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< 1.1 Background of the study-

Banking has been always a highly information intensive activity that relies
heavily on information technology (IT) to acquire, and deliver the information to
all relevant users. IT is not only critical in the processing information; it provides
a way for the banks to differentiate their products and service in the market.
Therefore, banks find that they need to constantly innovate and update their
information technology to retain their demanding and discerning customers. This
is to ensure that they can provide convenient, reliable, and expedient services.
Since the introduction of the internet in 1969, it has evolved from the sole domain
of the computer nerd and the academic to mainstream channel of communication
(Newmzow. C, 1997). Recently, it has been rapidly gaining popularity as a
potential medium for electronic commerce (Crede, 1995). Today the internet is
well on its way to become a full — fledged delivery and distribution channel for
the consumer oriented financial product and services banks. Online banking has
allowed banks and financial institutions to provide these services by exploiting
an extensive public network infrastructure (Ternullo, 1997)

< 1.2 History of the Online Banking-

The concept of Internet banking has been simultaneously evolving with the
development of the world wide web. Programmers working on banking data
bases came up with ideas for online banking transactions, sometime during the
1980s. The creative process of development of these services were probably
sparked off after many companies started the concept of online shopping. The
online shopping promoted the use of credit cards through Internet. Many banking
organizations had already started creating data ware housing facilities to ease
their working staffs. The development of these databases was widely used during
the development of ATM's. The first online banking service in United States was
introduced, in October 1994. The service was developed by Stanford Federal
Credit Union, which is a financial institution. The online banking services are
becoming more and more prevalent due to the well-developed systems. Though
there are pros and cons of electronic cash, it has become a revolution that is
enhancing the banking sector.
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< 1.3 Objective of study:

The present study aims to examine the progress of e-banking in
India. In this broader framework, an attempt is made to achieve the
following specific objectives:-

e To study the development of online banking against traditional
banking.

e To study public opinion on online banking with the help of primary
data.

+ 1.4 Literature review:

e Crane and Bodie (1996), New information technologies and
emerging business forces have triggered a new wave of financial
innovation — electronic banking (e -banking).

The banking and financial industry is transforming itself in
unpredictable ways powered in an important way by advances in
information technology (Holland and Westwood 2001).

e Liao and Cheung (2003), E-banking creates unprecedented
opportunities for the banks in the ways they organize financial
product development, delivery and marketing via the internet.
‘While it offers new opportunities to banks, it also poses many
challenges such as the innovation of IT applications, the blurring
of market boundaries.

o Holland and Westwood (2001), globally, e-commerce
growth has been led by the popularity of online shopping
portals like amazon.com and ebay.com but in India that has
not been the case. It is mainly driven by the online travel
industry and banking sector.

< 1.5 Research methodology:

There are various methodologies by which one can search data for this project

via primary and secondary.

« PRIMARY DATA:

» Questionnaire distributed among people having bank accounts. A sample
questionnaire of 9 questions distributed to 25 people.

» Visiting banks and asking about their thoughts on online Banking.
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< SECONDARY DATA

» Internet
» Reference books

+“ 1.6 Limitations of the study:
e For this study questioners distributed among 25 peoples only in our
locality and banks.
e Due to shortage of time I have not been able to make depth study.
e This study is based on the prevailing respondent's information, but
their satisfaction may change according to time, fashion and needs.

«+ 1.7 Chapter Planning:-

1. Introduction

2. Conceptual framework/ National International scenario

3. Study, presentation of Data, Analysis and Finding

4. Conclusion, Recommendations, Bibliography and Annexure
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Chapter-2
CONCEPTUAL

FRAMEWORK/NATIONAL AND
INTERNATIONAL SCENARIO
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Online banking is a process that has evolved because of the development of
technology over the years. So before going into detail on the online we should
have an overview of it birth.

++ 2.1 What is online Banking?

Online banking is a process that has evolved because of the development
of technology over the years. Online banking is an electronic payment system that
enables customers of a financial institution to conduct financial transactions on a
website operated by the institution, such as a retail bank, virtual bank etc.

