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Abstract 

Banking industry is the backbone of our economy and banking industry plans and implements reforms. Innovative and other 
changes bring impact on economy’s growth. Plastic money (credit and debit cards, and smart cards), internet banking including 
electronic payment services, online investments, online trading accounts, electronic fund transfer, branch networking, telephone 
banking services etc., are acting as drivers of growth in the banking sector. Digitalization is the process of converting data into digital 
form. Digitalization means adoptions of technology and it is inevitable for the banking sector. Banking industry has to provide the 
required digital products to the changing consumer behavior. Indeed, it reduced human errors and increased convenience. The bank 
must be careful against increasing cybercrimes and should be prepared to handle cyber-attacks. Even though banking sector is moving 
towards digitalization there are various issues and challenges to be addressed especially in rural banking. This conceptual research 
paper is an attempt made to analyses the benefits, challenges and growth of digitalization in terms of volume and value.  
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Introduction 

Banking sector is called as sector of development of all other sectors since the financial assistance it provides for other 
sectors and thereby encourages capital formation. Digitalization brings revolutionary changes in the economy. The digital revolution is 
dramatically changing the business environment and financial services industry is no exception. Banking industry in India is 
progressively expanding. The liberalization of economy has created a competitive culture that has taken the service sector, particularly 
the banking sector by storm (Aarati Sharma et al. 2017). The advancement of information collection, storage, processing and 
transmission technologies have impacted all aspects of the banking activity (Sony S. 2012). 

 
The post liberalized scenario compelled the banking industry to be more competitive and provide most excellent services to 

customers and are required to opt a change in the present technology use. Banking industry to be more competitive has to search 
Generation Y and customers and un-banked population in order to enhance revenue. 

 
India’s digital divide is narrowing fast as less affluent states leapfrog to catch up more affluent states. India can create up to $ 

1 trillion of economic value from digital economy in 2025. India is the top three global economy in number of digital consumers.  
With 560 million internet subscribers in 2018, up from 238.71 million in 2013, India is the second largest internet subscription market 
in the world. India can have more than 900 million internet users by 2035. 

 
Review of literature 
Byers, R. E. (2001) have stated the banking sector has chosen a new service channel - the interest, based on the progress of 
information technology since the past two decades in order to address to the changes in customer preferences and needs, increased 
competition from non-banks, changes in demographic and social trends, and government deregulations of the financial service sector. 
Shah. M. et al. (2009) expressed that the adoption of new information technology (IT) applications is influenced by largely by factors 
related to overall organizational attitudes and cultural as well as technical and infrastructural elements. 
Mohan. K. (2006) highlighted that many banks including PSU banks, would have online ATMs, phone banking, virtual banking, e-
banking, internet banking etc., by 2020. Further, the researcher has stated that Indian banking is at the verge of paradigm shift and 
significant development has been achieved by banks in offering a variety of new and innovative e-banking services to the customers. 
Rashaan, R. S. (2006). expressed that however, public sector banks have not been able to harness the benefits of computerization. 
Khorshid, S. et al. (2009). in their research on ranking the challenges of e-banking identified for managers of banks, customer’s 
privacy, security and customers trust as issues arising. For customers, reputation of bank, regulation and laws and easy accessibility 
were seen at the main challenges for the development of e-banking. 
Mischa. R. et al. (2011). have stated that there was reduction of cost through substantial improvement in efficiency by business 
organization. This resulted in banks diverting their focus towards extensive computerization and electronic operations.  
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Research Objectives 
The present research paper aims at providing a detailed understanding about the following. 
1.To Understand the Concept of digital banking. 
2. To Know the Benefits of digitalization in banking. 
3.To analyze the Need and progress of digitalization in banking 
4. To Identify the Challenges to digital banking 
5.Growth of Indian banking sector. 
 
Research Methodology 

The study is based secondary sources. Trends, challenges and benefits in banking industry is recorded with the help of 
secondary sources. Thus, report on payment system, published by RBI for the year 2016-17 and early. The detailed instrument wise 
growth sourced from digitalize of Indian Economy RBI. Further, the study also made use of e-journals and different websites. 

