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Abstract
Information Technology (IT) is very powerful in today’s world, and financial 
institutions are the backbone of the Indian economy. Indian Banking Industry today 
is in the midst of an IT revolution. Nearly, all the nationalized banks in India are 
going for information technology-based solutions. The application of IT in Banks has 
reduced the scope of traditional or conventional banking with manual operations. 
Nowadays banks have moved from disbursed to a centralized environment, which 
shows the impact of IT on banks. Banks are using new tools and techniques to find 
out their customers need and offer them tailor-made products and services. The 
impact of automation in the banking sector is difficult to measure. In the Indian 
Banking Industry, digitization has evolved from simple customer service to a 
complete digital model for driving revenues and enhancing customer experience. 
Customer behavior has changed with the advent of new technologies and platforms 
including smart phones and social media. Banks need to step up their game and 
evolve their customer service model. This article attempts to describe the various 
digital services in the Indian banking industry. 
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Introduction
 Digitization is the conversion of data into a digital format with the 
adoption of technology. Adoption of digitalization is very important 
for the banking sector.
 Digital services of banking mean more than just going paperless. 
Leading players are offering a new and improved customer experience 
and delivering faster and more efficient services.
 Digital banking has been around for years, with many experts 
calling it the cure for the shattered banking industry after the recent 
financial crisis. And they are probably right.
 However, banks are not known for being fast movers. Customers 
are still waiting for this new banking experience, touted as a 
revolutionary transformation that will bring many new features, 
including any time and anywhere banking, ultra-fast response times, 
and omnipresent advisors.The industry has been in a comfortable 
position for decades with low customer turnover, almost no regional 
competition, good personal relationships and trust as selling points, 
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and not much intervention from regulators. Staying ahead of the curve was easy, and there was 
no pressure to change. Now, new competitors from adjacent industries and financial technology 
startups are flooding the market with innovative, technology-driven deviations from the traditional 
banking model. And to add insult to injury, customers’ attitudes have fundamentally changed. 
They are making decisions much faster and have access to a plethora of offers, leaving financial 
institutions struggling for customer loyalty.
 The challenges in this fast-moving, demanding digital world are tough. The issue is not finding 
new digital solutions; the issue is the industry’s long-standing history of not keeping in shape. The 
best running shoes will not make up for poor fitness, and banks are just warming up for the road 
ahead.

Objectives of the Study 
•  To study the overview of Indian banking industry
•  To study the Digital Services of Banking Sector
•  To highlight the Benefits of Digital Services of Banking Sector

Methodology
•  Research Type: Descriptive Research
•  Data Collection Technique: Secondary Data collected through leading journals, reviews, 

book chapters, etc.

Literature Review
 The technological development in the banking sector began with the use of Advanced Ledger 
Posting Machines (ALPM) in the 1980s, and nowadays banks are using core banking solution (CBS) 
for providing better services to their customers. Over the years several studies have been conducted 
both at the industry and academic level to examine the impact of IT on banking productivity and 
profitability. 
 Dos et al. [1993] studied the statistical correlation between IT spending and performance 
measures such as profitability or stock’s value. It is found that there are an insignificant correlation 
between IT spending and profitability measures, implying thereby that IT spending is unproductive. 
 Brynjolfsson and Hitt [1996], however, cautioned that these findings do not account for the 
economic theory of equilibrium which implies that increased IT spending does not imply 
increased profitability. More recent firm-level studies, however, point a more positive picture of IT 
contributions towards productivity. These findings raise several questions about mis-measurement 
of output by not accounting for improved variety and quality and about whether IT benefits are seen 
at the firm level or the industry level. Such issues have been discussed in detail by Brynjolfsson 
[1993] and to a lesser extent by Brynjolfsson and Hitt [1996]. The study conducted by Gotlieb, and 
Denny [1993], is one of the studies that deals with the impact of IT on banking productivity per se. 
 Computerization is one of the factors which improves the efficiency of the banking transactions. 
They concluded that higher performance levels had been achieved without a corresponding increase 
in the number of employees. Also, it has been possible for Public Sector Banks and Old Private 
Banks to improve their productivity and efficiency by using IT.