If you're like most people, you've heard a lot about online banking but probably
haven't tried it yourself. You still pay your bills by cash and cheques at different
places. You might shop online for a loan, life insurance or a home
mortgage, but when it comes time to commit, you feel more comfortable
working with your banker or an agent you know and trust.

Online banking isn't out to change your money habits. Instead, it uses
today's computer technology to give you the option of bypassing the time
consuming, paper-based aspects of traditional banking in order to manage
your finances more quickly and efficiently.

++ 2.2 Features of online banking

We need to be able to manage our finances from anywhere in the world. Rich
online banking services are much more important than a physical location.

1. Bill Pay Service - One of the biggest reasons for going with an online bank is
to get really good bill payment services. Different banks handle bill payment
different ways. Here are some things to think about:
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A. How many bills are you allowed paying per month?

B. What are the fees for going over the limit?

C. Can the bill payment send physical checks to merchants who aren’t set up
to take electronic?

2. Electronic Bill Notification — With electronic bills, your merchant (Credit
Card Company, gas company, electric company, etc.) sends an electronic bill to
your bank. You can set it up to pay automatically or notify you for
approval. This can be particularly good for people who are on the road because it
reduces the amount of physical mail you have to somehow get read or forwarded
to you.

3. Online Deposit Slip Images — Most banks just record the total with no
image. It will let you see an image of each deposit slip. Having the images
available can be very helpful if you ever have to prove something for tax
purposes or need to remember where that $2581 deposit came from.

4. Reporting Tools — Most banks offer basic reporting tools that will let you see
how much you have spent in each category you’ve created. This may not be an
issue if you use desktop money management software, but it still can be handy
if you are travelling and want to see how much you’ve paid on your mortgage
over the past 12 months.

5.Linked Accounts—Can you link your bank account with a brokerage
account? Can you add your minor children as custodial accounts and
manage them all centrally? If you and your spouse both set them up IRAs, is it
easy to view them both alongside the rest of your finances, or do you have to
have a separate login for each IRA to keep them on separate SSNs? These are
small things that many banks don’t support, but it starts getting really complicated
when you have to manage a bunch of accounts instead of having a single place to
manage all of your money.

Receiving and Transferring facility - Since you may not be anywhere near the
physical location of your bank. You can easily receive money from someone and
also transfer to anyone through online.

6. Low ATM Fees and Convenient Locations — when there is a need of money,

in most cases you can easily find ATM at many places from where can easily
withdraw money. You just need to keep ATM card and its Pin code.
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« 2.3 Benefits of online banking:

e Convenience: Unlike your corner bank, online banking sites never close;
they're available 24 hours a day, seven days a week and they're only a
mouse click away.

e Manage your account: If you're out of state or even out of the country
when a money problem arises, you can log on instantly to your
online bank and take care of business, 24/7.

e Transaction speed: Online bank sites generally execute and confirm
transactions at or quicker than ATM processing speeds.

e Efficiency: You can access and manage all of your bank accounts,
including IRAs, CDs, even securities, from one secure site.

o Effectiveness: Many online banking sites now offer sophisticated
tools, including account aggregation, stock quotes, rate alerts and
portfolio managing programs to help you manage all of your assets more

effectively.

« 2.4 Limitations of online banking:

e Start-up may take time: In order to register for your bank's online
program, you will probably have to provide ID and sign a form at a bank
branch. If you and your spouse wish to view and manage your assets
together online, one of you may have to sign a durable power of
attorney before the bank will display all of your holdings together.

e ATM limitations: Using online banking, customers have 24-hour
access to their accounts and are able to transfer funds, make payments
and view bank statements.

However, if you need to withdraw cash for something, that must be done at either
your bank location or at an ATM machine. If you're withdrawing cash at an ATM
not affiliated with your bank, you'll most likely be subject to service fees.