 
Benefits of digitalization 
(1) Cost Savings: India saved $ 2 billion by paying cooking gas consumers directly into their bank account. India’s subsidy 
programme is the global largest cash transfer program me. 
(2) Transparency and security: Accountability and tracking is lessening the risk of corruption of theft. There was 47% reduction in 
the bribe when government officials made social security pension payments. Pension and other social security is paid through digital 
small cards instead of cash payments. 
(3) Women empowerment: Before digitalization 80 million unbanked women were receiving wages in cash. 210 million unbanked 
women receive cash payments for the sale of agricultural products. Further 585 million unbanked women pay for utlities in cash and 
225 million women pay school fee in cash. Now all the payments are digitalised and more accuracy is established. 
(4) Inclusive growth: As per Moody’s Report 2008-2012 greater use of digital payments added $ 983 billion in global economic 
growth which is equivalent to creating 1.9 million jobs. 
(5) Financial inclusion: Farmers in Malvi who offered digital direct deposits for cash crop saw a 21% increase in the value of their 
crop outputs. 
 
Need and progress of digitalization in banking  

RBI appointed C. Rangarajan committee in the year 1988 to study computerization in banking. The computerization in the 
banking area gained momentum in around 1991-92 on account of reformations brought in the economy. This trend was further 
speeded on account of entry of private and foreign banks (Manisha Vikas Jag tap 2018). Electronic fund transfer, and implementation 
of ATMs have resulted in the convenience. RBI further taken strong steps to strengthen payment and settlement system in banks. 
Change in customer buying preferences and coping changes in technology will be the key factors that will drive transformation in the 
banking sector in the next few years (Savita Sukuma 2017). The launch of United Payments Interface (UPI) and Bharat Interface for 
money (BHIM) by National Payments Corporation of India (NPCI) are important steps for innovation in the payments. Customers can 
make instant transfers of funds between accounts in different banks. Banking industry in India is offering the following facilities to 
their customers for increasing their banking business and to attract more customers. 

 
1. Automatic Teller Machine (ATM): ATM is one of the most popular devices in India which allows customers to draw 
money 24/7 in a weak. Without going to bank and interacting with a human cashier customer can perform routine banking 
transactions. ATMs are used to pay utility billing transfer of funds between accounts, deposits, cheques and cash, balance enquiry etc. 
2. Electronic Compensation Service (ECS): It is a retail payment system and can be used to make bulk payments or receipts 
of a similar nature. This facility is useful to organizations and government administrative divisions. 
3. Telebanking: This faculty allows the customer to carryout business transactions that are not pertaining to cash phones. Voice 
recorder is used for simpler transactions and queries. For complicated inquires and transactions manned telephone terminals are used. 
4. Electronic fund transfer: EFT is a device where any person can transfer payments to another person or company 
organization. The intending person who is in need of transfer of funds can approach the bank and can make cash payments. Some 
formalities of entry of sender’s name, beneficiary, bank account number etc., has to be recorded in the printed form.  
5. Real time gross settlement (RTGS): RTGS is a device where banks give electronic instructions to transfer funds from their 
account to another bank account. RBI maintains and operation RTGS. 
 
Challenges to Digital Banking 

There are challenges to the digital banking and suggested strategies to overcome them are presented below. 
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1. Cybercrime: Financial applications and banking are subject to the cyber-attacks. The fraud perpetrators with an intention of 
siphon of funds use innovative techniques. Large sized amounts are transferred from innumerable accounts or many a times data is 
stolen. 
2. Sustainability: When the customers or users acknowledge the value of the product or service the organization substantiality 
is ensured. Further while good reviews uplift the organization to a better status but bad reviews also destroy the image of the 
organization. 
3. Quality deliverability: This being another challenge that in a rush to deliver products and services with speed on account of 
global competition, many a times quality is compromised. There are many situations where in the organizations turn blind eye to the 
defects in products and software even before entry into market. 
4. Attack with innovation: Attacking the market place through innovative products should always go with the desire of long 
stay in the market. In this globalized competitive scenario with growing youngsters the distribution of a company to the another is 
needed and it is a challenge. 
5. The challenges of attaining app perfection: Development of appropriate application is a challenge which is highly essential 
in order to retain customers. In liberalized and competitive situations organizations offer comfort and luxury of monitoring expenses 
the organizations should develop most demanded financial applications, otherwise organization loose individuals. 
6. Technology upgradation: The travelling businessmen depend on Apple and Android tablets, freelancers depend upon high 
quality camera and digital notebooks, employees who work routine prefer robust laptops and high-performance desktops. Knowledge 
of users and which device they use in different circumstances is most important. This requires investment of large sized amounts to 
introduce digital strategies. 
 
