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ABSTRACT  

With the development of information technology, the world has become a global 

village and it has brought a revolution in the banking industry. The banks appear to be on fast 

track for IT based products and services. Bank customers are becoming very demanding and 

it is the extensive use of technology that enables banks to satisfy adequately the requirement 

of customers. Technology has become the fuel for rapid change. IT is no longer considered as 

mere transaction processing or confined to management information system. The wind of 

liberalization, globalization, and privatization has opened new vistas in the banking industry 

in the generation of an intensely competitive environment. The post-liberalized banking 

industry in India has been witnessing a discernible shift from the sellers’ to the buyers’ 

market. Further the banking sector reforms and introduction of e-banking has made very 

structural changes in service quality, managerial decisions, operational performance, 

profitability and productivity of the banks. E-banking is one of the emerging trends in the 

Indian banking and is playing a unique role in strengthening the banking sector and 

improving service quality. The banking sector in India has introduced E- banking in a phased 

manner. Foreign banks are the pioneers in e-banking, private banks introduced it in a big way 

and public sector banks are in the process of transformation from traditional banking to E-

banking. E-banking impinges on operations of banking in a number of different ways. It has 

enabled the banks to handle the payments electronically and inter-bank settlement faster and 

in large volumes. There is increase in customer satisfaction level, reduction in cost of banking 

operations, increased productivity and as such there is a tremendous scope for Indian banks to 

enlarge their E-banking services which could enhance their competitiveness. Further, new 

technology has rapidly altered the traditional ways of doing banking business. Customers can 

view the accounts, get account statements, transfer funds, purchase drafts by just making a 

few key punches. Availability of ATMs and plastic cards, EFT, electronic clearing services, 

internet banking, mobile banking and phone banking; to a large extent avoid customers going 

to branch premises and has provided a wider range of services to the customers. 
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INTRODUCTION 

The contours of banking business have been changing across the globe and the 

rippling effect of the same can be expressed in the Indian banking sector as well. The process 

of liberalization, privatization, globalization and deregulation has opened new vistas for 

banks to increase their revenues by diversifying in to universal banking, investment banking, 

bank assurance, mortgage financing, depository services, securitization, personal banking etc.  

An inevitable result of globalization is that it increases the soundness of financial system as a 

whole and facilitates global competition. To survive in this competition the information and 

communication technology significantly contributed to the exponential growth and profit of 

financial institutions worldwide.  

Technology is the key to move towards providing integrated banking services to customers. 

Indian banks have been late starter in the adoption of technology for automation of processes 

and the integrated banking services. Further the banking sector reforms and introduction of e-

banking has made very structural changes in service quality, managerial decisions, 

operational performance, profitability and productivity of the banks. There are various factors 

which have played vital role in the Indian banking sector for adoption of technology. 

 Firstly, the economic reforms introduced by the government almost 15 years back which 

resulted in opening up of new vistas for banks outside the world. Government relaxed rules 

and regulations and simplified the processes for the FII to make investment in the banking 

and various sectors. This resulted in inflow of large funds in the economy there by improving 

the economy as a whole and banking sector in particular. Due to this reason banks need to 

provide such services, which satisfy the urge of foreign investors.  

Secondly, as a part of reforms, Indian banking was opened for private sector by which old 

and new private sector came in to limelight. They give a same period banks were busy in 

connecting their branches with centralized database and core banking solution by offering 

anywhere, anytime services. Fourthly Indian software 

Industry has also impacted the Indian banking sector. To provide excellent services to the 

customers, banks do need to have web based portals, wide area network (WAN), local area 

network, internet etc. and all these services are provided by the Software industry to Indian 

banking at reasonable prices and at the right time.  

E-banking is one of the emerging trends in the Indian banking and is playing a unique role in 

strengthening the banking sector and improving service quality. The banking sector in India 

has introduced E- banking in a phased manner. Foreign banks are the pioneers in e-banking, 
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private banks introduced it in a big way and public sector banks are in the process of 

transformation from traditional banking to E-banking. E-banking impinges on operations of 

banking in a number of different ways.  

It has enabled the banks to handle the payments electronically and inter-bank settlement 

faster and in large volumes. There is increase in customer satisfaction level, reduction in cost 

of banking operations, increased productivity and as such there is a tremendous scope for 

Indian banks to enlarge their E-banking services which could enhance their competitiveness. 

Further, new technology has rapidly altered the traditional ways of doing banking business. 

Customers can view the accounts, get account statements, transfer funds, purchase drafts by 

just making a few key punches. Availability of ATMs and plastic cards, EFT, electronic 

clearing services, internet banking, mobile banking and phone banking; to a large extent 

avoid customers going to branch premises and has provided a wider range of services to the 

customers. 

