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MOBILE BANKING
Mobile Banking is a system of providing service to a customer to carryout banking transactions on the ‘mobile phone’ through a cellular service provider. It is a service of banks to make available the facility of banking, wherever the customer is and whenever he needs. We can rather call this facility as “Anywhere and Any moment Banking” but it is restricted to only information about his account and not cash services.

Mobile Banking operates through short messages. Customer has to therefore configure SMS. The customer has to activate Mobile Messaging Service in the mobile phone. This activity is one time and the cellular service provider will do this at the request of the user.

In order to send a transaction, a customer has to key in the key words for the required transaction in the mobile and send it to the cellular service provider, preferably customer should use upper cases while punching the words. A text message of the transaction will appear on the mobile within seconds as a reply. The mobile phone will ‘beep’ in a few seconds, after transmitting the message. Then the information will appear on the mobile phone.

 Types and transactions available on Mobile Phone Banking Balance    

 Enquiry

· Costs Transactions

· Cheque Book request

· Bill Payment

· Change of Primary Account

· Help
Benefits of Mobile Banking

	Customers 
	Bankers

	· Customer can save his valuable time in banking transactions, and save in travel cost reaching the bank branch etc

· It is a mobile service to have information all the 365 days at anytime anywhere about his account

· Customers can pay his utility bills in time and save paying penalties, since alerts are received from the bank

· Plans funding his accounts for the cheques issued to various customers, by taking advantage of balance enquiry account status

· Cheque book requests can be made sitting in his work  place

   
	· Bankers can utilize the time saved for expenses of business by channel migration of customers to mobile banking

· Banks can take advantage of profits by way of commission for cellular companies by selling prepaid talk time through ATMs

· Banks providing mobile banking service can have competitive advantage on those banks, which are not providing this service

· “Mobile Banking” enable banks to reduce costs of courier, communication and paper work etc


     It is realized that mobile banking is indispensable, which can be considered as a major advantage. Tomorrow’s mobile is veritably a computer. The power of the computer, the “always on” nature of the device makes for a heady combination. Mobiles facilitate the bank to push customized products; customer can conduct all his financial transactions in a fully secured manner and provides the availability of all features required by internet user.
Banks can also use the mobile for increasing the efficiency of their staff; create a platform for better customer service and considerably deepen their relationship with their customers.
MODES OF E-PAYMENTS/E-REMITTANCE

The second Rangarajan Committee constituted in 1988 drew up a detailed perspective plan for computerization in banks and for extension of automation to other areas like transfer of funds, electronic mail etc. Based on the recommendations of this committee, RBI has been instrumental in setting different levels of networked systems which are collectively expected to become the model or even backbone for interconnectivity among banks/bank branches.

REAL TIME GROSS SETTLEMENT (RTGS)

RTGS is a large value funds transfer system whereby financial intermediaries can settle inter-bank transfers for their own account as well as for their customers. This is a centralized instructions are processed and settled, transaction by transaction (one by one) and continuously online throughout the day, as and when the instructions are received and finally accepted by the system.

        The system went ‘live’ on March 26, 2004 with SBI, HDFC Bank, Standard Chartered Bank and Saraswat Co-operative Bank on a pilot basis for inter-bank transactions.
CHART 1.4
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R 41- Customer Transaction

R 42- Inter-bank fund transfer and returns

R 90- Gateway Acknowledgement

R 09- RBI settlement notification

INFINET- Indian Financial Network

Source:  IT Digest, March 2006
Benefits of RTGS
1. Payments are settled transaction by transaction

2. Settlement of funds is final and irrevocable

3. Settlement is done in real time

4. Funds settled can be further used immediately
5. It is a fully secure system which uses digital signatures and public key encryption  

     for safe and secure message transmission

6. There is a facility for intra day collateralized liquidity support for the member 
    banks to smoothen temporary mismatch of fund flows and thereby ensures smooth  

    settlement

7. Both high value and retail payments can be affected through the system. It is a 
    single All India System.
TABLE 1.8
Volume of RTGS Transactions

