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ABSTRACT

Electronic Banking also referred as online banking, virtual banking, Internet banking simply means use of
banking products and services through electronic means. Online banking services have become very popular among the
customers from quite some time. It has become popular not only in advanced countries, but also in the other parts of the
world and has offered new opportunities to the customers. It is beneficial for the customers as it is faster, convenient and
provides 24X7 services to the customers irrespective of their location, i.e. e-banking eliminates the disadvantages of
manual procedures like slowness, tardy, manipulation of records, etc. The customers can view their transactions, print out
their statement, can transfer funds, and can make payments. Besides this, it is an efficient and cost-saving channel for
banks too. In India as economic reforms introduced over 1991 banking industry has made significant progress, in which

e-banking is playing a crucial role.
KEYWORDS:Electronic Banking, Banking, Virtual Banking, Internet Banking

INTRODUCTION

Meaning and Definition of Electronic Banking

Electronic banking is a generic term encompassim@may of banking services delivered through eteit
media, such as, personal computer, mobile photegzhienes or the internet. In other words, it isghecess of delivery of
the bank’s information and services by banks tdasusrs via different delivery platforms that canused with different
terminal devices such as a personal computer aralenphone with browser or desktop software, tetegghor digital
television’ s-based banking is also known as cylmarking, home banking and virtual banking whichludes various
banking activities that can be conducted from argneh The concept and scope of e-banking is stithigpng. Earlier
e-banking has been in form of Automated Teller Maehand telephone transactions recently, it issficmed to a new
delivery channel called internet banking which ligatied banking transactions for both customersizank. Internet offers
to fastest access to all which is convenient aralave around the clock irrespective of the cugtdslocation. Thus the
term e-banking includes Real Time Gross SettlenBMGS), National Electronic Fund Transfer (NEFT)edronic
Clearing Service (ECS), Credit cards and debit s;aheque Truncation, Automated Teller Machine (ATNele

banking, Internet banking and mobile banking.
E-Banking Services in the Global Scenario

E-banking came into being in UK and USA in 192@sdcame prominently popular in 1960s through ebdedit

fund transfer and credit cards. The concept of baded banking came into existence in Europe and id$i#e beginning
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of 1980s. While financial institutions took stepsimplement e-banking services in the mid-1990s)yn@nsumers were
hesitant to conduct monetary transactions ovemntéb. It took widespread adoption of electronic came, based on
trailblazing companies such as America Online, Aomazom and eBay, to make the idea of paying fansteonline
widespread. By 2000, 80 percent of U.S. banks edffex-banking and the customer use grew slowly.0®02 Bank of
America became the first bank to top 3 million aalibanking customers, more than 20 percent ofugtomer base. In

comparison, larger national institutions, such ag@up claimed 2.2 million online relationshipkbally.

E-banking is available even to the developing coestat present. In developed countries E-bankénfeing
followed with new technologies. It is playing aalitole in the development of economy. In Amerit& number of thrift
institutions and commercial banks with transactianebsites is 1275 or 12% of all banks and thriftgproximately 78%
of all commercial banks with more than Rs. 5 hillio assets, 43% of banks with Rs. 500 million o Rbillion in assets,
and 10% of banks under Rs.500 million in assete haansactional websites of the 1275- thrifts/ cargial banks
offering transactional internet banking, 7 couldcoasidered ‘virtual banks’. 10 traditional banle/é established internet

branches or divisions that operate under a unigaedoname.

In U.K banks are offering transactional servicastigh a wider range of channels including wirekgsglication
protocol (WAP), Mobile phone and T.V A number ofrne banks have approached the Financial Servicésofity
(FSA) about charters for virtual banks or ‘clicksdamortar’ operations. There is a move towards bagdtablishing
portals. Swedish and Finnish markets lead the wiorlterms of internet penetration and the range qunality of their
online services. Merita Nord Bank (MRB) leads imglins per month” with 1.2 million Internet custorseand its
penetration rate in Finland (around 45%) is amdmg liighest in the world for a bank of ‘brick and rtag' origin.
StandinaviskaEaskildaBanken (SEB) was Sweden’s iim®rnet bank. Almost all of the approximatelyOl1banks
operating in Norway had established ‘net banks’Denmark, the internet banking service of Den Dansfers fund
transfers, bill payments, etc. Internet Bankinddirstralia is offered in two forms: Web- based ahibtigh the provision

of proprietary software.

Initial web-based products have focused on persbaaking whereas the provision of proprietary safevhas
been targeted at the business/ corporate sectast Mgstralian — Owned banks and some foreign sidsgéd of banks
have transactional or interactive websites. In M&aland major banks offer internet banking sertaceustomers, operate
as a division of the bank rather than as a sepsrgtd entity. In Hong Kong, two virtual banks dreing planned. It is
estimated that almost 15% of transactions are peatkon the internet. Banks in Japan are incrdgsiogusing on e-
banking transactions with customers. World overctbnic banking is making rapid strides due to héug
communication technology. Penetration of InternabKing is increasing in most countries and WirelAgplication

Protocol (WAP) is an emerging service in the future
Electronic Banking in India: An Overview

