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ABSTRACT

“Digital” is the new buzz word in all sector. Wi
other sector, banking is also all around the g
shifting towards digitalization. Banks of all sizesd
across all regions are making huge investmen:
digital initiatives in order to maintain a contitive
edge and deliver the maximum to its custonr
Adoption of digitalization is very important for gl
banking sector. By embracing digitalization, ba
can provide enhanced customer services.
provides convenience to customers and help
saving time. Digitalization has transformed man
processes, transactions and activities into di
services. Across all verticals, consumer needs
been met in entirely innovative ways, disrupt
existing enterprise value chains. Digitalizat
reduces timan error and thus builds customer loye
Today, people have round-teack access to banl
due to online banking. Managing large amount:
cash has also become easier. Digitalization has
benefitted customers by facilitating cashl
transactionsCustomers need not store cash anyr
and can make transactions at any place and
Several commercial banks started moving tow.
digital customer services to remain competitive
relevant in the race. Banks have benefitted in rsd'
ways by adofing newer technologies.-banking has
resulted in reducing costs drastically and hasdt
generate revenue through various chani
Commercial Banks in India have moved towe
technology by way of Bank Mechanization ¢
Automation with the introductio to MICR base(
cheque processing, Electronic Funds transfer, -
connectivity ~ among bank  Branches ¢
implementation of ATM (Automated Teller Machir
Channel have resulted in the convenience of Any

banking. Strong initiatives have been taken he
Reserve Bank of India in strengthening the Payr
and Settlement systems in banks. Indian governr
banks, fintech companies have been innovating
changing the way India spends its money. At thees
time digital revolution also raises new chages to
the stability and the integrity of the financialssgm
and the protection of consum

INTRODUCTION

Digitization is the conversion of data into a dad

form with the adoption of technology. Digitizati

reduces human errors and, therefoencourages
customer loyalty. Banks of all sizes and in allioag

are making large investments in digital initiativies

order to maintain a competitive advantage and «

the maximum to their customers. In additi

digitization leads to intelligence d intelligence of
solid data, which helps banks to approach custo

and get closer to the competition. By adop

digitization, banks are now providing better custo

services. This provides convenience to cuers and
helps save time.

Today, people have access to banks 24 hours di
online banking. Managing large amounts of cash
also become easier. Digitization has also bene
customers by facilitating transactions without c:
Customers no longer need to store cash and can
trarsactions anywhere, anytime. It is a power
modular and open digital participation platform tt
allows people to boost agility and speed. The r
steps of the digital banking process have foci
mainly on adding to the existing offer the use eWwi
savices enabled with technology to incre
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accessibility and value for customers. In this pa
the study focuses on the impact of digitalization
banking, which is a major concern with the payn
services provided by the bank to its custon

Need and Progress of digitalisation in banking
sector:

In the late 1980s, to improve customer serv
accounting and record keeping the need
computerization was felt in the Indian banking eec
Then in 1988, the Reserve Bank of India establist
commitiee to study Computerization in bank hea
by Dr. C. Rangarajan. The process of computeria:
gained pace with the reform in the Indian econom
199192. One of the main drivers of this change
driven by the growing entries of private and fore
banks in the Banking industry. Several commer
banks began to move towards digital customer se
to remain competitive and relevant in the r

The Commercial Banks in India have moved tow:
technology through the  Mechanization ¢
Automation of te Bank with the introduction f
cheaque processing based on MICR, the elect
transfer of funds, the interconnection between [
branches and the implementation of ATMs (AT
have resulted in the convenience of at any ban
time. The Reserve Bank dhdia has taken stror
initiatives to strengthen payment and settlen
systems in banksNow the Indian government
aggressively promoting digital transactions.
launch of United Payments Interface (UPI) and Bh
Interface for Money (BHIM) by Natnal Payments
Corporation of India (NPCI) are important steps
innovation in the payment systems domain. UPI
mobile interface where people can make ins
transfers of funds between accounts in differemkb
on the basis of a virtual address wut mentioning
the bank account. Indian banks are now working
for providing following facilities to their customéor
increasing their banking business, for attractinge
customers etc.

