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ABSTRACT 

 
Traditionally, banks delivered products and services to consumers through a single distribution channel: 

the physical bank branch. For years, this was the primary method of interaction between banks and 

customers. However, the financial services industry has undergone rapid transformation, driven by the 

advent of the internet, swift technological advancements, deregulation, globalization, and evolving 

competitive and regulatory dynamics. These forces have dramatically reshaped how banks operate. To 

keep pace with these swift changes, banks began to diversify their approach by relying on alternative 

distribution channels as a strategic means to differentiate themselves and gain a competitive edge. This 

shift laid the foundation for the rise of e-banking—a phenomenon that has redefined the entire landscape 

of financial services. The introduction of digital channels, such as online and mobile banking, 

transformed not only how services were delivered but also how customers engaged with their financial 

institutions. This chapter provides valuable insights into the current trends of e-banking in India, offering 

existing and prospective banks a deeper understanding of the evolving digital landscape. Such knowledge 

can significantly aid in the effective formulation of channel management strategies, helping banks 

harness the full potential of these digital advancements for enhanced customer experience and sustainable 

competitive advantage. 
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INTRODUCTION 
 

 

 

The trend in banking has shifted towards the creation of diverse service delivery channels, allowing 

consumers to interact with their banks through multiple platforms. No longer confined to physical branches, 

modern banks now offer their customers a broader range of channels, expanding their reach and giving 

consumers the freedom to conduct transactions through ATMs, telephone banking, the internet, and even 

wireless devices. These options have become essential, as consumers have grown accustomed to the 

convenience and flexibility they provide. In fact, it would be impossible for banks to move backward by 

reducing these options, as customers now expect—and actively use—a variety of channels for their 

financial needs (Durkin, 2004). 

With this backdrop, the current section aims to address several key objectives: 

 
 To explore what E-banking truly entails and how it has reshaped the traditional banking model. 

 To trace the evolution of E-banking as a transformative phenomenon in the financial sector. 

 To analyse the current E-banking trends in India, examining how consumers and banks are 

adapting to this digital shift. 

 To identify both the opportunities and challenges that E-banking presents, particularly in the 

Indian context. 

 Finally, to suggest future research directions and provide recommendations for banks looking to 

further innovate and excel in this digital era. 

By delving into these aspects, this section sheds light on the rapid changes within the banking sector and 

provides insights into how financial institutions can continue to thrive in an increasingly digital world. 

HISTORICAL CONTEXT OF BANKING IN INDIA 

 
Ancient banking systems refer to the rudimentary forms of financial intermediaries and practices that 

existed in early human civilizations. These systems were integral to facilitating trade, commerce, and 

financial transactions, even though they were quite different from the modern banking systems we are 

familiar with today. Here's an explanation of ancient banking systems: 

1. Informal Moneylenders and Merchants: In ancient times, financial services were often 

provided by informal moneylenders and merchants who acted as early bankers. These individuals, known 

as "Shroffs" or "Sarafs" in different regions, played a critical role in facilitating financial transactions and 

trade. They would lend money, exchange currencies, and hold deposits on behalf of their clients. 

2. Hundis and Sahukars: One of the most notable features of ancient banking in India was the use 

of "Hundis" or "Sahukars." Hundis were a type of financial instrument, akin to promissory notes, used for 
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transferring money over long distances. Merchants and traders relied on these Hundis to conduct business 

across regions. Sahukars, on the other hand, were trusted moneylenders and financiers who often issued 

Hundis and played a key role in financial transactions. 

3. Trust-Based System: Ancient banking systems were built on trust and personal relationships. 

Clients would choose their moneylenders or merchants based on their reputation and reliability. These 

bankers often had close ties with their customers and communities. 

4. Role in Trade and Commerce: The primary function of these early banking systems was to 

support trade and commerce. They facilitated the exchange of goods and commodities, provided working 

capital for businesses, and ensured the safe transfer of funds between different regions and merchants. 

5. Limited to Specific Regions: These systems were typically localized and limited to specific 

regions or communities. Each region had its own practices and systems, and there was no centralized 

banking authority or standardization of financial instruments. 