(Value in rupees crore)
	Year
	Inter-Bank
	Customer 
	Total 

	
	Volume
	Value 
	Volume 
	Value 
	Volume 
	Value 

	2003-04
	391931
	3816522
	68492
	249662
	460423
	4066184

	2004-05
	1053940
	8970624
	713058
	2570212
	1766998
	11540836

	2005-06
	113895
	942656
	138222
	467294
	252117
	1409949


Source: RBI annual report (2006)    

· Value of transactions have trebled

· RTGS facility is now being provided by 96 banks at over 21916 branches       in 2793 centres in 469 districts

· The average daily transactions in RTGS is an excess of Rs.5000 crores of       rupee

SWOT ANALYSIS

	 STRENGTHS
	 WEAKNESSES

	· Settlement takes place in real time

· Provides immediate finality of transactions

· Balances maintained could be used under cash

· Eliminates settlement risk in the case of inter-bank and high value transactions

· Internationally compatible and transparent system
	· Cost of setup

· Usage is lower than potential due to non-popularity or non-awareness

· High rates charged by banks for transfer of funds

	OPPURTUNITIES


	 THREATS

	· Platform for immediate use of funds

· Squaring of the settlement account on the same day thereby avoiding systematic risk

· Inter-Bank products on bank websites linked at the back-end to RTGS

· RTGS products on kiosks and ATMs
	· Software may become outdated

· Possible E-Crimes through hacking

                                                            


ONLINE TAX ACCOUNTING SYSTEM (OLTAS)

    Payment and accounting of “Direct Taxes” were areas, which traditionally were saddled with operational complexities. The technology applications have come handy when the government was looking at immediate solutions to bring reforms in tax administration and payment mechanism. Needless to mention, this segment turned out to be one of the first E-payment initiatives in the country which over a period of a year-and-a-half having undergone value additions is now widely accepted.

The Income Tax Department introduced the novel system for payment of taxes called Online Tax Accounting System (OLTAS) effective from 1st June 2004. This system has not only simplified the procedure for payment of taxes by the common tax payer but also brought about several breakthroughs in accounting and monitoring mechanism of direct tax payments in the country.
CHART 1.5

FLOW PROCESS CHART OF ONLINE TAX ACCOUNTING SYSTEM
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 Source: IT Digest, July 2006
Objectives 

·  To afford faster credit to government

·  Better accounting of tax

·  Better service to the tax payer
Procedure  

The person intending to pay direct tax can remit at any authorized branch of the bank either in cash or by a cheque/draft drawn on the same bank or any other bank at the same centre. Bank will collect direct taxes of different heads of accounts at authorized branches and remit the total day’s collection on the same day to the nodal branch. The Nagpur branch immediately advises the collection figures to RBI, CAS, Nagpur and credit to the government account. The following single copy challan forms (only four types of challans) are prescribed for payment of direct taxes.
	Type of Tax
	Challans to be used



	· (0020) Corporation Tax

· (0021) Income Tax

· (0020) Company Deduction

· (0021) Non company Deduction

· (0023) Hotel Receipts Tax

· (0024) Interest Tax

· (0028) Expenditure Tax

· (0031) Estate Duty

· (0032) Wealth Tax

· (0033) Gift Tax

· (0034) Securities Tax

· (0026) Fringe Benefit Tax

· (0036) Banking cash    transaction tax


	· ITNS 280

· ITNS 281

· ITNS 282

· ITNS 283




Benefits

· Tax payers can pay their taxes in any bank and where Online Tax Accounting System  has been introduced

· Time lag of T + 11 days from the date of collection has been reduced to T + 3 days

· Process of remittance of tax has been simplified with standardization of tax challans, on the spot acknowledgement

· IT assessing officer is able to access the data of tax remittance within hours and the tax payers account gets credited

· Internet viewing facility to the tax payer by visiting the website www.tcn.nsdl.com
· Finance Ministry/Income Tax officials can now monitor the tax receipts on a daily basis and this facilitates better finance management by the government.