There is a degree of variation in the services provided by the banks with the emergence of E-

banking services. So, it becomes necessary to study the nature, growth and extent of E-

banking services and their impact on the operational performance and service quality. Despite 

the increasing importance of E-banking services, the research pertaining to e-banking in 

Indian context has been limited. So, the present study is a modest attempt to ascertain the 

changes taking place after e-banking, to evaluate the banks performance, and to know about 

customers’ perceptions regarding e-banking. 

The banking sector in India has introduced E- banking in a phased manner. Foreign 

banks are the pioneers in e-banking, private banks introduced it in a big way and public 

sector banks are in the process of transformation from traditional banking to E-banking. E-

banking impinges on operations of banking in a number of different ways. It has enabled the 

banks to handle the payments electronically and inter-bank settlement faster and in large 

volumes. There is increase in customer satisfaction level, reduction in cost of banking 

operations, increased productivity and as such there is a tremendous scope for Indian banks to 

enlarge their E-banking services which could enhance their competitiveness. Further, new 

technology has rapidly altered the traditional ways of doing banking business. Customers can 

view the accounts, get account statements, transfer funds, purchase drafts by just making a 

few key punches. Availability of ATMs and plastic cards, EFT, electronic clearing services, 

internet banking, mobile banking and phone banking; to a large extent avoid customers going 

to branch premises and has provided a wider range of services to the customers. 
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There is a degree of variation in the services provided by the banks with the 

emergence of E-banking services. So, it becomes necessary to study the nature, growth and 

extent of E-banking services and their impact on the operational performance and service 

quality. Despite the increasing importance of E-banking services, the research pertaining to e-

banking in Indian context has been limited. So, the present study is a modest attempt to 

ascertain the changes taking place after e-banking, to evaluate the banks performance, and to 

know about customers’ perceptions regarding e-banking. 

 

Findings on Extent of E-banking Services in India 

This section examines the performance of electronic banking in terms of extent of 

electronic banking services offered during June 2008. Firstly, a comprehensive comparison of 

e-banking services offered by the banks has been calculated. Secondly, the ranking of e-

banking has been calculated on the basis of extent of e-banking offered by the banks. A total 

of 48 e- banking services are considered for the purpose of making a comparative analysis 

and ranking of electronic banks. The brief discussions of the results are as follows: 

 

• The services are divided into four categories, i.e., internet banking, mobile banking, phone 

banking and ATM services. About internet banking services, the most common services 

offered by the banks are balance enquiry and statement and transaction history. All the banks 

are offering account balance and transaction history services to customers. As many as 97 per 

cent banks offer transfer fund online and facility of cheque book request. 

• Among the other services most of the banks offer simple transaction of e-banking which 

includes ‘monthly bank account statement by e-mails’, ‘password changing’, ‘bill payment’, 

‘online tax payments’, ‘customer correspondence’, and‘ demonstrations of I-banking’. These 

services are available on almost 70 percent of the transactional websites of the banks. In order 

to encourage the customers as well as potential customers the facility should be provided by 

all the internet banks. Only 66 per cent banks offer demonstration of I- banking services to 

the customers. 

• The banks also appear to be cautious in using the internet to acquire new customers as only 

26 per cent of transactional banks offer ‘loans or deposits online’. The reason being the banks 

face difficulty of confirming the identity of new customers. Banks also lag behind in offering 

more advanced services e.g. ‘share trading’, ‘mobile top up’, ‘online loans’, and ‘convert to 

EMI’. 
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• Public sector banks are lagging in number of services like ‘buy and sell mutual fund’ (16.6 

per cent) , ‘request of debit cards’ (16.6 per cent), ‘reissue and up gradation of ATM/ debit 

cards’ (22.2 per cent) , ‘activate/ deactivate ATM/debit cards’ (27.7 per cent) , ‘demat 

holding’(33.3 per cent) , ‘loan details’ (33.3per cent), ‘online loans’ (16.6 per cent) etc. In all 

these services the share of public sector banks is very less. In the case of all the phone 

banking and mobile banking services private sector banks are leading except in details of 

credit card balance which is (11.1 per cent) in the case of private sector and (14.8 per cent) in 

public sector. It is pertinent to note that not even a single bank of SBI group provided either 

phone banking or mobile banking services during the period under study. This shows that 

having the largest asset based structure in public sector banks, still the State Bank of India 

and its subsidiaries are not offering phone and mobile banking services. The reason being that 

these banks are having large number of branches and the cost of IT is very high. Even if the 

banks started adopting the e-banking services, the rate of adoption by all these branches is 

very slow. 