6. No Formal Regulations: Unlike modern banking systems, there were no formal regulations 

governing these practices. Banking transactions were largely based on mutual trust and informal 

agreements. 

7. Limited Financial Products: The range of financial products and services offered in ancient 

banking systems was quite limited compared to modern banking. These systems mainly focused on 

lending, currency exchange, and the safekeeping of valuables. 

8. Lack of Technological Advancements: Ancient banking systems relied solely on manual 

record-keeping and lacked the technological innovations and infrastructure that characterize modern 

banking, such as online banking, ATMs, and electronic payment systems. 

While these ancient banking systems may seem rudimentary by today's standards, they were vital to 

economic activities and trade in their respective eras. They reflect the historical context of their time and 

provide a foundation for understanding the evolution of banking systems into the sophisticated financial 

institutions and technologies we have today. 

 

 

 

 
 

THE GROWTH OF IT- ENABLED PAYMENT SYSTEMS 

 
The growth of IT-enabled payment systems in India has been a transformative journey marked by 

technological advancements, regulatory initiatives, and changing consumer behaviors. This growth has not 

only reshaped the way financial transactions are conducted but has also played a pivotal role in fostering 

financial inclusion and creating a more connected and digital economy. Here's a detailed exploration of 

the key factors contributing to the growth of IT- enabled payment systems in India: 
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1. Technological Advancements: 

 
The increasing penetration of the internet, especially with the proliferation of smartphones, has played a 

critical role in the growth of IT-enabled payment systems. This has facilitated easy access to online 

banking and mobile payment applications. The widespread adoption of mobile technology has been a 

driving force. Mobile devices have become ubiquitous, allowing users to perform a variety of financial 

transactions on-the-go. The introduction of UPI has been a game-changer. UPI allows users to link 

multiple bank accounts to a single mobile application, facilitating seamless transactions. The "scan and 

pay" functionality has become particularly popular. 

The rise of digital wallets, such as Paytm, PhonePe, and Google Pay, has provided users with a 

convenient and secure way to make payments. These wallets allow users to store money digitally and 

conduct transactions with ease. While not yet mainstream, the exploration of blockchain technology 

and the emergence of cryptocurrencies have introduced alternative payment methods and sparked 

discussions around the future of finance. 

2. Government Initiatives: 

 
The Digital India campaign Launched in 2015, has been a cornerstone in promoting the growth of IT-

enabled payment systems. It aims to transform India into a digitally empowered society and knowledge 

economy. The Pradhan Mantri Jan Dhan Yojana (PMJDY) has played a crucial role in increasing 

financial inclusion. By providing every household with access to banking services, it has created a 

foundation for the adoption of IT-enabled payment systems. The demonetization drive in 2016, while 

controversial, significantly accelerated the adoption of digital payments. The temporary shortage of 

physical currency prompted many individuals and businesses to explore digital alternatives. 

3. Regulatory Support: 

 
The RBI has been proactive in creating a regulatory framework that encourages the growth of IT-enabled 

payment systems. Regulatory support has provided a sense of security and trust to users. The regulatory 

framework, including the Payment and Settlement Systems Act, has been amended to accommodate and 

regulate emerging technologies in the payments space. 

4. Consumer Behaviour and Preferences: 

 
Consumers today prioritize convenience, and IT-enabled payment systems offer a convenient and 

accessible way to manage financial transactions. With the focus on secure transactions, the 

implementation of two-factor authentication and other security measures has increased consumer 

confidence in using digital payment systems. The younger demographic, more tech-savvy and open to 

digital solutions, has been a significant driver in the adoption of IT-enabled payment systems. 

5. Business Adoption: 

The growing acceptance of digital payments by merchants and businesses has been instrumental. From 

small local shops to large enterprises, a wider acceptance network has fuelled the growth of digital 
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transactions. 

The surge in e-commerce activities has naturally led to an increased reliance on IT-enabled payment 

systems. Online shopping platforms predominantly rely on digital payment methods. 