Internet-only banks don't have a network of ATMs, so such customers

can expect to pay ATM fees with every withdrawal.
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+« 2.5 Some different types of Online banking systems

Core Banking System: This software is installed at different branches of
bank and then interconnected by means of communication lines like
telephones satellite internet etc. It allows the users to operate accounts form any
branch if it has installed core banking solutions.

ATM Banking: An automated teller machine is an electronic banking outlet
which allows customers to complete basic transactions without the aid of the
branch representative or teller. Anyone with credit card or debit card can access
most ATMs

Digital Wallet: Digital wallet also called E-Wallet is an transformation in the
way you pay for the things. Many digital wallet services work through apps on
your smart phone.

NEFT Banking: It stands for National Electronic Fund Transfer is an Indian
system of electronic transfer of money from one bank or branch to another. The
bank or their branches that support such transactions have to participate in the
NEFT network.

Mobile Banking: Mobile banking is the act of doing financial transactions on a
mobile devices. This activity can be simple as simple as bank.

<+ 2.6 National and International Scenario
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E-banking is the term that signifies and encompasses the entire sphere of
technology initiatives that have taken place in the banking industry. E-banking is
a generic term making use of electronic channels through telephone, mobile
phones, internet etc. for delivery of banking services and products. The concept
and scope of e-banking is still in the transitional stage. E-banking has broken the
barriers of branch banking.

e 2.6.1 Evolution of e-banking: The picture of online banking
emerge firstly in UK and USA in 1920s. It became prominently popular
during 1960s through electronic funds transfers and credit cards. The
concept of web-based banking came into existence in Europe and
USA in the beginning of 1980s. It has been estimated that around 40
percent of banking transaction would be done through Net.

e 2.6.2 E-Banking in India: In India e-banking is of fairly recent
origin. The traditional model for banking has been through branch
banking. Only in the early 1990s there has been start of non-branch
banking services. The good old manual systems on which Indian
Banking depended upon for centuries seem to have no place today.
The credit of launching internet banking in India goes to ICICI Bank.
Citibank and HDFC Bank followed with internet banking services in 1999.

Ensure that e-banking would develop on sound lines and e-
banking related challenges would not pose a threat to financial
stability. A highlevel Committee under chairmanship of Dr K.C.
Chakra borty and members from IIT, IIM, IDRBT, Banks and the
Reserve Bank prepared the ,, IT Vision Document- 2011-17%, for the
Reserve Bank and banks which provides an indicative road map for
enhanced usage of IT in the banking sector.

e 2.6.3 E-Banking Global Perspective: The banking industry is
expected to be a leading player in E-business. While the banks in

developed countries are working primarily via Internet as non-branch
banks, banks in the developing countries use the Internet as an information
delivery tool to improve relationship with customers. In early 2001,
approximately 60 percent of E-business in UK was concentrated in the
financial services sector, and with the expected 10-fold increase of the
British E-business market by 2005, the share of the financial services will
further increase. Around one fifth of Finish and Swedish bank customers
are banking online, while in US, according to UNCTAD, online banking
is growing at an annual rate of 60 percent and the number of online
accounts has approximately reached 15 million by 2006. Banks have
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established an Internet presence with various objectives. Most of them
are using the Internet as a new distribution channel. Financial services,
with the use of Internet, may be offered in an equivalent quantity
with lower costs to the more potential customers. There may be contacts
from each corner of the world at any time of day or night. This means that
banks may enlarge their market without opening new branches. The banks
in US are using the Web to reach opportunities in three different
categories i.e., to marketinformation, to deliver banking products
and services, and to improve customer relationship.
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Chapter-3

Presentation Of Data, Analysis

And Findings
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3.1 The development of online banking against traditional
banking.
Here we will discuss the some difference between online banking and

traditional banking and also discussed why online banking is the better than
traditional banking.

