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A STUDY ON DIGITALIZATION AND ':'2?1 ROLE IN THE INDIAN BAKky,,
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CT: i e
ABSTRgithalization has become a buzzword today. Digitalization .han_becon'l:l c.:rltlca! for the
Indian banking sector, which has a tremendous impact on advat}c}llngh Inanci " 11.1'1c1u3mn' ang
is primarily focused on delivering superior scrvi(.:es to cl'le_nts. with t li Pog_sf_;_ ility Of_gamin
more shortly. However, every sector has its version of dlglt.ahz.atlc.m t.at i ereIlltly impagtg
the industries. This paper aims to identify the role gf digitalization ’m'the Indian bankin
sector. As a result of digitalization, Customer loyalty increases and. e11m1nates‘ human error,
Customers now have access to banks at all times due to online banking. Managing large Sumg
of money has also become more accessible. Digitalization has helped customers by making
cashless transactions more convenient. Customers no longer need to_keep cash on hand ang
can conduct transactions anytime and from any location. Digitall_zatlon has resulteq in
significant cost savings and has assisted in generating income with the help of several
methods. The smart phone revolution in India has paved way for an unprecedented growth
of Mobile Commerce and Mobile Banking in India. The Mobile banking services are playing a
significant role in the interactions between consumers and financial service providers. The
unique feature of Mobile banking is that it enables Anywhere Anytime Banking and is the

KEYWORDS: Digitalization, information technology,

Indian banking sector, customer
services.

INTRODUCTION:

With the advent of Mobile banking,

banks have also embraced Mobile Applications
popularly called as Apps. The last two ye

ars has witnessed an increase in the number of
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MOBILE BAKING: ; i
In the simplest form, mobile banking services enable users to receive information on

their account balances via SMS. Some new sofltware were updated in mobile phones in order
to make transfer funds between accounts, stoclk trading , and confirmation of direct payrments
through the mobile phone’s micro browser. Mobile financial services in these amart phones

have been introduced by quite a few European banks and were made successful, bank are
one of the key players that want to preserve their position in the financial market as the
provider of banking services and central payment. Banks helps customer’s to go on with
transactions through mobile phone with the help of technologies like WAP, SMS, etc. this
made banks to merge internet and telephone and leverage it to cut costs and at the same
time provide convenient to its customers.

Mobile devices such as mobile phones, PDAs, wireless tablets and any devices
connected to mobile telecommunication network make it possible for payments to be made.
The positive reception of mobile payment will make possible new and unforeseen ways of
convenience and commerce. Mobile payments can become a complement to cash, cheques,
credit cards and debit cards. Account based payment instruments such as electronic funds
transfer , internet banking payments, direct debits and electronic bill payments can be paid
using this service and it also includes payment of bills especially utilities and insurances

premiums.

MODES OF ACCESSING M-BANKING:
M-banking service is provided to the customers through the following modes.

A) SMS Banking
This is the simplest mode through which the M-banking service is offered to the

customers based on SMS (short message service) communication. It is easy to use and does
not require the smart phone or any data plan activated on the mobile phone of customers for
its functioning. In this mode the transaction are carried out by sending a simple SMS to the
bank. However, this mode of banking suffers from certain limitations such as inability to
transact in real time, security issues and lack of good experience of the customers.

B) WAP Based Banking
This is the second mode of accessing the m-banking service and takes care of some of

the limitation of SMS banking. WAP stands for wireless application protocol which is a special
type of protocol used to transact on mobile devices .this mode of banking enables the
customers to access the services of the banks in a real time environment through proper date
communication . WAP based m-banking service provides more secured and user friendly
services to the customers in a real time communication mode.

C) USSD Mode
This is the third mode through which m-banking service be used and it helps to access

the m-banking service using unstructured supplementary service date (UAAD) code. In USSD,
m-banking transactions are carried out using interactive menu which is displayed on the
mobile phone screen without using internet. This mode provides a secured way of accessing
the m-banking service on the basic mobile phones using USSD encryption.