6. Educational Initiatives: 

 
Various educational initiatives have been launched to raise awareness about the benefits and usage of 

digital payment systems. These programs have targeted both urban and rural populations. Initiatives to 

enhance financial literacy have empowered users to make informed decisions about adopting IT-enabled 

payment systems. 

7. Partnerships and Collaborations: 

 
Partnerships between traditional banks and fintech companies have resulted in the creation of innovative 

payment solutions. This collaboration has accelerated the pace of digital transformation in the financial 

sector. Efforts to make different payment systems interoperable have contributed to a more seamless and 

integrated digital payments ecosystem. 

8. Impact of the COVID-19 Pandemic: 

 
The COVID-19 pandemic accelerated the shift towards contactless payments. Concerns about physical 

currency handling led to increased adoption of digital payment methods. Lockdowns and social 

distancing measures prompted individuals and businesses to explore and rely on digital payment systems 

for remote transactions. 

WHAT IS E- BANKING? 

 
E-banking, often referred to as web-based banking, represents a major shift in how financial services are 

delivered and consumed (Hertzum et al., 2004). It encompasses the offering of both retail and 

wholesale banking services via the internet, where individual and corporate clients can perform bank 

transfers, make payments, handle settlements, engage in documentary collections, secure credits, 

access loans, and utilize card services, among others (UNCTAD, 2002). In essence, E-banking 

transforms the traditional banking model into one where transactions occur electronically, without the 

need for physical presence at a bank. 

Some researchers define E-banking more broadly, highlighting the variety of products and services 

through which customers can request information and perform their banking activities via computers, 

televisions, or even mobile phones (Mols, 1998; Sathye, 1999; Daniel, 1999). Burr (1996) emphasizes 

that E-banking is essentially an electronic connection between the bank and its customers, allowing them 

to manage and control their financial transactions efficiently and conveniently. 

 

Globally, the uptake of internet banking has been remarkable, as noted in secondary data analysis. In this 

context, E-banking means that any individual with a personal computer, internet connection, and 
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browser can access their bank's website to perform a range of virtual banking functions. The bank 

operates on a centralized database, which is web-enabled, and users can select from a menu of services 

to carry out transactions. What's more, the traditional brick-and-mortar branch model is gradually giving 

way to alternative delivery channels like ATMs. Once branches are interconnected via terrestrial or 

satellite links, the concept of a "physical branch" becomes increasingly irrelevant, allowing for a 

borderless banking experience. With E-banking, customers enjoy the freedom of anytime, anywhere, and 

anyhow banking. An intranet, a network connecting various bank locations and providing centralized 

connectivity, powers these interactions. These private networks are set up specifically for organizations, 

and a prime example of intranet application in the banking world is SWIFT, which facilitates secure 

financial transactions globally. Through this evolution, E-banking has revolutionized the financial 

landscape, reshaping the relationship between banks and their customers by breaking down physical 

barriers and creating a seamless, digital banking experience. 

EXISTING E-BANKING TRENDS IN INDIA 

 
India's banking sector has navigated a complex journey. The British colonial period left behind a mix of 

large and small privately-held banks. Fast forward to the late 1960s, and the wave of nationalization 

created the formidable public sector banks we know today. However, it was the 1990s that truly 

transformed the landscape, with technology taking center stage, driven especially by private and 

multinational banks. Amid these technological shifts, one development stands out: the rise of internet 

banking for retail customers, a relatively recent but significant phenomenon in the Indian banking 

industry. Private and foreign banks were the first to leap onto the internet banking bandwagon, 

harnessing the power of digital platforms to offer customers greater convenience. Public sector banks, 

though initially slower to adopt, are now catching up, realizing the immense potential and competitive 

edge of E- banking services. According to IDC (International Data Corporation), over two million 

people in India are registered for internet banking. However, when adjusted for dormant users and those 

with multiple accounts across different banks, the number of active users is slightly under one million. 