The concept of e-banking is of fairly recent originindia. Till the early 90’s traditional model bfanking i.e.
branch based banking was prevalent, only after ttiexie has been started non branch banking servites credit of
launching internet banking in India goes to ICIGInk followed by Citibank and HDFC Bank. To overcothe rising
competition, Indian commercial banks adopted e-lmanis one of the initiatives. This led to limietbranch network but

increased the demand of better technology.
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In India, Reserve Bank of India (RBI) played a puive role in the implementation of Informationcheology
(IT) in banking sector. RBI has been gearing uppgrading itself as a regulator and supervisorheftechnologically
dominated financial system. In 1998 it availed teehnical assistance project of the Departmentifbernational
Development (DFID), U.K for upgrading its supervisosystem and adaption of its supervisory functidasthe
computerized environment. It issued guidelines aisks and control in computer and tele communicasystem’ in
February 1998, to all the banks and advising themvaluate the risks inherent in the systems amdnpplace adequate
control mechanisms to address the IT environme#rations and product risks. Subsequently to erdhaagment, RBI
also constituted Department of Regulation and Sugien of Payment and Settlement System. RBI furtimeved to
upgrade technology to develop e-banking. In 200eBnment of India enacted the IT Act, 2000 witfeeff from Oct 17,
2000 which provide legal recognition to electromtiansaction and other means of electronic commdrE. then
constituted a working group on ‘Internet Bankingder the chairmanship of S.R. Mittal, 2001 to exserdifferent issues
relating to internet banking and recommend techgl®ecurity, legal standards, and operationaldstals keeping in
view the international best practices. The Basatmitee on Banking Supervision’s (2001) has defiriski management
principles for e-banking. This primarily focuses tww to extend, adapt and tailor the existing risknagement
framework to the electronic banking setting. Inuky 2002, RBI constituted a working group on elmtic money under
the chairmanship of Zarir.J.Gam. The group idesdiftertain areas of concern from the point of vidwhe central bank
in the context of more wide spread use of e-moiethat the conduct of monetary policy is not impdiand at the same

time, the integrity of the instrument is also prese.

RBI permits National Payment Corporation of InddPCI) to enhance the number of mobile banking sesvi
and widen the immediate payment service chanresAilr Ms, internet, mobile etc. Along with this NPiSlalso working
to bring more mobile network operators which caovjate mobile banking services through a commonfqiat, because
RBI believes that growing popularity of these altge channels of payments bring an additional mesipidity on banks to
ensure safe and secure transactions through thesa@s. On the recommendations of the Damodaram@itee (2011),
the guidelines were induced by RBI that providesiinét banking as totally secured and protected-lEdility against
loss for any customer induced transaction & maltetal arrangements among banks to deal with ietdranking frauds.
To deal with online banking frauds, customer capragach with their complaints to Banking Ombudsmiander this
Banking Ombudsman Scheme 2006, a customer carthfie complaint against any deficiencies in banksegvice
including internet banking, credit cards and ATMorg with this a high level committee (2011) untle chairmanship
of Dr. K.C Chakrabartyand members from Indian g of Technology (IIT), Indian Institute of Marement (1IM),
Institute for Development and Research in Bankimghhology( IDRBT), Banks and Reserve Banks prepéned T
vision document 2011- 2017, for the Reserve Bamklmmnks which provide an indicative road map fdraated usage of
IT in the banking sector. India is achieving comesable growth rate after introducing e-banking.pfésent the internet
users in India is 46.2 crore (Internet Live Statk]6) and still growing, and India will become théd largest country for

internet users in the world.

Certain banks like ICICI Bank Ltd. have gone a digpher within the transaction stage of internahking by
allowing transfer of funds by an account holdemtty other account holder of the bank. Some of theenaggressive
players in the area are HDFC Bank Ltd., UTI Ban#t.] Citibank, Global Trust Bank Ltd., and Bank afrfab Ltd., who

are offering the facility of receipt, review andypgent of bills on-line. These banks have tied ughwi number of utility
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companies. The ‘Infinity’ service of ICICI Bank Ltdalso allows online real time shopping mall pagtego be made by
customers. HDFC Bank Ltd., has made e-shoppingierdind real time with the launch of its paymenegaty. The first
online real time e-commerce credit card transadtigdhe country was carried out on the Easy3shappe shopping mall,
enabled by HDFC Bank Ltd., on a VISA card. TheseklBaare thus looking to position themselves asstop financial

shops.

The race for market supremacy is compelling banKadia to adopt the latest technology on the imgein a bid
to capture new markets and customers. HDFC Bankwtitt its ‘Freedom- the e-Age Saving Account’ Seey Citibank
with ‘Suvidha’ and ICICI Bank Ltd. with its ‘Mobil&Commerce’ service have tied up with cell phoneratoes to offer
Mobile Banking to their customers. In India theseai possible risk of emergence of digital divides da the fact that
29.8% of people living below poverty line will bexaduded from the use of internet. The wealthy peopill rapidly
switch over to the internet banking and the pospeeially farmers may suffer from cost of physicdiastructure. Any

effort to reduce this gap will pave way for achieythe objectives of financial inclusion.