D) Mobile Web Banking
This is another way of accessing the m-banking service and used by mobile devices

with advanced browsing capabilities such as displaying complete website content. This mode
of m-banking usage provides improved. Customer experience with an ability to teansact
online as in the case of computers. Mobile web banking operates in a similarity with internet
banking service there by providing the customers with internet banking banking like
experience on the mobile phone.

E) Application on Mobile Phone

This is the most advanced mode advanced mode through which the m-banking service
of different bank could be accessed. In this mode, a special type of application of the bank
installed on the mobile phone of the user. This application provides advanced m-banking M-
banking features to the users and enables them to utilize different types of facilities provided

ISBN: 978-81-965238-5-5 | © SK Research Group of Companies
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to get the enhanced user expet ience in m-banking

REVIEW O.F LITERATURE: indicated in their study that legal and security, sociocultury
Karimzadeh ami’a) Ali?] lrils :1:,1&:: e expesisl e challenges for the development of oy
nkin ) i
%:ﬂk?:m?;glfﬁaﬁttg:i isal ;ess Ewareness regardi;g1 neu; :T}%k;?ao::?ieii aII:]ccii i:nsu.ltablf: software
: i owe .
A arifal;la\:rl;:id c;ensggztzflri::a;léﬁ I;LE{?I;S tl?;l drivers and challenges of qnline bankin.g; the
results of the study show that to bank ;nanag;:s ar?nlcr:li ;I;Pil;i;sf i;ﬁiﬁﬁ{ l?segzﬁzipgc:sﬁ:s
and changes in Internal technology being the prin _
agers mentioned time and budget constraints and ajg,
?;‘;Ertzie?;t;:::{e’?:cﬁzol?; ’?he study also indicates that accord11111g c';o g;ancral and IT
managers" technical obstacles are the most important S:hallen.ge f%r t 1:; eve o;;mt_ent of E-
banking. Customers however mentioned internet security, online al?m ng r}({-:gu ations and
customers® privacy as the most important future challenges of E-ba_n g in Kuwait. .
Vaithianathan in his study commented that due_ to the high Internet penetratlo-n
among developed countries” populations, these countries are able' to d_e.play electr9mc
commerce to their advantages, whereas developing countries are still trailing far behing,
Apart from this other issues such as lack of technology infrastructure, lack of awareness,
lack of skilled human resources and social factors are cited as hurdles that prevent pervasive
Ecommerce adoption in developing countries.

STATEMENT OF THE PROBLEM: ) _
Advances in mobile technology are allowing for delivery of financial proc_h..lcts and service
more conveniently and effectively traditional banks. In the current competitive word banks

have to struggle their then might to offer the best of the customer satisfaction through various
innovative strategies in order to survive in industry.
Objectives of the study:

The objective of the study is to understand the various forms of digitization introduced
in the Indian Banking system and how it has impacted the customers.

A structured questionnaire was formulated and circulated amongst the employees
working in public and private institutions in Bangalore through online methods of data
collection and data was collected on the same. The sample size was 100 for the paper. The

collected data was classified, tabulated and grouped under various heads for the purpose of
interpretation. For analysis of data, Pie charts were used.

DATA ANALYSIS:

The responses were collected from a sample of 100 respondents. The population
targeted was working professionals in public and private institutions.

1. Respondents: Public and Private Employees:
Out of the 100 responses collected, 55% were public and 45% were private employees.

2. Online Transaction of respondents:

95 percent of the respondents using their mobile phone, and 5 per cent of the
respondents don’t use their mobile phone for online transactions.

3. Mobile banking services of respondents:

42.5 per cent of the respondents used m-banking for transfer money, 27.5 per cent
for pay bills, 22.5 per cent to buy goods and se

rvices and 7.5 per cent to know the account
balance.

4. Satisfaction of using internet banking services of the respondents:

4?.5 per cent of the respondents are highly satisfied, 32.5 per cent are satisfied, 12.5
per cent is neutral, 10 per cent are dissatisfied, 2.5 per cent are highly dissatisfied.