SWOT ANALYSIS

	 STRENGTHS
	 WEAKNESSES

	· Simplified procedure

· Government can assess the tax receipts on daily basis

· Tax payer’s account gets credited on the same day

· Mitigate customer complaints and reconciliation problems

· Integrity and confidentiality of the data
	· Facility available only in selected branches of banks

· Customers are not technically savvy and are apprehensive of the efficacy of the system

· Possible delayed remittance by the branch, nodal branch, link cell 

	OPPURTUNITIES
	 THREATS

	· Reduction in time lag between the remittance at bank to the credit of government account at Nagpur

· Faster and accurate mode of remittance

· Improved tax collections 

· Faster decision making by government 

· Web enabled tax payment system

· Enabling tax refunds using reverse flow remittance
	· Virus attack on the software and possible loss of data

· Hackers entering the system with intention to defraud


      Implementation of Online Tax Accounting System has resulted in a growth of over 20% under Direct Tax Collection. Online Tax Accounting System is a totally technology driven payment mechanism devised by Income Tax Department, Finance Ministry and the banking fraternity. The collective goal should be to use the synergy between banks and tax collection administration to maximize the benefits to the society.
INFORMATION TECHNOLOGY ACT 2000

The Information Technology Act 2000 (ITA) was passed by the parliament during May 2000, which extends to all over India. The major provisions of the act are:
a) Electronic Records or Contacts
The ITA provides legal treatment to users of electronic communication similar to other paper based or oral testimony means. In other words, the act has legalized the electronic contracts to make them legally enforceable. Records can be kept in an electronic form.

b) Electronic Form
Electronic form means information generated, sent, received or stored in media, magnetic, optical, computer memory and micro film etc, in the eyes of law written records.

c) Digital Signature
Digital Signature is defined as ‘authentication of an electronic record by a subscriber, by means of an electronic method or procedure in accordance with the provisions of the act’. The act has provided legal recognition to digital signatures.

Authentication of Electronic Records

A person (called subscriber) can authenticate an electronic record by affixing his digital signature with the help of a ‘private key’.
Certification of Electronic Records

Electronic Records can be certified by the certifying authority with the help of a ‘public key’ after verifying that the digital signature was complete, by use of a private key corresponding to the public key. The act provides authority for appointment of the persons authorized to issue a Digital Signature Certificate.
Controller of certifying authorities

The functions of certifying authorities are to be overseen by a controller of certifying authorities.

Retention of Electronic Records

The requirement of any law prescribing retention of records for a particular period shall be considered to have been met, when the records are kept in electronic form.

Amendment to various acts
The act has amended a number of acts such as Indian Penal Code, Indian Evidence Act, Banker’s Book Evidence Act, and RBI Act etc.

Validity of E-Com in India

Electronic commerce (E-Com), online transactions and digital signature are legally valid in India with effect from Oct 18, 2000 as a result of government’s notifying the rules under IT Act 2000. With this, India had joined the digital dozen – the club of 12 nations which put in places a legal framework for electronic commerce.
Objectives of the Study on E-Banking

· To present an overview of E-Banking services offered by both 

Public and Private sector banks in Coimbatore city
· To examine the socio-economic profile of E-Banking users
· To study the extent awareness and the usage of E-Banking

Services 

· To ascertain the customer’s satisfaction about various E-Banking   

services
· To analyze the problems faced by the customers in using   

E- Banking services
CHAPTER I

INTRODUCTION

                                                                







The banking scenario in the country in the post liberalization and deregulated environment has witnessed sweeping changes. The tremendous advances in technology and the aggressive infusion of information technology had brought in a paradigm shift in banking operations. For the banks, technology has emerged as a strategic resource for achieving higher efficiency, control of operations, productivity and profitability. For customers, it is the realization of their ‘Anywhere, Anytime, Anyway’ banking dream. This has prompted the banks to embrace technology to meet the increasing customer expectation.