Growth of Digitalization in Indian banking sector 

Banks in India are expanding customer base by selling more products to their current customers and convincing the future 
new customers that they can provide a better banking facility. The traditional banks are facing stiff competition from governments 
initiated of cashless economy through digitalization. Banks are providing new services and technology to improve connectivity with 
customers automate process and provide seamless customer experience. Government initiatives like Make in India, Skill India and 
Digital India and others are expected to encourage banks in the use of digital technology. Technological changes are bringing changes 
in the customers through providing convenience, speed, choice and savings. The Table - 1 indicate the percentage change in the digital 
system in the year 2016 when compare with the 2015 and 2017 when compared with 2016. Table reveals positive percentage of 
growth with the year 2016 in the 2017 except CCIL volume in million. But the value increase in percentage compared in 2016 in the 
year 2017. 

 
Table further shows that the cards accounted for 53.69% of the total volume in 2017-18. The other instrument wise growth 

trend reveals that RTGS, paper clearing, retail electronic clearing, cards, prepaid payment instruments have such growth of increase 
over the years 2015-16 to 2017-18. 

 
Figure - 1 indicates trends in digital payments during the period from 2011-12 to 2017-18. The growth in the year 2017-18 is 

spectacular and could be emerged on account of development of innovative digital payment platform like BHIM - UPI. BHIM Aadhar 
and Bharat QR Code. Figure - 1 shows clearly that the growth rate in 2017-18 is much higher than the growth rate of the trend in the 
last 5 years (2011-2016) (Digital payments 2018). 

 
The volume of global payments as per the figure-1 increased steadily during the period 2011-12 to 2015-16, registering on 

average annual growth rate (CAGR) composed of more than 58.9%. The growth rate in the volume of global payments accelerated 
further the 104.4% in 2017-18. 
 

Table-2 highlights data on App based payments from 2014-15 to 2018 June end. There is a substantial growth in number of 
transactions from 2014-15 to June 2018. It was 853.04 million transactions in the year 2014-15 and grew up to 2044.65 million by the 
June end 2018. RBI data shows that the value of transactions through cheques as a proportion of the total number of transactions was 
reduced to 3%. The average number of monthly transactions through cheques in 2012 was 16.53 million and as June 2018 the number 
of cheque-based transactions increased to 94.7 million per month in an average. 

 
Table-3 highlights that India coming off a low base is the second fastest digital adopter among 17 major digital economies. 

Indonesia tops the list of a growth in country adopting index with 99 and India stood with 90 in the second place as far as growth in 
the digitalization 2014-2017. Table also reveals that South Korea digital index is 75 followed by Sweden 73, Singapore and UK 67 
and India being in the lost place at 32. 
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Conclusion 
Indian banking landscape is changing at a faster rate. The main objective behind integrating banking services with services 

with technology is, undoubtedly convenience. Technology is dominating and now is capable of changing customer’s life style. Banks 
are now providing competitive services to the customer’s lifestyle. Banks are now providing competitive services to the customers 
than before. Digitalization is bringing more customers and that is why banks are now not only getting more customers but also 
delivering top notch services. The key to protest the interest of customers is to ensure regulatory compliance for smooth and long-term 
execution. Banking industry’s present challenge is to protect customer from cybercrimes and most approached cybernetic value should 
be employed. Digital banking transactions increased after demonetization in Nov. 2016, and gave a good push to the digital payments. 
Digital banking is going to be mandatory in future to a great extent and India may become a plastic oriented economy and there are 
chances of paper money to be out of use in future.  
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