TRADITIONAL BANKING V/S
E-BANKING

e 3.1.1 Basic Introduction

(a) Traditional Banking: In traditional banking system, a customer can
open any bank account in banks; take the facility of saving his money by
depositing money in local bank. He can withdraw his money through check,
counter payment and through bank draft. He can meet the bank manager and
ask his problem. He can take the physical help for getting loan from bank.

(b)E-banking: E-banking means Internet banking or modern banking or
online bill. In this method, customer gets his bank account ID and password and
he can check his account, pay his bill and print his receipt through his
home personal computer which is connected with Internet. E-banking
is development of today banking system. In other words, e-banking is
electronic banking whose facility, you can take through your regular
broadband Internet connect.

e 3.1.2 E-Banking or Traditional Banking?

The question that naturally arises to each banking user is whether they should
invest (deposit) my money in the conventional way by presenting physically
in the bank counters or utilizing online banking. Now a day “time” has picked
up a significant value for both businesses and individuals and for certain in
this perspective e-banking has much more precedence. Alike conventional
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banks, online banks are secured at Deposits Insurance Agencies so at this
perspective, users funds are equally protected by both systems. Apart this
every system has its own benefits and drawbacks .The benefit of Online
Banking Vs Traditional Banking.

e The main benefit is the speed of accessing the funds;
¢ Clients have much more security because the funds they have deposited are

certified by a hard copy document which is signed by the allocated bank
staff.

e Manage bank account at any place at any time.

e 3.1.3. The Advantages of E-Banking Vs. Traditional Banking:

Online Banking operates in the same manner as traditional banking except
that it provides to its clients the probability to access information about
their accounts, to build payments or reconcile movements performed in the
accounts at any specified time with no requirement to be physically
available at the Bank counter. All this is possible through the internet
banking. According to studies e-banking is becoming more and more
famous because of the benefits it provides:

e Possibility to access all its facility at any time and any place and all is
required is a PC or a mobile and internet connection.

e Clients are served with no requirement to wait in queue.

e It is an effective system which provides the possibility to pay bills,
reconciliation of accounts, obtain the outstanding balance, make transfers.

e 3.1.4 Internet Banking Security: Internet banking is a new
particular banking area, part of e-banking industry, which permits people
to communicate with their banking virtually from anywhere in the world.
Internet banking approaches few evolving trends i.e. customer need for
anytime, anywhere facilities, product time to market essentials, and
increasingly complicated back-office integration challenges. One such
issue is the online financial transactions security. In order for the industry
to grow further, secure transactions with the customers trust are essential
aspects. Some banks advertise secure online facilities, and permit their
user to perform a broad range of banking activities. Some of the security
characteristics in internet banking use involve:

Page | 19





image16.jpeg
e Signature based internet banking: where whole transactions are signed
and encrypted digitally. The Keys for the signature creation and encryption
can be recorded on smartcards or any memory medium, based on the
concrete implementation.

e Authentication: Encryption may support make the transactions more
protected but there is also a requirement to ensure that no one can modify
data at either end of the transaction.

e Anonymity: The privacy problem is a subset of the security problems

banks face. By strengthening the secrecy of the sender's personal
information and improve the transactions security.

% 3.2 Public Opinion on Online Banking and Traditional
Banking:

For this purpose primary data collected from the people of Shibpur. Visiting
banks and asking their opinions on online banking and traditional banking.

This research based on 9 questions from 25 peoples.
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Q.1. In Which bank do have account?

12
11

Bank Name Number of persons Percentage
State Bank of India 11 44%
Bank of India 6 24%
Punjab National Bank 3 12%

UCO Bank 2 8%
Others 3 12%
Total 25 100%
Question. 1

10 -
9
8
7
6
5
4 ® Number of persons
3
2
1 r
0 T T T
State Bank Bankof Punjab UCO Bank Others
of India India  National
Bank

POLL out of 25: State Bank of India-11 persons, Bank of India-6 persons,
Punjab National Bank-3 people, UCO Bank-2, Others-2

FINDINGS: Out of 25 people 11 people have bank account in State bank of
India, it means mostly people are satisfied with the services of SBI that is the

reason most people use SBI.
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Q.2. What kind of banking do you prefer?