Technology to start with is a business enabler and now has become a business driver. The banking institutions cannot think of introducing a financial product without Information technology support be it customer service, transactions, remittances, audit, marketing, pricing or any other activity in the banks. Information Technology plays an important role not only to complete the activity with high efficiency but also has the potential to innovate and meet the future requirements. Information Technology has therefore introduced new business paradigms and is increasingly playing a significant role in improving the services in banking industry.

In the above backdrop it becomes imperative to dwell on the evolution of Information Technology in banks before embarking on the various aspects of 

E-Banking. Information Technology came into picture as early as in the 1980’s in banking industry through the Rangarajan Committee recommendations and banks have given utmost importance to the technology since the last 25 years. The Reserve Bank of India is constantly pursuing the banks from 1980’s to introduce computerization at branch level and to improve the quality of customer service through technology.

DEFINITION OF E-BANKING

E-Banking implies performing basic banking transaction by customers round the clock globally through electronic media. Alternatively electronic banking can be defined as “delivery of bank’s services to a customer at his office or home by using electronic technology and this has resulted in conceptualization of virtual banking”.

TRADITIONAL BANKING Vs E-BANKING

In traditional banking, the customer has to visit the branch of the bank in person to perform the basic banking operations viz., account enquiry, fund transfer, cash withdrawal etc. The brick and mortar structure of a bank is essential to perform the banking functions.

On the other hand, E-Banking enables the customers to perform the basic banking transactions by sitting at their office or at homes through PC or LAPTOP. The customers can access the bank’s website for viewing their account details and perform the transactions on account as per their requirements. Thus, today’s banking is no longer confined to branches. Customers are being provided with additional delivery channels which are more convenient and are cost effective to the banks. This has resulted in shrinking of geographical boundaries, easy reach to the clientele, reliable and secure services. The E-Banking services are:

	Automated Teller Machine

Plastic Card Currency

Internet Banking

Electronic Clearing Services


	Cheque Truncation

Mobile Banking

E-Payments

E-Remittances




Automated Teller Machines (ATMs)

ATM is a device used by bank customers to process account transactions. ATM has brought innovations in the banking sector all over the world.  The customers are no more dependent on the brick and mortar branch of a bank since the advent of the ATM has made the concept of “24*7=365 Days Banking” a reality. The branch business timing have lost significance to the customer after the introduction of ATM. ATMs have thus come to occupy a key component of retail channel strategy adopted by the banks worldwide . ATM is also known as ‘Automated Banking Machine’, ‘Cash Machine’, ‘Cash Dispenser’, ‘Automatic Teller’, or ‘Money Machine’.

History of ATM

The earliest model of ATM was invented by Mr. Luther George Simian. The origin of ATMs can however be traced back to June 1967 when Barclays Bank installed the first cash dispenser manufactured by Burroughs in the UK. Chemical Bank installed the first ATM in 1969 at its branch in New York using a coded card for dispensing a set sum of money. In 1971, Don Wetzel introduced a more advanced ATM and where payment of cash, acceptance of cash, and transfer of money to different accounts was possible.

	 Phases of ATMs
	
Functions

	First Generation  
	Basically dispensed cash and offered limited banking functions.

	Second Generation  
	Use of micro computer technology, technical improvements and significant reduction in cost.

	Third Generation
	ATMs were configured to suit the specific requirements of the banks and also permitted up gradation as and when new technology emerged.

	Fourth Generation
	ATMs graduated to systems based on PC’s and thus could support a wide range of services.

	Fifth Generation
	Open Web-Enabled ATMs, delivery of wide range of bank products and services, integration of ATM channel with the other retail banking delivery channels.


ATMs in India
HSBC installed the first ATM in 1987 at Calcutta. Indian Bank was the first public sector bank to install an ATM in India. These were all stand alone ATMs. In February 1977, the Indian Banks Association promoted a network of ATMs in Mumbai called ‘SWADHAN’ providing facility of cash withdrawal at ATMs of any of the member banks.