• In phone banking services, 40 per cent banks provide ‘enquire your account balance’ and 

37.7 per cent banks offer ‘statement of account’ during the period under study. These services 

are less offered by banks through phone banking because this facility is available through 

ATM also and customers use ATM frequently for withdrawal of cash. Therefore, instead of 

increasing the cost by offering the services in two ways, banks are offering less services 

which are already provided through other modes. Less services among phone banking are‘ 

request for fund transfer’ (20 per cent), ‘stop cheque payment instruction’ (22.2per cent), 

‘mobile banking registration’ (17.7 per cent) and ‘latest interest &exchange rates’(15.5 per 

cent). In mobile banking services 53.3per cent, banks provide ‘account balance & last three 

transaction services’. Services like ‘making 

payment’ (11.1 per cent), ‘details of credit card balance’ (13.3per cent), ‘loan information’ 

(6.6 per cent), ‘Internet mobile’ (2.2 per cent) and ‘purchase and redemption of mutual fund 

units’ (4.4 per cent) are offered to meager extent in all the banks.. 

• ATM services are mainly comprised of four services. These services are provided by all the 

banks. These services are 100 per cent offered by all the banks, including ‘24 hour access to 

cash’, ‘transfer fund between accounts’, ‘view account balance’, ‘mini statement’ and ‘pin 

change option’. 

• A wide divergence was found in different bank categories in offering e- banking services 

between private and public sector banks. Private sector banks are leading in ‘stop payment 
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request’, ‘re-issue and upgrade of ATM/ debit card’, ‘demat holdings’, ‘loans details’, 

‘interest rate updates’, ‘bill payment’, ‘online shopping’, ‘ticket booking’, ‘mobile top up’ 

and ‘share trading’. This shows that all advanced services of internet banking are more 

offered by private sector banks. Moreover private sector banks emphasized on business-

oriented services where they can charge certain amount of commission, interest and fees. 

Even in the private sector, the share of new private sector banks is high. In phone banking 

and mobile banking also the share of new private sector banks is high. There are number of 

services where public sector banks are leading. These include ‘monthly banks account 

statement by e-mail’, ‘change password’, ‘ticket booking’, ‘share trading’, ‘online tax 

payment’, ‘customer correspondence’, and ‘demonstration of I- banking’. The research shows 

that as compared to private sector banks, public sector banks are offering more services for 

the social welfare of public rather than business-oriented and profit making. The service like 

tax payment increases the government revenue on one hand, and fulfils the corporate social 

responsibility on the other. 

• On the basis of extent of electronic banking services, it is found that ICICI Bank offers as 

high as 95.8 percent e-banking services, followed by HDFC Bank with 93.7per cent of e-

banking services. So, the top two positions of e-banking services are acquired by new private 

sector banks. Third position is acquired is by a public sector bank, viz. IDBI offering 75 

percent of services. Fourth position is again acquired by anew private sector bank, viz. Kotak 

Mahindra offering 70.8 per cent of services. Fifth rank is shared by Punjab National Bank 

and Canara Bank offering 64.5 per cent of services. Sixth position is acquired by Bank of 

Maharashtra with 62.5 per cent services, seventh by Corporation Bank with 56.25 per cent 

and eighth rank is shared 

by three banks jointly with 48.00 per cent of each services, i.e., Federal Bank, Karnataka 

Bank and Axis bank. Out of these three banks, two banks are old private sector banks and one 

is a new private sector bank. Ninth position is jointly shared by Dena Bank and Indian Bank 

with 45.8 per cent services. Both are nationalized banks. Tenth rank is bagged by Union Bank 

of India with 41.67 per cent services which is nationalized one. The analysis depicts that new 

private sector banks and nationalized banks have provided e- banking services. Old private 

sector banks and SBI banks are in the early stage of development and introduction of early e 

banking to their customers. 

• Onsite ATMs of the nationalized banks have shown a three-fold increase, these were it was 

merely 3205 in 2004-05 and increased to 8320 in 2007-08. There is a decline in the growth of 
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these ATMs from 50 per cent in 2005-06 to 25 per cent to 2007-08.Offsite ATMs of 

nationalized banks have registered a growth of 54 percent in 2007-08. So, growth of onsite 

ATM of nationalized banks is more. 