Banking Industry – An Overview
 The Banking industry is going through a phase of commoditization. In today’s scenario, 
differentiated and delightful customer experience has become more important than just providing 
financial services. To grab a bigger piece of the cake, the banking industry has to understand the 
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unstated needs of the customer the way airlines understands the preferences of the frequent flyers 
or the retailers understand the likes/dislikes of their customers, without even taking direct feedback 
of the customer.
 Every day, new devices / technologies are providing various customer touch points. Every 
time customers touch a computer or a screen, they are providing an information trail, and it’s 
banks’ responsibility to understand how they use this trail to move their bottom line upwards. 
Traditionally, banks spent most of their efforts, time and money on transaction execution, which 
is nothing but has become a very basic feature of their overall service. While providing expedient, 
consistent and precise transaction processing ability is still critical, we believe that banks can learn 
from how retailers see the customers’ journey through an Omni-channel lens. Banks now need to 
rethink the way customers are being valued, may be from the angle of the industries that greatly 
value customer experience. 
 A tightly coupled multichannel may provide a share of customer’s pocket, but successful 
implementation of Omni-channel can surely increase the size of the share though competitive 
advantage and also can help them to retain the same share for a longer period. Millionaires aren’t 
the only ones who want to bank whenever or wherever they want, irrespective of the branch location 
or the business hours.
 Customers from all generation, income groups, and countries could make a transaction online one 
day, and another day, the same transaction through mobile or ATM - or they could start a transaction 
on any of this channel then continue on another and finish it on a different channel. Multichannel 
gives the flexibility to hop between channel, but not the continuation of the transactions among 
multiple channels. So, this represents a remarkable challenge for financial institutions, which are 
often involved in multiple types of banking such as retails, finance, corporate, mortgage and the 
like. 

Digital Services of Banking Sector
The following are the few Digital services rendered by the banking sector;
1.  Banking cards: Cards are among the most widely used payment methods and come with various 
features and benefits such as security of payments, convenience, etc. The main advantage of debit/
credit or prepaid banking cards is that they can be used to make other types of digital payments. For 
example, customers can store card information in digital payment apps or mobile wallets to make 
a cashless payment. Some of the most reputed and well-known card payment systems are Visa, 
Rupay, and MasterCard, among others. Banking cards can be used for online purchases, in digital 
payment apps, PoS machines, online transactions, etc.
2.  USSD: Another type of digital payment method, *99#, can be used to carry out mobile transactions 
without downloading any app. These types of payments can also be made with no mobile data 
facility. This facility is backed by the USSD along with the National Payments Corporation of 
India (NPCI). The main aim of this type of digital payment service is to create an environment of 
inclusion among the underserved sections of society and integrate them into mainstream banking. 
This service can be used to initiate fund transfers, get a look at bank statements and make balance 
queries. 
3. AEPS: Expanded as Aadhaar Enabled Payment System, AEPS, can be used for all banking 
transactions such as balance inquiry, cash withdrawal, cash deposit, payment transactions, Aadhaar 
to Aadhaar fund transfers, etc. All transactions are carried out through a banking correspondent 
based on Aadhaar verification. There is no need to physically visit a branch, provide debit or credit 
cards, or even make a signature on a document. This service can only be availed if your Aadhaar 
number is registered with the bank where you hold an account. This is another initiative taken by 
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the NPCI to promote digital payments in the country.
4.  UPI: UPI is a type of interoperable payment system through which any customer holding any 
bank account can send and receive money through a UPI-based app. The service allows a user 
to link more than one bank account on a UPI app on their smartphone to seamlessly initiate fund 
transfers and make collect requests on a 24/7 basis and all 365 days a year. The main advantage of 
UPI is that it enables users to transfer money without a bank account or IFSC code. All you need 
is a Virtual Payment Address (VPA). There are many UPI apps in the market, and it is available 
on both Android and iOS platforms. To use the service one should have a valid bank account and 
a registered mobile number, which is linked to the same bank account. There are no transaction 
charges for using UPI. Through this, a customer can send and receive money and make balance 
inquiries.
5.  Mobile Wallets: A mobile wallet is a type of virtual wallet service that can be used by downloading 
an app. The digital or mobile wallet stores bank account or debit/credit card information or bank 
account information in an encoded format to allow secure payments. One can also add money 
to a mobile wallet and use the same to make payments and purchase goods and services. This 
eliminated the need to use credit/debit cards or remember the CVV or 4-digit pin. Many banks 
in the country have launched e-wallet services, and apart from banks, there are also many private 
players. Some of the mobile wallet apps in the market are Paytm, Mobikwik, Freecharge, etc. The 
various services offered by mobile wallets include sending and receiving money, making payments 
to merchants, online purchases, etc. Some mobile wallets may charge a certain transaction fee for 
the services offered.
6.  Bank pre-paid cards: A prepaid card is a type of payment instrument on to which you load 
money to make purchases. The type of card may not be linked to the bank account of the customer. 
However, a debit card issued by the bank is linked with the bank account of the customer.
7.  PoS terminals: Traditionally, PoS terminals referred to those that were installed at all stores 
where purchases were made by customers using credit/debit cards. It is usually a hand held device 
that reads banking cards. However, with digitization, the scope of PoS is expanding, and this 
service is also available on mobile platforms and through internet browsers. There are different 
types of PoS terminals such as Physical PoS, Mobile PoS, and Virtual PoS. Physical PoS terminals 
are the ones that are kept at shops and stores. On the other hand, mobile PoS terminals work 
through a tablet or smartphone. This is advantageous for small time business owners as they do not 
have to invest in expensive electronic registers. Virtual PoS systems use web-based applications to 
process payments.
8.  Internet Banking: Internet banking refers to the process of carrying out banking transactions 
online. These may include many services such as transferring funds, opening a new fixed or 
recurring deposit, closing an account, etc. Internet banking is also referred to as e-banking or 
virtual banking. Internet banking is usually used to make online fund transfers via NEFT, RTGS or 
IMPS. Banks offer customers all types of banking services through their website, and a customer 
can log into his/her account by using a username and password. Unlike visiting a physical bank, 
there are to time restrictions for internet banking services, and they can be availed at any time and 
on all 365 days in a year. There is a wide scope for internet banking services.
9.  Mobile Banking: Mobile banking is referred to the process of carrying out financial transactions/
banking transactions through a smartphone. The scope of mobile banking is only expanding with 
the introduction of many mobile wallets, digital payment apps and other services like the UPI. Many 
banks have their apps, and customers can download the same to carry out banking transactions at 
the click of a button. Mobile banking is a wide term used for the extensive range or umbrella of 
services that can be availed under this.
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10. Bharat Interface for Money (BHIM) app: The BHIM app allows users to make payments using 
the UPI application. This also works in collaboration with UPI and transactions can be carried 
out using a VPA. One can link his/her bank account with the BHIM interface easily. It is also 
possible to link multiple bank accounts. The BHIM app can be used by anyone who has a mobile 
number, debit card, and a valid bank account. Money can be sent to different bank accounts, virtual 
addresses or an Aadhaar number. There are also many banks that have collaborated with the NPCI 
and BHIM to allow customers to use this interface.