12
1

Public opinion No of persons | Percentage %
Traditional Banking 5 20%
Online Banking 8 32%
Both Banking 12 48%
Total 25 100%
Question. 2

=
ORNWAUNON®WLO

Traditional Banking

POLL out of 25: Traditional — 5

Online Banking

; Online — 8

Both Banking

; Both—12

FINDINGS: This shows us the preference of the people towards the type of
banking. They prefer to use the services of both the online and traditional banking

rather than a particular type.
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Q.3. Do you think online banking is better than traditional Banking?

Public opinion | No of persons | Percentage %

Yes 13 52%

No 5 20%

Can’t say 7 28%

Total 25 100%
Question.3

POLL out of 25: Yes - 13; No - 5; Can’t Say — 7

FINDINGS: The people understand that online banking is better than the
traditional banking because of its nature. While a few of the people are still not

fully convinced.
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Q.4. Do you feel your account is completely secured in online banking?

Public opinion No of persons Percentage %
Yes 11 44%
No 7 28%
Can’t say 7 28%
Total 25 100%
Question. 4
12
1
10 -
9
8
7
6 1
5
2
3
2
14
0+ - !
Yes No Can't say

Poll out of 25: Yes - 11; No - 7; Can’t Say — 7

FINDINGS: Majority of the people think that their Account is secured, but not

all. Their security concern should be eradicated. This will attract customers.
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Q.5. How frequently do you use banking services?

Public opinion | No of persons | Percentage %
Weekly 3 20%
Monthly 11 44%

Regularly 2 8%
Rarely 7 28%
Total 25 100%
Question. 5
12
1
10
94
8
7 4
6 L
5
4
3
2
4 ]
0
Weekly Monthly Regularly Rarely

Poll out of 25: Weekly - 4; Monthly - 11; Regularly - 2; Rarely — 7

FINDINGS: Most of the people do not need the services of banks regularly or
maybe there is no need. They may transact with the bank on monthly basis for

most of the time.
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Q.6. How happy are you

with services of online banking

provided by your bank?
Public opinion No of Percentage %
persons

Completely 4 16%

Partially 9 36%

Fairly 9 36%

Not at all 3 12%

Total 25 100%

12
11
10

ORr N WAV N RO

Question. 6

Completely Partially

Fairly

Not at all

m No of persons

POLL out of 25: Completely - 4; Partially - 9; Fairly - 9; Not at all - 3

FINDINGS: The satisfaction level of people with the online banking services of
their banks has a mixed review. This may be due to multiple reasons.
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Q.7. What type of transaction do you make in online banking?

Public opinion No of persons Percentage %
Check balances 11 44%
Payments 7 28%
Transfer of fund 3 12%
Others 4 16%
Total 25 100%

Question. 7

m Check balances
m Payments
m Transfer of fund

W Others

POLL out of 25: Check balances - 11; Payments - 7; Transfer of fund - 3;
Other -4

FINDINGS: The utility of the online banking is service is not used to the
extent and it is being majorly used for the purpose of checking the balance
in the account. The reason for this is the low volume of transactions among
the people.
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Q.8. In your opinion which online operation should be modified promptly
for better service in future?

16
15
14
13
12
11
10

ORNWALON®O

Modification of Number of Responses | Percentage
services
ATM Service 8 32%
Fund Transfer 12 48%
Bill Payment 6 24%
E-Deposit @ 28%
Accounts Service 10 40%
Internet Security 15 60%
service
Customer feedback 13 52%
service

Question. 8

B Number of Responses

ATM Fund Bill  E- Deposnt Accounts Internet Customer

Service Transfer Payment

Service Security feedback
service  service

POLL out of 25: ATM Service-8, Fund Transfer-12, Bill Payment-6, E- Deposit-
7, Accounts Service-10, Internet Security service-15, Customer feedback service-

13

FINDINGS: Out of 25 people 52% people want to see modification in
customer feedback services and 60% people need more security while using
online banking. Rest of the people want other modification regarding online
banking services.