Since the extent of use of e-banking servicesdmnérs primarily depends on the availability of atking
services, an understanding of the available e-Ingnikiitiative is absolutely necessary, which issgrged in the following

section.
Extent of Use of E-Banking Services in India

Indian banking system touches the lives of milliaaf people and it is growing at a fast pace. Qkieryears
banks are facing a number of challenges like clmegngeeds and perception of customers, new regnlétion time to
time and great advance in technologies. The pressumeeting these challenges has compelled thkskianchange the
old way of doing business. As the new millenniund anformation age progress, Indian banks considetedtronic
banking as a panacea to cope up with the constelmélyging business market trend. The various intien&in this regard

are ATMs, CDMs, Mobile banking, Internet bankingld banking and Other Plastic cards.
Automated Teller Machines (ATM)

Automated Teller Machine (ATM), is the most revadaary element of virtual banking, is a computedize
machine that provides the customers of banks ttiityaof accessing their account for dispensinglcand to carry out
other financial & non-financial transactions withdbhe need to actually visit their bank branch ba insertion of an
encoded plastic card. They enable the banks tsaainmore business by offering various services @ost effective way
on one side and to get more customer satisfactioth® other. ATMs generally accept ATM debit caedit cards and
prepaid cards (that permit cash withdrawal) whih small plastic card with magnetic strip, contagninformation about
the name of bank, name of customer, card numbédjtygoeriod and signature panel. Majority of ATiers uses ATM
to withdraw the cash, however, in addition to cd@pensing ATMs may have many services/facilitinatded by the
bank owning the ATM such as; Account informatios@ Deposit, Regular bills payment, Purchase obRe-Vouchers
for Mobiles, Mini Statement, Loan account enquity. & he history of ATM can be traced back to théad$) when the first
ATM machine was invented by Scot John Shepherdrddaand used by Barclays Bank, North London in 136@ng
Kong and Shanghai Banking Corporation (HSBC), Muimbdroduced ATM concept in India 1987. But nownalst
every bank provides ATM facilities to their custameCICI bank has the most number of ATM center®ss India. The

other banks UTI, HDFC and IDBI are leading in pding ATM facilities to their customers. Public secbanks are also
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taking the installation of ATM seriously for Indianarket. They are either setting up their own ATéhters or entering
into tie-ups with other banks. Corporation Bank thessecond largest network of ATMs amongst thdi@@ctor Banks
in India. Thus ATMs are emerging as the most usifol to ensure ‘Any Time Banking’ and ‘Any Whereiiking' or

‘Any Time Money'.

TYPE OF ATMS
White Label ATM

White label ATMs are those ATMs which set up, owraedl operated by non-bank entities, which have been
incorporated under Companies Act 1956, and aftéining RBI's approval. RBI has given the liceneeNBFCs under
Payment and Settlement Act, 2007 to increase tbgrgphical spread of ATMs.

Online ATM

These ATMs are connected to the banks databask tan@s and provide real time transactions onlifae

withdrawal limits and account balances are conlstandnitored by the bank.
Offline ATM

These ATMs are not connected to the bank’s datgabbesce they have a predefined withdrawal linxiédi and
amount irrespective of balance in the account eawithdrawn.

Onsite ATM

These are ATMs situated next to the bank branchth&g are installed within the branch premises theyin
proper terms. This is known as being on site aigldhn be used for several purposes. Many peopleisa this to avoid

the lines that are present in the branch and hga® on the time required to complete their traimac
Off - site ATM

These are the machines that are set up on a staedaasis. This means that the bank has a places ilnere is
only an ATM machine then this becomes an off - #ifeM. This is done to ensure that the bank reachdsto more
geographical areas and the people are able tdsuservices even when there is no bank brancteiatba. Off-site ATMs

are the ones which are installed anywhere, likgppimy malls, shopping markets, airports, hospitalsiness areas etc.
Advantages and Disadvantages

ATM usage in India is growing very fast. Through features it gained momentum to a wide set of [atipn.
Still customers are facing some operational probleand this section is devoted to discuss the adgast and

disadvantages of ATM.

ATM provides convenience to its customers due aa®2# hours access. Round the clock services lipedgits,
withdrawal, and transfer of funds can be accesgeclibtomers from any part of the world. It is béciaf to both banks
and customers as it reduces human interventionteard by cost of operations. Now a day’s majorityhe customers are
using ATMs for shopping purposes which eliminate ttsk of holding liquid money. It can reduce tHeepomenon of
gueuing in front of the bank for taking money. Adpwith all these advantages ATMs suffer some tisradgo. ATM

threats can be segmented in to three types ofkattaard and currency fraud, logical attacks angsiglal attacks. Card
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and currency fraud involves both direct attacksteal cash from the ATM and indirect attacks talste consumer’s
identity (in the form of consumer card data and Bi&ft). The intent of indirect attacks is to fralehtly use the consumer
data to create counterfeit cards and obtain morey the consumer’s account through fraudulent rgdiem. One of the
most known attack related to ATMs are the skimmatigick. It involves small portable card reader usedapture the
authenticated data available on the ATM magnetipestThe card trapping is conducted by placingwaak over or inside
the card reader slot to capture the consumer’s ddrelse can be devices such as plates over theezadr, thin metallic
strips covered in a plastic transparent film, wir@®bes and hooks. These devices are designesvent the card from
being returned to the consumer at the end of asaion. Logical or data attacks include attackAdmM’s software,
operating system and communication network andesyst Main target is to introduce viruses intended:tploit an
ATM'’s operating system mostly job of hackers whetail malware to violate the confidentiality, intiég or authenticity
of transaction-related data. Due to physical atthekcash is being physically damaged by the coeptopart of ATMs.