ISBN: 978-81-965238-5-5 | © SK Research Group of Companies 10
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NEED FOR DIGITALIZATION IN THE INDIAN BANKING BECTOR:

. In the late 19808, the Indian banking sector recognized the need for computerization
to Improve customer serviee, boolkkeeping, and record-keeping, The Reserve Bank of India
l_zwn f‘.m}.\al'lmlwl‘u committee to explore computerization in banks in 1988, which Dr ¢,
|\““H“”\l'f“ chaired.  With  the Indian cconomy reforming from 1991 to 92, the
computerization process nccelerated, The incrensing entry of private and international banlks
into the banking sector was one of the ey drivers of this development, Several commercial
banks began to shift toward digital service delivery to stay competitive and relevant in the
race. The advent of Cheque processing based on MICR, the electronic transfer of funds, the
lnt't:l‘com.lcction of bank branches, and the adoption of ATMs have resulted in the convenienoe
of bnnkl_ng time for commercial banks in India, Due to a lack of cash during the
demonetization period, people were driven to use mobile banking or digital payment, which
looked to be a better alternative for them. The Indian government is now encouraging digital
payments extensively. United Payments Interface and Bharat Interface for Money were
launched by the National Payments Corporation of India, which are crucial steps in the
payment mechanism. UPI is a mobhile platform that allows customers to send money across
accounts at different banks using a virtual address instead of their bank.

CHALLENGES AND ISSUES IN E-BANKING SECURITY RISK:

Security Risk- It is very big challenge for E-banking, very big challenge to make
consumers and marketers to opt it because of security issues. We have heard of various
internet frauds, fishing acts, password hacks etc. 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 increase in online banking use,

Privacy Risk- Peoples fear very much from the fact that there is fear of identity theft
and disclosing private information in online or E-banking (wiki leaks, panama paper leaks
etc.). They feel bank may invade their privacy by utilizing their information for marketing and
other secondary purposes without consent of consumers. People feel very much irritated
when they receive calls for credit cards or insurance etc.

Trust Factor- Trust is the biggest thing when you have to do anything, especially when
you do a financial transaction you have to have full faith on the medium you are using, the
site you are using the connection etc. There arise several questions in mind of users: Did
transaction go through? Did I push the transfer button once or twice? Is my Password and
ID is secured? Trust is very important factor which influence the customers”.

Customer Awareness- Villages are backbone of India and when we talk about villages,
peoples are still not aware of banks, so in India there is a long way for E-banking. So we first
have to educate peoples first about the banks system and then slowly have to educate them.

Holes- Any defect in hardware, software or privacy policy, use of-banking in open
networks or unsecure networks allows hackers to have unauthorized access. The network
tolls that can be affected by holes are routers, server software, operating system, firewalls
and clients.

Money Laundering Risk- Since internet banking can be done remotely, banks may
find it difficult to apply traditional methods for preventing and detecting undesirable criminal
activities like money laundering. Applications of money laundering rules may not be adequate
for some forms of E payments.

Cyber Squatting- It is the act of registering a famous domain name and then selling it
for a fortune. Cyber squatters register providers” domains so as to attract their users and
benefit from it. This is an issue that has not been covered in the IT Act, 2000.

Languages and Literacy Barriers- Unfamiliar language and illiteracy are barriers in
using E-banking service are mostly in English language. It is very difficult in country like
India with 1.252 Billion populations only about 79% of literate peoples 8 most of them in
regional language it is also very big barrier.

Fraud by Human Resource of the Bank- When you have the access to a plenty of
information and the information is in hands of a person we can trust anyone. There are
several peoples who use their own gain and may cause loss to both customer as well as bank.

ISBN: 978-81-965238-5-5 | © SK Research Group of Companies 11
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CONCLUSION:
Online, internet, virtunl, phone hanlking an e '
application of B-banking. It is considered as a remd leuble development in the banking sty

E-banking helps banks and |gnvt-rmnt'm to keep 0 'rl'r:urtl of lr'fiflrifl.f:llrarlrl, helps bank, G
reduce their pupnrwurk, it is very less time consuiming and accurate, It helps customery, ,
not to wail in queues for transactions, malke it casy for them to keep records of ,h,:;:
transactions and spending. 50, [i-banking is the future of Imnli!ng’ﬂ nd we ag 'pf;r,p],:_,;, bk
and government have to apply it with grace, We must weleome it with open mind, ’

| ANTMn are the products or service, i
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