1. Automatic Teller Machine (ATM): -

The ATM is the most populatevice in India, whicl
allows customers to withdraw their money 24 hou
day, 7 days a week. W.ith the use of ATM c
customer can perform routine banking transact
without interacting with a human cash
Apart from cash withdrawals, ATMs can bsed for
paying utility bills, transfer funds between acctsy
deposit cheques and cash, balance inquirie:

2. Telebanking: -

Telebanking facilitates the customer to carry
banking transactions not related to cash ph
According to this design, ¢hautomatic voice record
is used for simpler transactions and queries.
complicated inquiries and transactions, mar
telephone terminals are use

3. Electronic Compensation Service (ECS)-

The Electronic Compensation Service is a re
payment syem that can be used to make b
payments / receipts of a similar nature, espec
when each individual payment is of a competi
nature and of an amount relatively minor. This
is useful for organisations and governm
administrative divisioa to make / receive larg
volumes of payments instead of making transfer
funds by individuals.

4. Electronic Funds Transfer (EFT): -

Electronic Funds Transfer (EFT) is a system wil
anyone who wants to make payments to anc
person / company, etane can approach bank &
make cash payments or give instructions to trar
funds directly from his/her account to the recipié
beneficiary's bank account. Full details such as
recipient's name, bank account number, type
account (savings or a@nt account), bank name, ci
branch name, etc. they must be provided to the
at the moment of requesting such transfers sotlie
amount of the beneficiaries' account is correct
faster. RBI is the EFT service provic

5. Real-time gross settlerant (RTGS): -

The realtime settlement system, through which ba
give electronic instructions to transfer funds fr
their account to the another bank account. The
maintains and operates the RTGS system

provides an efficient and faster meanstransferring
funds between banks that facilitates its finan
operations. As the name suggests, the transft
funds between banks is done in real t

6. Point of sale terminal: -

Point of sale terminal is a computer terminal tise
connected in lineto the computerized files «
customer information in a bank and magnetic
encoded plastic transaction card that identifies
customer with the computer. During a transactibe
customer's account is debited and the computeits
the retailer's amunt for the amount of the purchs
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Growh of Indian banking sector:

Technological advancements in the digital payn
ecosystem are changing lives significantly
providing end consumers with speed, convenie

choice and savings. The following ta indicate the
percentage change in digital payment in year :
when compared with 2015 and 2017 when comp
with 2016"

ayment System Indicators
April . .
Month/Year Item L;_::;lr:.gl qu:;‘;r{l?gt
2015 2016 2017 74 2016/
= - 2016 2015
(Eﬁ',‘;'::, 7.9 8.33 9.54 14.6 5.4
1 Value RTGS 1.11.743
(Rupees 82,958.17 | 86,459.34 5 i 29.2 1.2
Billion) ;
Vol i T55
m;’"’;’i';':} i 0.23 0.26 0.25 -5 13.8
2 Value Operated
(Rupees Systems 65,647.89 72,044.93 80,878.53 12.3 Q9.7
Billion)
Volume
(Million) 9437 88.26 99 97 133 -6.5
3 Value Paper
= bl Clearin _
(Rupees & 7,650.61 7,108.17 7,351.49 3.4 273
Billion)
Volume
(Million) Retail 2:_[1.4 31 6_.39 431.1 36 499
q Value Electronic
(Rupees Clearing 6,586.90 9,169.02 13,700.63 49.4 39.2
Billion)
Volume e
(Miil.i—dh}: i ?53\:‘8_5‘ . 9351 1,035.38 11.9 227
5 Value Cards
(Rupees 2,297.09 2,630.24 287717 9.4 14.5
Billion) -
{‘._".’_"?:':lf}. Prepaid - 7436 | 693 352.23 408.3 6.8
Milli e = L H |
6 Valse :,:sl:n.:::::nt '
(Rupees 2757 46.72 103.71 122 69.5
Billi s (PPIs)
illion
i‘.l;:?zs“' i £235,
i S _
= 8’1
Source: Database of Indian Economy, RBI

Thus from the above table it can be seen thathel
payment systems used in India shows pos
percentage growth when compared with the -
2016 in the year 2017 except in the CCIL volum:
million. But when we observe the CCIL opera
systems in value the it shows increase in percet
compared with 2016 in the year 2017.