Debit Card

A debit card (also known as a bank card or check)cs a plastic payment card that provides carmisl
electronic access to their bank accounts at a diahmnstitution. Some cards may bear a storedevalith which a
payment is made, while most relay a message toateeholder’s bank to withdraw funds from a payelesignated bank
account. The card, where accepted, can be useshthstf cash when making purchases, in some cdseqrimary

account number is assigned exclusively for usénenrtternet and there is no physical card.

In many countries, the use of debit cards has beconwidespread that their volume has ever takeantirely
replaced Coke and, in some instances, cash trémssicThe development of debit cards, unlike credids and charge
cards, has generally being country specific, rasylin a number of different systems around theldyaxhich were often
incompatible. Since the mid-2000s, a number ofatiites have allowed debit cards issued in one gun be used in
other countries and allowed their use for intean@d phone purchases. Unlike credit and charge cpagysnents using a
debit card are immediately transferred from thallealder's designated bank account, instead of thaying the money
back at a later date.

Debit cards usually also allow for instant withdedvef cash, acting as the ATM card for withdrawicash.

Merchants may also offer cash back facilities tstomers, where a customer can withdraw cash aldthgteeir purchase.
Advantages of Debit Card

Prepaid Card: Debit act as a type of prepaid card. It is so,esih@lready has a sufficient amount of cash baanc
in it holder’s bank account. It permits to carrytbe value of transaction to the extent of avadaidlance in its holder’s

bank account.

Nominal Fee:Bank issuing a debit card charges an annual fethéoissuance and maintenance of the card. This
fee charged is very nominal in nature. Generallgkbeharges fee on a per annum basis. Such a feeag&matically

debited from the card holder’s bank account.

Alternative to Cash: Debit card act as an alternative mode of paymentekecuting various cash related
financial transactions. It can be used for the pase of goods and receipt of services. There iseea to carry a large

amount of cash and minimize the risk of loss dutédt, damage.
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Immediate Transfer of Funds Debit card ensures immediate transfer of funds émctmant’s or dealer’s bank
account. Such a transfer of funds takes place almstntly at the moment of purchase of goodsraadipt of services.

With its use there is no need to visit the bankfee premises. Thus it saves precious time.

Instant Withdrawal of Cash: Debit card facilitates instant withdrawal of casbnfi any nearest ATM. In short, it

acts as an ATM card to meet its holder’s cashedlaeeds anytime and anywhere.

Easy to Manage Debit card is very easy to carry, handle and mandgk travelling to outstations or overseas.

Being small, thin, flat having a negligible ratedaneasily fix in any pocket. Thus managing ialso not a big problem.

Earns Bonus Point Now a day, the competition among debit card prersdbanks) is challenging.Today most

bank offer bonus point to encourage their card énsldo make purchases using their debit cards.

Free Insurance CoverageDebit card holders also get free insurance cover@geh as, insurance on loss of

debit cards, purchase insurance, personal insurancelental insurance, travel insurance and so on.
Disadvantages

Debit cards do not offer as much protection agdmastdulent use as credit cards do. Also one tesspeotection
if the debit card is lost or stolen as comparecréalit card. Since the money is debited instaritthatime of purchase one
has less protection if something goes wrong with glarchase because bank won’t put money back latcount if
purchased items are not delivered or do not workikg a credit card debit card uses funds from klmgcaccount. So,
there is no grace period. Balance in the accountmeadifficult unless recording every debit caransaction. Sometimes

using debit card for ATM transaction may be co#ftthe ATM is not affiliated with the concerned titation.
Cash Deposit Machine

The Cash Deposit Machine (CDM) is a self-serviemteal that make deposits and payment transachbgreash.
All successful transactions are immediately creb#ed customers will be issued an advice slip camifig the transaction.
To use the CDM, customers need to have eitherdristtandard Chartered Bank Card (ATM or Credit Cardknow
his/her card number (ATM or Credit card). With @as 13,000 billion rupees in notes issued in faianyear 2013-14,
RBI's data highlights the fact that 90% of monetagnsactions are still takes place in cash. Withtiigh amount of cash
transactions, the need for an efficient mode toodiérash is more than ever before. To facilitatsier deposit of cash,
banks set up CDMs. A cash deposit machine is capaibhccepting more cash deposit transaction inpeoison to the
over the counter cash depository services. For phaimanks usually stop their business transactiod pm. However
people might need to deposit cash during diffetenés of the day and that is exactly what a CDMasigned for. The
various services available on the Cash Deposit achre cash deposit, cash deposit to accountit cad payment, and
cheque deposit to account. To start with, the barksplacing such machines in branches or desigrzgaters for
premium customers as a pilot project. Later, upatewacceptance, banks will consider putting theTeM kiosks next

to cash dispensers. However, bank officials hezenat clear on whether same funds can be recyclamrding to policy.