FIGURE 1.1
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1. ON-SITE and OFF-SITE ATM

              
            On-Site ATM - located within the bank premises

        

 Off-Site ATM - located in public places like airports; railway stations etc

2. STAND ALONE and NETWORKED ATM

ATMs which are not linked to the hub of the bank is stand alone. This concept is almost defunct now. Modern day ATMs are not only linked to the branch where the customer maintains his account but linked to the various cities across the country. This enables a customer to draw cash from ATMs that are outside the city limits of the branch where he maintains the card.

3. DIP CARD and MOTORIZED ATM

Dip card ATMs are those where the customer is required to just dip the card in the dip slot and take it back to do the transaction. The ATM machine senses the inscription and then allows the customers to proceed. In Motorized ATM, the customer has to insert the card and start the operations by keeping in the PIN (Personal Identification Number). The card goes into the machine and comes back only after the transactions are over. Dip card allows only one transaction at a time whereas in a motorized one, multiple transactions can be effected.

4. FRONT LOADING and BACK LOADING ATM
The ATM has to be fed with cash at regular intervals so that it can dispense with the needs of the client. In loading of cash there are two types. When the shutter of the ATM room is closed and the operation of loading cash is carried on, it is front loading. On the other hand, the loading which is done from behind the ATM is back loading.

 TOUCH SCREEN ATM

Some of the ATMs come with a touch transaction with a finger on the screen and the machine will process the transactions accordingly. The sensor generally has an electric current or signal going through it and touching the screen causes a voltage or signal change. This voltage changes used to determine the location of the touch on the screen and accordingly the desired transactions get processed.

Chemistry of ATM

An ATM has two input devices and four output devices. The two input devices are: 

· Card Reader: Captures the account information stored on the magnetic strip on the back of the ATM/debit card or credit card.
· Keypad: Allows the card holder to tell the bank what kind of transaction is required and for what amount.

The four Output devices of an ATM are:

· Speaker: provides the card holder with auditory feedback.

· Display Screen: prompts each step of the transaction process.

· Receipt Printer: provides paper receipt of the transaction.

· Cash Dispenser: the heart of an ATM is the safe and cash dispensing mechanism. 3 trays are provided for storing currency notes of different denominations.

TABLE 1.1
India’s position vis-à-vis top players in terms of installed ATM’s 

	Country
	ATM’s per million population



	South Korea
	1649

	USA
	1297

	Japan
	1292

	India
	21


Source: Indian Banker, March 2006
Operation of ATM

For using an ATM, a customer requires an ATM card which is a plastic card magnetically coded and read by the machine. To use an ATM, the customer has to insert the card in the machine and quote his PIN (Personal Identification Number). After establishing the authentication of the customer, the ATM permits a customer to make entries and after processing the transaction, the machine performs the desired function. On completion of the transaction, the customer’s card is ejected.

Sensing Currency Notes

The cash dispensary mechanism has an electronic eye that counts each currency note as it exits the dispenses. All information pertaining to a particular transaction is recorded in a journal, a hard copy of which is maintained by the bank for 2 years. Besides the electronic eye that counts each currency the cash dispensing mechanism also has a sensor that evaluates the thickness of each currency. If two currency notes are stuck together or excessively worn, torn or folded then they are diverted to a reject bin.
Functions of ATM

The functions of ATM differ from bank to bank. The following features are generally available:

· Cash Withdrawal: Every bank has fixed a maximum limit of cash withdrawal per account per day. It ranges between Rs.10,000/- to Rs.15,000/-

· Balance Enquiry

· Mini statement: Details of last 5-10 transactions can be got.
· Cash Deposit: Special covers are available in the ATM wherein the card holder has to fill up the challan with necessary details like the denominations and key. The cover is dropped into the machine via a window provided in the ATM. The officials of the bank will retrieve the covers at the end of the day and credit to the card holder’s account.

· Transfer transaction: Transfer of amount from one account to another account within the bank is possible.

· Other Services: Request for cheque book, statement request, PIN change.

