved in the second schedule of the RBI /
1934. At present there are merely three such bar
the country.

REGIONAL RURAL BANKS:

The Regional Rural Banks (RRBs) the newest fort
banks, came into presence in the middle of 1!
(these are sponssd by individual nationalize
commercial banks) with the objective of develog
rural economy by providing credit and dep«
facilities for agriculture and other productiveisittes
of all kinds in rural areas.The importance is
providing such facities to small and margin
farmers, rural artisan’s, agricultural laborers,d
other small entrepreneurs in rural ar

COOPERATIVE BANKS:

Cooperative banks amrganized under the provisio
of the Cooperative Credit Societies Act of the este
The major recipient of the Cooperative Banking is
agricultural sector in particular and the ruralteem
general.Longerm agriculture credit is provided |
the Land Development Banks. The funds of the
meant for the agriculture sector actually péhrough
CCBs and SCBs. The cooperative credit mover
has now spread to urban areas also and there ane
urban cooperative banks coming under St The
cooperative credit institutions operating in themioy
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are mainly of two classes: agricultural amnon-
agricultural. There are two separate cooper:
agencies for the provision of agricultural creditie

V. Banking now and then

Payment
Systems

for short and mediunterm credit, ancthe other for
long-term credit.

IPaper Based I

l Electronic I

ATM/Kio
sk/micro
ATMSs

Demand
Draft

POS/paym
ent
gateway/|
VR

Mobile
phone
based
systems/|
MPS

Electronic
clearing
service

National
electroni
¢ fund
transfer

S—

l Paper-less.

Large value

payment

Real
Time
Eross

] ——
Prepaid [ Cheque

smart

ATM/De
bit cards =

truncation
system

settlem
ent

cards/
wallets

Credit
Cards

Figure8: Details of PaymeSystem

Expanse of digital banking

According to the RBI Report in 20-17 there are
2,22,481 Automated Teller Machines (ATMs) ¢
25,29,141 Point of Sale devices (P(

Implementation of electronic payment system suc
ECS (Electronic Clearing Service)lEFT (National
Electronic Fund Transfer), RTGS (Real Time Gi
Settlement), Mobile banking system, Debit ca
Prepaid cards, Cheque Truncation System, C
Cards, have all gained wide recognition in Inc
banks. These are aibtable innovatior in the digital
revolution in the banking sector. Online banking
changed the face of banking and brought abo
notable changm the banking operatior

National Electronic Funds Transfer (NEFT) is
most frequently useeélectronic payment method f
transferring money from any bank branch to anc
bank in India. It operates in half hourly batcl Real
Time Gross Settlement (RTGS) is largely used
high-value transactions which are centered on

time'. The smakst amount to be remitted throu
RTGS is Rs. TwaLakhs. There is no upper lin
Immediate Payment Service (IMPS) is an immec
electronic funds transfer facility preser by National
Payments Corporation of India (NPCI) which
available 24 x 7.

The usage of Prepaid payment instruments (PPl
purchase of goods & services and funds transfes:
improved greatlyin recent years. The value
transactions through PPl Cards (which include
cards, foreign travel carc mobile prepaid
instruments, & corporate cards) & mobile walle
have jumped drastically from Rs.108 billion and
85 billion respectively in 202-15 to Rs. 279 billion
and Rs. 535 billion respectively in 2(-17

Table below shows Increase in volume relatec
RTGS, RECs, Debitcard, Credit cards, prepe
payment instruments and Mobile bank

Volume (Million)

Year RTGS Retail Electronic Clearing Cards (Debit, Prepaid Payment (n-Wallets, Mobile

(ECS, NEFT, IMPS) Credit) PPI Cards, Paper Voucher  Banking

2015-16| 98.4 3141.5 10038.7 748. 389.5
2014-15| 92.8 1687.4 8424.0 314._ 171.9
2013-14| 81.1 1108.3 7219.1 133.6 94.7
2012-13| 68.5 694.1 6174.5 66.9 53.3
2011-12| 55.1 512.4 5731.6 30.6 25.6

Table 1: Increase in volume related to RTIRECS, Debit card, Credit cards, prepaid paymeritungents an
Mobile banking
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VI. LIMITATIONS

» Security Risks -External threats such as hacki
spoofing and sniffing expose banks to sect
risks. Banks are also exposed internal risks
especially frauds by employees in collusion v
customers / employees.

» Financial Knowledge / Customer Awarenes:-
Lack of knowledge amongst people to us-
banking facilities is the major limitation in Ind

» Fear factor - One of the biggesbstacle in onlin
banking is inclination to conventional banki
method by older generation and mostly pet
from the rural areas. The fright of losing mone"
the online transaction is a wall to usage -
banking.

» Training - Lack of suitable knowlege and skills
IS a major constraining for employees to deal \
the innovative and changing technologies
banks. Training at all levels on the chang
trends in IT is the requirement of the ¢

» The high speed internet connectivity at rt
places in India is big challengéxperience show
that we have failedni providing 24x7 interne
connectivity in rural and remote plac

VIl.  CONCLUSION

The mobile and wireless market has been one ¢
fastest growing markets in the worl The arrival of
technology and the escalating use of mobile andts

phone devices, has given the banking industry a
plattorm. Connecting a customer anytime ¢
anywhere to their money and needs is a must
service that has become an unstoppable nece
This worldwide communication is leading
newgeneration of strong banking relationships. '
banking world can achieve superior interactiong
their pubic base if they accommodate all th
customer needsThey have a unique challenge
keep their customer alliances and keeping up Vi
new technologies, and competitive strategies
other banks also have to offer the put
Conveniences of sewes plus outside locations li
ATMS are crucial to every banks success. Meetih
challenges including safety and security are pé
examples of good banking strategies. In order Hel
financial institutions to effectively grow they nit
embrace the@ew technologies and customize then
suit their economic success and the public’s s
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