It is a 24*7 self-service banking terminal, whictcapts cash deposits using ATM. Customer’s accailhbe
instantly credited with the cash deposited. A neteiill be issued to you for each successful dep®@sposit service is
available 24 hours a day, 7 days a week. For theardence of the customers, the customers can depss without the

need for a card or passbook. They can simply tdbiehscreen and follow the step by step guide. Tashine accepts
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cash deposits only and does not dispense cashsaactépt only Indian currency. The accepted deretioims by the
machines are 5rs, 10rs, 20rs, 50rs, 100rs, 50@r4@@0rs.one of the main feature of the machirbasit is detecting the
fake currencies. The cash limit that can be witharat a time Rs.49999. It is set so to avoid incdmeissues. The
bundle of notes can comprise of mixed denominatfase in any order. The respective account isitmédmmediately
after detecting the fake currencies. If notes @&teeecrumpled, soiled, defaced or folded the maehiill not accept them.

So it should ensure that notes are properly straiggd i.e. without folds, dogged-ears etc. befeqgoditing..
Advantages and Disadvantages of Cash Deposit Mackin

Due to the emergence of cash deposit machine hiuntarvention is totally eliminated from the process

depositing money. It brought several advantagesd@ativantages to the customers.

Customers don’'t want to approach banks, waitingylgneues and fill cash deposit slips for gettingneyo
deposited in the current account and savings at{@ASA). In this arrangement of cash to be depdsis also done by
the machine its self. Machine also gives immediateipts after the completion of transactions. ime access and there
by its time saving quality adds to its benefitsaldo prevents the circulation of fake notes. Othan depositing money it

also facilitates balance enquiry and mini statesiehtaccounts.

CDMs haven't gained great momentum in the preseahario. So the number of CDMs are less compared to
ATMs. Presents of various constraints deviatesagextustomers from availing the services. The cairgs include lack
of education, security concern, personal impedimett. certain limitations are imposed on transastusing CDMs. The
cash limit that can be withdrawn at a time is R83®only. Misusing of debit card if misplaced, stolor lost is another
problem. As the machine does not accept the cruinptiled, defaced or folded notes, customer fatudificult to place

the same again and again. And sometimes the custanay lost the personal touch with the bank.
INTERNET BANKING

Internet is rapidly turning out to be a tool of Wewide communication. The increasing use of intemeelier
promoted producers and entrepreneurs to sell gineducts online. It has also become an importantcgoof information
and knowledge. Due to this, many banking and firaoanization have come up with the idea of irteifranking.
Internet banking can be defined as a facility pdedi by banking and financial institution that emathle user to execute
bank related transactions through internet. Thgdsgadvantage of internet banking is that peogreexpend the services
sitting at the home, to transact business. Duehighythe account holder does not have to persowalit the bank. When
small transactions like balance enquiry, recordecknt transaction, etc. are to be processedntemet banking facility
proves to be very handy. Internet banking is déféffrom online banking and personal computer bankDnline banking
is a wider term which includes internet bankingpmd banking, mobile banking, banking through ATMI grersonal
computer banking. On the other hand (personal ctanpBC banking is making transaction through aaP@ne’s home
or office, which connected to a particular branbfotigh a modem. PC banking is available only whenlranch is
opened and available through a particular PC d@ly.internet banking enables to do the same thramyhPC connected

to the internet, at anytime from anywhere in thelgio

Internet banking enables a customer to do bankargsactions through the bank’s websites on theriatelt is a

system of accessing the accounts and general infammon bank products and services through a ctenprhile sitting
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in office or home. Thus internet banking has chdntiee way of banking. The concept of internet bagkhas been
simultaneously evolving with the development of WdNide Web. Programmers working on banking datsebaame up
with ideas for online banking transaction, someticheing the 1980s. The creative process of devetmprof these
services was probably sparked off after many cofegastarted the concept of online shopping. Thénenshopping
promoted the use of credit cards through interidany banking organization had already started trgatata
warehousing facilities to ease their working staffee development of these data bases were widsdyg during the

development of ATMs. Thus the concept of interrailing become a revolution in the field of bankargl finance.
Evolution of Internet Banking in India

However the impact of Information and Technolody) (was mainly observed in the developed countries.

Various measures were taken to introduce IT in baathough the pace of development was not sanie dsveloped
countries. The technology adoption in the Indianksawas a process, which was stemmed out of tlem@endation of
three committees formed by the Reserve Bank ofaln@lhe first two committees in 1983 and 1988 rethpely were
formed under the chairmanship of Dr. Rangarajam,ttien deputy governor of RBI. The third committegs set up in
1994 under the chairmanship of Shri Saraf, exeeudivector of RBI. In the meantime the technolodggjation issue was
also examined by a high-powered committee set ughbyGovernment of India in 1992 and 1997 on resitning of
banking industry in India under the chairmanshifpoNarasimham.

Indian banking industry, today, is in the midstasf IT revolution. The technology changes have pthfthe
competition among the banks. This has led to irsingatotal banking automation in the Indian bankindustry. New
private sector banks and foreign banks have an edgepublic sector banks as far as implementatiotrechnological
solutions is concerned. However, the latter aténprocess of making huge investment technologg. fihancial reforms
that were initiated in the early 90s and the glizadion and liberalization measures brought in mgletely new operating
environment to the banks. Services and productsdikywhere banking, tele- banking, internet bankivep banking etc.
have become the buzzwords of the day and the temeksying to cope with the competition by offerimpovative and
attractively packaged technology based servicéiseio customers.