Economics of ATM

The cost of an ATM has come down from Rs.15 lakhs to Rs.9 lakhs. In addition a recurring cost of Rs.1 lakh per month has to be incurred. Hence around 180 transactions (called HITS) per day are required to break even. The cost of each transaction of the bank is Rs.60/- while it is only Rs.10/- if carried out through an ATM.

TABLE 1.2
Economics of ATM
	Name of the bank
	% of card based transactions

	UTI bank
	93%

	ICICI  bank
	50%

	HDFC bank
	80%

	Average for banking industry
	46.70%


Source: Indian Banker, March 2006
        The above table indicates that the UTI bank, HDFC bank and ICICI bank have a higher percentage of card based transactions that of the banking industry.

TABLE 1.3

Value and Volume of Card Based Payments

                                                                      (Volume in thousand, Value in Rs. Crore)

	Year
	Volume 
	Value

	2003-04
	1862
	35,889

	2004-05
	3615
	77,267

	2005-06
	10453
	2,36,994


Source: Indian Banker, March 2006
Convenience of ATM’s to the customer and to the Bank

	To Banks
	To Customers

	· Less space required
· Capital expenditure lower compared to branch
· Lower transaction cost
· One more means for advertising bank’s products
· Bank staff get time for marketing
	· Convenience of shopping

· No need to visit branch for transaction

· AAA Banking – Anytime , Anywhere , Anyhow

· Fast and efficient service

· Good currency notes


SWOT Analysis

	STRENGTHS
	 WEAKNESSES

	· Cost effective transaction

· Better reach

· Brand visibility

· Round the clock availability

· Quicker transaction

· Networked to centralized database enabling online updating

· Provides fillip to increase Bank Customer Base
	· Cost of ATM machine

· Limited cash dispensing ability

· Lack of human interface

· Waiting time not completely eliminated

	OPPURTUNITIES
	THREATS

	· Platform for cross selling of financial product

· Value added services like mobile phone pre-paid recharging, giving donations etc

· Shared ATMs to reduce cost and to maximize reach

· Mobile ATMs to reach remotely located customers

	· Security concerns

· Software bugs

· Lower brand loyalty


TABLE 1.4

Branches and ATM’s of Commercial Banks
	Sl. No.
	 Name of Bank
	  Total no.              of        branches
	ATM On-Site
	ATM Off-Site
	Total
	% of Off-Site ATM to total ATM's

	
	
	
	
	
	
	

	1
	Nationalized Bank
	34012
	4812
	2853
	7165
	32.84

	        
	Corporation Bank
	794
	322
	579
	901
	64.26

	
	Canara Bank
	2551
	745
	70
	815
	8.59

	
	 PNB
	4028
	521
	179
	700
	25.57

	
	Bank of Baroda
	2687
	479
	155
	634
	24.45

	
	Union Bank of India
	2095
	331
	142
	473
	30.03

	
	Others
	21857
	2414
	1228
	3642
	50.86

	2
	State Bank Group
	13831
	1775
	3668
	5443
	67.39

	
	SBI
	9143
	553
	3074
	3627
	84.75

	
	Others
	4688
	1222
	594
	1816
	32.07

	3
	Other public Sector Banks
	
	
	
	

	
	IDBI
	173
	135
	241
	376
	64.1

	4
	Old Private Sector Banks
	4566
	1054
	993
	1547
	31.87

	
	 Federal Bank
	466
	153
	167
	320
	52.19

	
	Karur Vysya Bank
	243
	133
	47
	180
	26.11

	
	J & K Bank
	435
	113
	60
	173
	34.68

	
	South Indian Bank
	424
	75
	70
	145
	48.28

	
	Others
	2998
	580
	149
	729
	20.43

	5
	New Private Sector Banks
	1950
	2255
	3857
	6112
	63.11

	
	ICICI Bank
	557
	703
	1506
	2209
	68.18

	
	Kotak Mahendra Bank
	78
	456
	1453
	1891
	75.89

	
	HDFC
	515
	658
	665
	1323
	50.26

	
	Others
	800
	432
	251
	689
	36.43

	6
	Foreign Banks
	289
	232
	648
	880
	73.64

	
	Citibank
	39
	39
	349
	388
	89.95

	
	HSBC
	43
	62
	103
	165
	62.42

	
	Others
	177
	131
	196
	327
	59.93

	
	