Page | 28





image25.jpeg
Q.9. Different ratings of public on online banking services.

Rating Number of Responses | Percentage
Excellent 3 12%
Very Good |4 16%
Good 9 36%
Average 4 16%
Poor 2 8%
Hard To 3 12%
say
Total 25 10%
Sales
Hard to say,
3 Excellent, 3

Poor, 2 .

POLL out of 25: Good-9, Excellent-3, Very Good-4, Average-4, Poor-2, Hard

to say-3

FINDINGS: Out of 25 people 36% people said online banking is good and other
has mixed review, but 2 people are fully unsatisfied, this may due to multiple

reasons.
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Chapter-4

CONCLUSION AND
RECOMMENDATION
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% 4.1 CONCLUSION:

e After conducting survey I found average people are satisfy with the
services of online banking provided by different banks.

e Because of the complexity and the unawareness in the people regarding
the online banking, there is less utilization of the online banking
services provided by the banks.

e Online banking is growing day by day and mostly people are now using
online banking.

e 24*7 business hours is the main benefit which online banking users
have seen among other options.
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< 4.2 RECOMMENDATIONS:

e After analyzing the entire study on online banking with respect to both the
primary and the secondary data, the following recommendations can be put
forth:-

e The infrastructure for the development is not being implemented in way
that could be beneficial.

e There are various obstacles in the banking scenario with regards to
guidelines and issues for functioning. This has led to decline in the usage
of the online banking service of the banks.

e Internet banking must be made available in all banks and as well as in all
branches.

e The people having accounts can be urged to take up an internet banking
facility. They should be motivated rather than just being told that there
exists a service of online banking.

e Link failure is a big problem in many banks that is the reason important
business deal have been hampered. So banks should modified their
software immediately.

e Most of the people are not using online banking due the problems of
security concerns. Proper security software should be developed and
people should be convinced that their accounts are secured in online
transactions.
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ONLINE BANKING IN INDIA (Survey)
ANNEXURE

Q.1. IN WHICH BANK DO YOU HAVE
ACCOUNT? (1-SBI, 2-BOI, 3-PNB, 4-UCO 5-
OTHERS)

Q.2. WHAT KIND OF BANKING DO YOU
PREFER? (1 —Traditional; 2 — Online; 3 — Both)

Q.3. DO YOU THINK ONLINE BANKING IS
BETTER THAN TRADITIONAL BANKING?
(1 -Yes; 2—No; 3 - Can’t Say)

Q4. DO YOU FEEL YOUR ACCOUNT IS COMPLETELY
SECURED IN ONLINE BANKING?(1 — Yes; 2 — No; 3 — Can’t
Say)

Q.5. HOW FREQUENTLY DO YOU USE BANKING
SERVICES? (1 — Weekly; 2 — Monthly; 3 — Regularly; 4 —
Rarely)

Q.6. ARE YOU HAPPY WITH THE SERVICES OF ONLINE BANKING
PROVIDED BY YOUR BANK?(1 — Completely; 2 — Partially; 3 — Fairly; 4 —
Not at all)

Q.7. WHAT TYPE OF TRANSACTION DO YOU MAKE IN ONLINE
BANKING? (1 — Check balances; 2 — Make payments; 3 — Transfer funds; 4 —
Other)

Q.8. IN YOUR OPINION WHICH ONLINE OPERATION SHOULD BE
MODIFIED PROMPTLY FOR BETTER SERVICE IN FUTURE ?

(1.ATM service; 2.fund transfer; 3.Bill payment; 4.E-Deposit; 5. Accounts

Service; 6. Internet Security service; 7. Customer feedback service)

Q.9. DIFFERENT RATINGS OF PUBLIC ON ONLINE BANKING
SERVICES.

(1.Execellent; 2.Very Good; 3.Good; 4.Average; 5.Poor; 6.Hard to say)
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