Like most of other activities in banking RBI alsat sip two committees in quick succession to acatdehe pace
of automation of operations in the banking sectorthe early 80s, a high level committee was formeder the
chairmanship of Dr. C Rangarajan, the then govewfoRBI, to draw up a phased plan for computergratand
mechanization in the banking industry over a fiearytime frame of 1985-89. The focus by this timeswen customer
service and two models of branch automation wexeldped and implemented. Having gained experiendée earlier
mode of computerization, the second Rangarajanpttiee constituted in 1988 drew up a detailed peatpe plan for
computerization of banks and for extension of aatiiom to other areas like fund transfer, e-mail NB®NET, Society for
Worldwide Interbank Financial Telecommunication (W), ATMs, Internet banking etc. The Governmentlodlia
enacted the Information Technology Act, 2000, wéfifiect from 17th October 2000 to provide legal gguton to
electronic transactions and other means of EleirGommerce. Over the years RBI constitutes varmusmittees on
internet banking to focus on major areas of intebanking, technologies and security issues, lesgales and regulatory
and supervisory issues. RBI had accepted the stiggesand recommendations of these committees saaddordingly

issuing guidelines to banks to implement interragtling in India..
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Advantage and Disadvantages of Internet Banking

The benefits of internet banking are plentiful athessed by the consequential reaction of a tremendise in
usage and application. But as there always twasgima coin, internet banking also has a bane Side following are the

benefits and risk associated with internet bankienyices.
Less Waiting Time

It offers less waiting time and more convenience@spared to the traditional banking system andifigntly
lowers the cost structure than traditional delivetngnnels. It also reduces the time and placedtioit. It provides various

benefits to consumers so that they feel convenibile doing banking activities.
Ease and Convenience

Internet banking is considered as more efficieierm of ease of use and access. It allows theucoais to make
transactions on internet provide them comfort ahbkoor office without going outside. It also enabtessumers to keep
an eye on their transactions or account activiiem their home, office or elsewhere so they cael ftisfied and
convenient. Even non transactional facilities ldeeering check books online, updating accountsjinmg about interest

rates of various financial products etc. have bexamch simpler on the internet.
24*7 Availability

With the help of internet banking, customer caneasctheir banking facilities and services all atbthe clock

i.e. 24 hours and 365 days from anywhere anytirheyTon't need to wait for timing of bank branches.

Self-service channel: Internet banking providesrtbgstomer a self-service channel for various lraglservices
they have not to depend on the bank’s staff andralepending process to avail their services. hetelbanking is one of
the most popular self-service banking technolog@sntinued use of self-service technology is pesiyi affect the

buyer’s perceived usefulness.
Save Time and Money

Now customers don’t have to go to branch to availking services it consist various advantages asclit will
save time, save fuel, do away from traffic, sav@dhvironment in term of reducing the use of metdricles and reduce

the waiting time.

However the current trend of exclusively using thernet banking to make all kinds of transactibas a few

pitfalls.
Relationships

Online transaction take a toll on the relationshith the banker which the traditional visit to beainoffice used
to foster. Personal relationship with staff at tlaks come handy when requesting for faster the dpg@roval or a special

service which may not be available to the public.
Complex Transaction

There are many complex transactions, which canaalsted out unless there is a face to face disgussth the
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manager that is not possible through internet bank$olving specific issues and complaints reqaiphysical visit to the

bank and cannot be achieved through the internet.
Security

This is the biggest pitfall of the internet banksgheme. Despite the host of sophisticated enonysftware is
designed to protect the account, there is alwaypesof hacking by smart elements in the cyber wadentity theft is yet

another area of grave concern for those who retjusively on internet banking.
Phishing Attack

Phishing is an attempt by fraudsters to fish'lfanking details of customers. A phishing attempifally is in the
form of an e-mail that appears to be from custosieank. The e-mail usually encourages customdridio & link in it that
takes him to a fraudulent log-on page designedafiure authentication details such as password.agih ID. E-mail

addresses can be obtained from publicly availatlecgs or through randomly generated lists.
Spoofing

Website spoofing is the act of creating a websisea hoax, with the intention of performing fralid. make spoof
sites seem legitimate, phishes use the names,,Igggshics and even code of the actual websitey Tha even fake the
URL that appears in the address field at the topoof browser window and the Padlock icon that appat the bottom

right corner
Vishing
Vishing is a combination of Voice and Phishing thees Voice over Internet Protocol (VOIP) technglog

wherein fraudsters feigning to represent real cangzasuch as banks attempt to trick unsuspectirggjomers into

providing their personal and financial details otrex phone.

Further Malware, Viruses, Trojans, Key-loggersj &pywares etc. are common methods of identityt tinegd

by fraudsters in internet banking.
Tele Banking

Telephone banking is a service provided by a banbtber financial institution which enables custoséo
perform a range of financial transactions overttephone, without the need to visit a bank bramchutomated teller
machine. Telephone banking times are usually lotigen branch opening times, and some financiaituisins offer the
service on a 24-hour basis. Most financial ingtig have restrictions on which accounts may bessssd through

telephone banking, as well as a limit on the amahet can be transacted.