While this might seem small—accounting for just 0.096% of the country's vast population—it still 

represents about 15% of India's total internet users. This significant proportion shows that internet 

banking is gaining momentum, even if it has a long way to go in reaching the majority. The shift towards 

E-banking in India reflects broader trends in digital adoption. Although a small fraction of the population 

actively uses internet banking, the growing numbers suggest a deeper shift in consumer behaviour and 

banking habits. 

Whether it's checking balances, transferring funds, or paying bills, the digital realm is becoming an 

indispensable tool for modern banking, and Indian consumers are increasingly warming to this 

convenience. The question now is not if internet banking will grow, but how quickly it will become the 

norm. 

SOLUTIONS AND RECOMMENDATIONS 

 
The success of E-banking hinges largely on the rate of internet penetration within a country. In 
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developed nations, where infrastructure is robust and disposable income is higher, owning a computer 

and accessing the internet is commonplace for most consumers. However, in developing nations like 

India, the scenario is starkly different. Poor infrastructure, coupled with low internet penetration rates, 

poses a significant challenge. Internet service providers and banks could play a pivotal role here by 

offering incentives and reducing the cost of surfing. This would make internet access more affordable 

and attractive to the masses. 

Another key step would be the provision of free training sessions and mock demonstrations by banks and 

service providers. By educating consumers on how to navigate the internet and use E-banking, banks can 

remove the intimidation factor associated with digital banking. 

Moreover, offering multiple access points—combining telephone, internet, mobile, and ATMs—would 

likely encourage more consumers to adopt E-banking, as it creates a seamless and integrated experience 

across different platforms. Security concerns also play a major role in the reluctance to adopt E-banking. 

Banks must offer robust authentication systems and provide clear assurances to customers regarding the 

confidentiality of their information. This would go a long way in building trust and driving adoption. 

Additionally, government intervention is crucial, especially in a country like India. The government, in 

collaboration with banks, needs to improve infrastructure, regulate policies, and provide the necessary 

supervision to ensure smooth functioning. Such interventions often generate a sense of confidence 

among consumers, motivating them to explore digital banking services more freely. 

Aggressive marketing campaigns can also be a game-changer. By effectively communicating the benefits 

and convenience of E-banking, banks can reach a broader audience. Strategic marketing plans that focus 

on promoting the E-banking delivery channel are essential for mass adoption. Alongside this, personal 

online assistance should be made readily available to customers. Continuous support would help alleviate 

any lingering fears consumers may have about using E-banking services, making them more likely to 

engage with more complex products and features offered by the bank. In conclusion, the road to 

widespread E-banking adoption in developing countries like India is multifaceted. It requires a collective 

effort from banks, internet providers, and government authorities to improve infrastructure, educate 

consumers, and ensure that security concerns are adequately addressed. With these measures in place, 

the growth and success of E-banking will be inevitable. 

CONCLUSION 

 
Banks in India must collaborate closely with the government to bolster security, ensure privacy, and 

safeguard the confidentiality of their users. These efforts are critical to encouraging the wider adoption of 

E-banking in the country. However, the fate of E-banking in India isn't dictated by security alone—it 

hinges on several intertwined factors. Trust in the bank, the quality of services provided, customer 

preferences, and, ultimately, user satisfaction all play pivotal roles in determining success. 

From the discussion above, it's clear that the rise of electronic banking has presented both remarkable 

opportunities and formidable challenges, not only for banks but for financial institutions and consumers 

alike—both in India and globally. As technology continues to evolve, banks must remain vigilant, 
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consistently striving to meet the ever-shifting demands and expectations of their consumers. Failure to 

do so could risk eroding their own identities in this fiercely competitive landscape. Documentary 

evidence reveals that banks worldwide—regardless of their country’s developmental status—have 

swiftly embraced E-banking technologies. It’s not just the banks in developed countries leading the 

charge; even those in newly industrialized nations have recognized the critical importance of digital 

transformation. Globally, E-banking is rapidly being positioned as a cornerstone strategy for future 

growth and innovation. The potential for E-banking, particularly in developing nations, remains vast. 

With the right focus on security, user education, and adapting to consumer needs, banks can seize these 

opportunities. It’s evident that the electronic banking revolution has only just begun, and its momentum 

is growing. 
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