The Report submittecby Niti Aayog on Digital
Payments in July 2018 depict the import
information related to overall payment growth ahd
instrument wisgpayment growth trends in Ind

They are as given below

Instrument Wise Growth Trends —Volume:

The retail paymentegment accounted for as much
99 percent of total volumes in 2018- From this, th
paper compensation ratio that formed 34 percel

the total volume in 20134, steadily declined to 7
percent in 20178. There is a corresponding incre
in electranic compensation actions and cards. Wi
the category of electronic clearing cards and Gahd
PPI followed by the debit card and, to some ex
IMPS have shown impressive increases in their st
in total volume in recent years. The total paymof
the card, in fact, accounted for the largest paErm@st
50 percent) of the total volume in 2(-18. The
participation of NEFT has generally increased
the years, except for some fall in 2-18.

UPI has shown an exponential growth compare

any other payment product a
services. The total volume of the UPI transactias
increased by 50245 percent in @ 2-

18. The total value of the UPI transaction
increased by 1481 percent in 2-18.
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Volume — Overall Growth Performance (MeitY Data):
4000 104.4%
. CAGR- 58.9% .
et e i i » 100%
20000 B1.2%
~ BO%
16000 , /
{52.6% 51.7% {52.3% BO%,
12000 > - - 4
8000 40
3350] o
4000 950 [:l 20
0%
0 weyem mm N -
2011-12 201213  2013-14 2014-15  2015-16 2018-17 2017-18
N Volume (in M) =8=Annual Growth
Value - Overall Growth Performance: MeitY does not disseminate value data in public domain,
The volume of global payments increased ste¢ important agenda for all banks in India

during the period 2011-12 to 201®; registering a
average annual growth rate (CAGR) composel
more than 58.9 percent. The growth rin the
volume of global payments accelerated furthel
104.4% in 2017:8. Figure 1 indicates trends
digital payments during the period from 2-12 to
2017-18. The growth in 201¥8 is spectacular ar
could be attributed to the development of
innovdive digital payment platform such as BH-
UPI, BHIM Aadhaar and Bharat QR Code. It
noteworthy that the growth in 20118 is much highe
than the growth rate of the trend in the last frears
(2011-2016)

Today banks aim to provide a fast, accurand
quality banking experience to their clients. Thesh

PUSH TO ONLINE, APP-BASED

For12 monthsending June

digitalization. The RBI data shows that the valde
transactions through checks as a proportion of
total number of transactions was reduced to
The average number of monthly transactions thro
checks in 2012 was 16.53 million and, as of <
2018, the number of che-based transactions
increased to 94.7 million per month on aver

India’s digital payment industry, which is currgn
worth around USD 200 Billion, is expected to gr
five-fold to reach USD 1 Trillion by 2023, as pe
report by Swiss financial services holding comp:s
Credit Suisse. Digital payments present a I
opportunity for various digitization initiatives irhe
country.*

PAYMENTS

Number of  Total value of Value of transactions as a
transactions transactions proportion of total deals (%)
(mn) (¥ bn) Cheque RTGS Mobile
2014-15 853.04 100,440.75 NN 5.40 15.13 0.03
2015-16 1,040.09 144,093.18 I 5.00 55.33 0.09
2016-17 1,327.37 158,939.13 I 3.90 56.24  0.28
2017-18 1,742.71 196,535.39 I 3190 55.41 0.71
2018~ 204465 219593.29 N .00 57.75 0.54

Rote: Data o other Payment natworks e Bectranic dearing System, Forex dearing,

(earing Coporation of India among omers not indudad

Souge: RBEI Database on Payment System Indicatons
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Conclusion:

The banking landscape is changing. A new wav
technology is revolutionizing the way custom
interact with beir finances. From social to mob
capabilities, banks are reconsidering their way
doing business to offer a better customer expegi
and remain competitive. By looking at the scen
existing now in India, one can find that People
now taking nore and more advantage of |
digitalization in case of banking. Traditional

banking practice use to focus on “puct push” (i.e.

increasing sales targets) rather than understal
how best to delight its customers. In recent tir
banks are keen to become marestome-centric.
With the help of digitalization Indian banks arewn
not only getting more customers but also delive
top-notch services, as efficiency counts as v

In this innovative business model, it is crucial
ensure regulatory compliance for smooth and -
term execution. The key challenge in the digitad &
to ensure that all customers are protected ag
cybercrime, and that the most advanced cybec
values are employed. The change to digitalizatiuh
the continuity of it should serve to reduce coststlie

industry, since this will reduce labor and autontat
system.
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