Benefits of Digital Services of Banking Sector
•  Faster, easier, more convenient: Perhaps, one of the biggest advantages of cashless payments 

is that it speeds up the payment process and there is no need to fill in lengthy information. 
There is no need to stand in a line to withdraw money from an ATM or carry cards in the 
wallet. Also, with the move to digital, banking services will be available to customers on a 
24/7 basis and all days of a year, including bank holidays. Many services like digital wallets, 
UPI,  etc., work on this basis. 

•  Economical and less transaction fee: There are many payment apps and mobile wallets that 
do not charge any kind of service fee or processing fee for the service provided. The UPI 
interface is one such example, where services can be utilized by the customer free of cost. 
Various digital payments systems are bringing down costs.

•  Waivers, discounts, and cash back: There are many rewards and discounts offered to 
customers using digital payment apps and mobile wallets. There is attractive cash back offers 
given by many digital payment banks. This comes as a boon to customers and also acts a 
motivational factor to go cashless.

•  Digital record of transactions: One of the other benefits of going digital is that all transaction 
records can be maintained. Customers can track every transaction that is made, no matter 
how small the transaction amount this.

•  One stop solution for paying bills: Many digital wallets and payment apps have become a 
convenient platform for paying utility bills. Be it mobile phone bills, internet or electricity 
bills, all such utility bills can be paid through a single app without any hassle.

•  Help keep black money under control: Digital transactions will help the government keep 
track of things, and it will help eliminate the circulation of black money and counterfeit notes 
in the long run. Apart from this, this may also give a boost to the economy as the cost of 
minting currency also goes down.

Conclusion
 First and foremostly, banks must decide if they want to continue to own the customer relationship. 
Banks hold a huge amount of raw data and information, but they need to be smarter in the way they 
utilize it for the benefit of the customer. Digital-first services offer greater value to consumers, and 
banks need to work out how they will tackle this. They can either form partnerships with aggregators 
to take ownership of the user interface, or they could choose to retain ownership through building 
their platform. Many banks have already taken advantage of Artificial Intelligence-enabled tools 
such as chatbots to interact with customers, but that is just the cusp of what is to come. From virtual 
financial assistants to automated credit scoring and predictive analysis, Artificial Intelligence has 
the potential to refashion organizations on an unprecedented scale. Thus it can be concluded from 
the study that due to the digital services both the banking sector as well as its customers would 
surely be benefitted and would the customers would get a higher level of satisfaction through the 
services rendered digitally. 
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