• As far as SBI is concerned, the onsite ATMs’ have increased from 1500 to 4500showing a 

three-fold increase. The growth rate increased tremendously increase from 14 per cent in 

2005-06 to 105 per cent in 2006-07. But, it again, declined to 25 percent in 2007-08. Due to 

the large asset base structure the SBI banks’ share of onsite ATMs is also high. Regarding the 

offsite ATMs the growth declined by -0.1 per centin 2005-06 to -24 per cent in 2006-07. It 

was only in 2007-08 that this share increased to 38 per cent. So, growth of offsite ATMs 

shows a downward trend, while onsite ATMs show an upward trend. 

• Old private sector banks provide limited of e-banking services. Their share of ATMs is also 

not so high. In the year 2006-07, there was a great decline in their share and it was merely 4 

per cent. Similarly, offsite ATMs also declined from 11 per cent to 2per cent. 

• New private sector banks constitute the major role in providing electronic banking services. 

These banks have recorded 19 per cent growth in 2005-06,39.00 per cent in2006-07 and 22 

per cent in 2007-08. But the offsite growth of these banks is maximum as suggested by the 

number of ATMs i.e., 5988 in 2007-08. There has been a growth of only 3 per cent in 2005-

06, 30 per cent in 2006-07, and 18 per centin 2007-08 in the number of ATMs. Nationalized 

banks are having the largest share of onsite ATMs while new private sector banks are having 

the greatest share of offsite ATMs. 

• Foreign banks play a vital role in Indian banking sector but their number of onsite and 

offsite ATMs is very less, so their growth rate was as very low as 6 per cent in2005 which 

increased to 8 per cent in 2007. Offsite growth was merely 7 per cent in2008. 

• Nationalized banks have the maximum number of branches, i.e., 37775 in 2007-08and also 

the ATMs i.e., 13355. With an increase in the number of branches of these banks, the share of 

ATMs to branches has also been increasing. It was 14 per cent in2004-05 and gradually 

increased up to 35 per cent over the study period. 

• Banks in the SBI group State bank group are having equivalent share of ATMs to branches. 

The proportion of ATMs to number of branches is gradually increasing. It was 38.2 per cent 

in 2004-05 and increased to 55 percent in 2007-08. So, the share of ATMs constitutes half of 

the share of branches. It shows that the SBI group is not only focusing on its number of 

branches but ATM’s also. 
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• The number of branches of old private sector banks decreased rapidly during the period 

from 2004 to 2008. These were 4511 in 2004-05 and 4450 in 2007-08. But the number of 

ATMs showed an upward trend increasing from 1241 to 2100. On the other hand, new 

private sector banks present a different position. They were having1685 branches and 5612 

ATMs in 2004-05, thus having a percentage share of 333per cent. In 2007-08, number of 

ATMs increased to 9867; and the number branches were 3825 only. So, this is the sector 

where number of ATMs exceeds the number of branches as these banks offer wide range of 

electronic banking services to customers. In a nutshell new private sector banks followed by 

nationalized banks offer a variety of e-banking services to the customers through internet. As 

most of the banks in India have recently started to offer electronic banking services, so there 

is a lot of scope for these institutions to expand their e- banking services. Out of four main e-

banking services, ATM services are offered by all the banks. All the banks under study 

offering these services. The research further provides that not even a single bank of SBI 

group provided either phone banking or mobile banking services during the period under 

study. This shows that despite having the largest asset base structure, State Bank of India and 

its subsidiaries are not yet offering phone and mobile banking services to their customers. 

The reason being that these banks with a vast number of branches find it difficult to meet; the 

cost of these IT services. Even if the banks start providing the e-banking services, the rate of 

adoption by all these branches is very slow. All advanced services of internet banking are 

more offered by private sector banks. Moreover private sector banks emphasized on business 

oriented services where they can charge certain amount of commission, interest and fees from 

their customers. 

 

Direction for the Future Research  

The present study has made an attempt to judge the impact of e banking on operational 

performance of public and private sector banks, to assess the comparative service quality of e 

banking in public and private sector banks , to analyze the impact of e banking on payment 

and clearing system. There still remains a viable prospect for future research.  

1.The service quality of Indian banking sector has been assessed only in the state of  Punjab. 

So service quality could be studied for all other states of India.  

2.The present research focused only on comparative performance of public and private sector 

banks. Future research can be done to analyze the performance of foreign banks also as they 

are the early adopters of e banking.  
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3. The present study has assessed the operational performance of the banks on the basis  

of employees opinion and the e banking impact on their working conditions in terms of  core  

banking  solution,  real  time  gross  settlement  system,  electronic  data interchange. 

However to study the operational performance return on asset, return  on equity, comparison 

between electronic and non electronic banks can also be the area for research under this 

aspect. 
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