The types of financial transactions which a customay transact through telephone banking includaioing
account balances and list of latest transactiolestrenic bill payments, and funds transfers betwaecustomer's or

another's accounts.

From the bank's point of view, telephone bankingimizes the cost of handling transactions by reuycthe
need for customers to visit a bank branch for neshawithdrawal and deposit transactions. Transasfiovolving cash or

documents (such as cheque) are not able to beduhading telephone banking, and a customer needsit@an ATM or
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bank branch for cash withdrawals and cash or chdgpesits.

Telephone banking and the first banking servicésguslassic telephone lines for communication dietek to the
turn of the sixties and seventies of the last agntA bank client can obtain the necessary inforombn dialing a
telephone number specified in advance. Beforedheested banking service information is providbed,dlient’s identity
is determined using contractually agreed termsndJshis banking service enables bank clients tainbinformation
concerning active and passive banking productsalzlient can also actively use the bank paymestesy and request, for
example, a payment order or a collection ordernogecancel a term deposit or a current accounthis case a fax

connected to the telephone serves as an output goivation channel.
Advantages and Disadvantages

Although much of today’s banking is carried out otle internet there are still customers who prédeuse the

now rather old fashioned telephone banking faesiti

The big advantage of telephone banking is thetwltd speak to another human being and discuds tivédm any
issue that may not be mentioned on the websiteakéipg to a call center staff member allows for grevision of
information about payments waiting. This converslomethod of asking queries and advices from egpamt seeking
clarifications in local language adds to its adaget Certain banks are offering 24- hour servicigsttelephone banking

clients. There is no issue of identity frauds iephone banking; these features attract custorowsartls it.

With regard to the disadvantage, the most comnmaveould be that not all banks and building soegetffer
24- hour telephone banking. In most cases, bansémgices availed from tele banking is limited tecking balance or
recent transactions and customer is not satisfidt this limited services. This may be the vitahsen for the decreasing
popularity of tele banking. Also telephone bankisgot available over bank holidays such as Chastor New Year and

it becomes another operational constraint facethéygustomers.
Mobile Banking

Mobile Banking means the usage of mobile telecomoation devices for carrying out banking and finahc
transactions. Since the penetration rate of matiilenes in India is much higher than the penetratéda of internet,
mobile phones is an excellent delivery channeleach banking customers. Mobile phone subscribetberncountry is
increasing day by day. Most of the commercial bamkge already launched mobile banking. The numb#éaasactions
has been growing rapidly. The terms m-banking, andfers, m-payments, and m-finance refer collelgtite a set of
applications that enable people to use their mdablephones to manipulate their bank accountse stalue in an account
linked to their handsets, transfer funds. MobilenlBag (M-Banking) involves the use of a mobile paoor any other
mobile device to undertake financial transactionkdd to a client’s account. M banking is one af ttewest approach to
the provision of financial service through ICT, regubssible by widespread adoption of mobile phameveloping and
underdeveloped countries. The rollout of mobilepllony has been rapid and has extended accesbayelhd already
connected customers in these countries. Mobileibgnk usually available on a 24 hour basis. Somential institutions
have restrictions on which accounts may be accessedgh mobile banking, as well as limit on thecamt that can be
transacted. The types of financial transactionschvlai customer may transact through mobile bankiotydes obtaining

account balance and list of latest transactioretednic bill payments, fund transfers between @usts or another’s
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account. Some also enables copies of statemeis tmwnloaded and sometimes printed at the custpreenises: and

some banks charge a fee for mailing hard copiésmok statements.

From the bank’s point of view. Mobile banking redadhe cost of handling transactions by reduciegiied for
customers to visit a bank branch for non- cash dvittval and deposit transaction. Transaction inwgvcash or
documents (such as cheque) are not able to bedthuging mobile banking, and a customer need tbansATM or bank
branch for cash withdrawals and cash or chequesitefidne most frequently used service is sendirgaat statements at

agreed periodicity to the client’s mail box.
History of Mobile Banking

The earliest mobile banking services used SMSnacsgeknown as SMS banking. With the introductidremart
phones with WAP support enabling the use of theilmakeb in 1999, the first European banks startedffer mobile

banking on this platform to their customers.

Mobile banking has until recently (2010) most oftezen performed via SMS or the mobile web. Appieisal
success with iPhone and the rapid growth of phdresed on Google’s Android (Operating system) havedoto
increasing use of special client programs, callgaosadownloaded to the mobile device. With thatl sadvancements in
web technologies such as HTML5, CSS3, and JavaStaie seen more banks launching mobile web baswites to

complement native applications.
Advantages and Disadvantages

Mobile banking, which is presently accepted as numsivenient delivery channel for banking produats a

services have number of advantages and certaitations too.
Anytime Banking

Mobile banking gives the privilege of anytime andyahere banking. One can do most of the banking

transaction after banking hours from anywhere.
Mobile Banking is Free

The service provided by bank is free of chargeetligno limit for number of times one can accassabcount.
Wide range of services

Various banking services provided include AccouataBce Inquiry, Credit/ Debit Alerts, Bill Paymefilerts,

Transaction History, Fund Transfer Facilities, Minim Balance Alerts etc.
Secure Banking
Apps coming with advanced encryption technologsamaking mobile banking safe and secure.

To make maximum benefit of mobile banking one stidvdve smart phone. Some banks have specific seftwa
for specific mobile. So people have to downloadedént apps based on the smart phone they own.cgharismishing’
attack is there for mobile banking users in whiskrureceives a fake text message asking for batduat details from a

hacker.
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OTHER PLASTIC CARDS

Plastic card is a device that enables its ownendake a payment by electronic fund transfer. Cardsadre made
of plastic are called plastic cards. Now a daytetaic cash is being used in place of hard casdstiél money is the name
given to all type of plastic bank cards, this pofyrmoney is a new and easier way for paying goodssarvices. Plastic
money was introduced in 1950s and is now an esddatim of ready money which reduces the risk afdimg a huge
amount of cash. It includes KCC cards, Smart c@rddit Card etc. Card issuers refer to the leadirgligits on the card
as an “issuer identification number” (lIN). The r@mng numbers on the card are referred to as thmaPy Account
Number or PAN. IINs and PANs have a certain leveinternal structure and share a common numberihgrse. [IN
otherwise Bank card numbers are allocated in aecmal with ISO/IEC 7812. This technical standardthasparts — part
1 identifies the structure of the Issuer Identtiica Number. Part 2 identifies the application mdares and eligibility
requirements for obtaining an IIN. IIN identifieBet issuer of the card, which is then electronicakgociated by the
issuing

Credit Card

A credit card is a payment card issued to usersdf@@dders) as a method of payment. It allows thrd bmlder to
pay for goods and services based on the holdeomiige to pay for them. The issuer of the card eseat revolving
account and grants a line of credit to the carddwmléfom which the card holder can borrow money gayment to a
merchant or as a cash advance.

A credit card is different from a charge card, véhérrequires the balance to be repaid in full eammnth. In
contrast, credit cards allow the consumers a comignbalance of debt, subject to interest beinggdt A credit card also
differs from a cash card, which can be used likeenicy by the owner of card. It typically involvaghird-party entity that
pays the seller and is reimbursed by the buyerredsea charge card simply defers payment by therlbuntil a later date.
Credit cards have a printed or embossed bank earder complying with the ISO/ IEC 7812 numberingnstard. Many

modern credit cards have a computer chip embeddtetim for security reasons.
Advantages and Disadvantages

Credit cards are convenient to use in a wide warmétplaces, shops, on the phone or online. Itaiersthan
carrying a lot of cash. The card holders are ngpaasible for charges if the card is stolen as lamdghey report it. It is

postpaid card in which customers can use up tataiodimit. All advantages of debit card is applide to credit card too.

Credit cards can lead to debt and it will negayiveifect the credit history if it is not manageaperly. Also if
the cardholder makes the payment late or do notlpayalance in full or exceed the credit limit. bleshe will have to
pay an extra interest and fee. Similarly if thedteider do not track the purchases it can be ditfio know how much

spend in one month until the statement arrivesofker limitations of debit card is applicable awse of credit card.
KISAN CREDIT CARD (KCC)

Kisan credit card schemes was introduced by NDyegaument in august 1998 with the aim to provideqadée
and timely short- term credit needs of farmersmythe cropping season. It was first proposed énltidget 1998-99 by

the then finance minister YashwantSinha. Consedquethiis, NABARD has prepared a model Kisan credid scheme in
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consultation with the major banks on the basis &f Bupta committee. Due to lack of awareness anfangers and
unnecessary delays, cumbersome procedures and perppoactices adopted by institutional linking agena large
number of farmers heavily depend on non- instinglesources of credit for their frequent needsuripase farm inputs
such as seeds, fertilizers, pesticides etc. theimgiitutional credit was not only expensive, bisbacounterproductive. The
Kisan credit card schemes was launched to provdeguate timely and cost effective institutionalditérom the banking
system to the farmers for their cultivation nedelszmers can not only purchase inputs but also wathiccash from this

credit card for their input needs.

Kisan credit cards are issued to the farmers orb#tsés of their land holdings and other criteriahsas timely
payment of last credits etc. farmers covered utlderKisan credit card schemes are issued with ditccard and pass
book or a credit card cum pass book incorporatiegntame, address, particulars of land holding,dvang limit, validity
period, a passport size photograph of the holder which may serve both as an identity card anditistes recording of

transactions on an ongoing basis.
CONCLUSIONS

With the advancement of technology, everyone nebdaged and more developed means of transactiaheAn
banking is a very essential tool to fulfill the dseof customers and has become necessary survaeeapom for the
fundamental change in the banking industry as alevh&hile the private sector and foreign banks hbagen fast in
adopting internet technology in client servicingere is a gradual trend for major public sectord aomerous co-
operative units to move in the same direction. ilive of policy support and guidelines issued by RBM time to time is
also propelling further e-banking adoption in Indidus, on one hand e-banking is a key to univdraaking to reap
profitability and economies of scale and on theeotand for boosting up financial inclusion. Anyoef to increase the

use of e-banking services will benefit the econ@sy whole and farmers in particular.
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