	
	
	
	
	

	
	TOTAL
	54791
	10263
	11260
	21523
	52.31


   Source: IT Digest, January 2006
PLASTIC CARD CURRENCY

Electronic payment is an integral part of electronic commerce. Plastic cards also known as plastic currency involving electronic device in their functioning which gains popularity as a convenient mode of payment. The goal of online commerce has been to develop a set of payment methods which are widely used by consumers and widely accepted by the merchants and banks. The biggest push to the economy will be the increased plastic usage which will ensure a trail of the transaction, and will ooze the parallel black economy market.

Evolution of cards in India

The pioneer in the Indian field is the Citibank’s Diner’s Club Card which was introduced in 1969. Andhra Bank is the first nationalized bank to introduce credit cards along with Vijay bank.

The Mercantile Credit Corporation Ltd Mercard came in 1986. Canara Bank made later entry into the credit card business in 1987 and Bank of India issued its   India card in 1988. Among the foreign banks the ANZ Grindlays Bank came with Visa Classic Cards by 1989 followed by Citibank and Hong Kong bank. Currently 54% of India’s population is under 25 years of age and as they become consumers, the use of plastic will rise. The National Council for Applied Economic Research has predicted that the upper-middle to high income households will grow from 53 million households (28%) in 2002 to 107 million households (48%) by 2010. This translates to some 570 million individuals who are expected to use the plastic cards widely.

FIGURE 1.2

KINDS OF PLASTIC CARDS
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· Credit Card: Credit card is a source of revolving credit. It enables the cardholder to obtain goods or services from merchant establishments. The outstanding amount on account of use of the credit card is payable   over a specified period which carries a fixed amount of interest also. 

· Debit Card: A debit card is also a payment card used to obtain cash, goods and services automatically debiting the payments to the card holder’s bank account instantly, in which credit balance exists.

· Smart Card: Smart card contains real value in the form of electronic money which someone has paid for in advance, some of which can be reloaded with further funds or which can connect to the card holders’ bank account (on-line) for payment purposes e.g. Pre-paid cellular phone cards with stored value.
· Gold Card: It is a type of credit card aimed at more affluent                                                                                                                                                                       or high net worth customers and VIPs.

· Kisan Credit Card: Kisan Credit Card is a smart card which carries personal details about the farmer, his landholding, credit worthiness, loan details, repayment details etc. The bank branches / merchants will be provided with smart cards readers to do transactions on these cards.

· Switch Card: It is an electronic debit card which enables holders to make payments at retail outlets. The payments are charged directly to the retailer’s bank account from the card holder’s bank account. It is an extension of the debit card.

· E-Purse: The electronic cards have the provision for use of different types of accounts of the user. This facility is known as Electronic Purse each having storage of separate amount.  

· E-Cash / E-Money: The card holder can load the funds into a card for use in the form of cash that could be used for meeting various kinds of requirements after authorization through PIN.
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Source: RBI, Annual report (2006)

TABLE 1.5

      Card Based Payments

	Type of cards
	Volume of transactions
	Value of transactions

	
	2003-04
	2004-05
	2005-06
	2003-04
	2004-05
	2005-06

	Credit  
	1,00,179
	1,29,472
	1,32,242
	17,663
	25,686
	34,695

	Debit  
	86,379
	2,32,045
	9,13,077
	18,513
	51,580
	2,02,300


Source: RBI, Annual report (2006)

SWOT Analysis

	STRENGTHS
	 WEAKNESSES

	· Deposit access/credit access product

· Convenient mode of carrying money

·  Payment of utility bills - telephone  bills, shopping  bills, school fees etc  

· Cost effective

· Access to bank account all 24 hrs a day and 7 days a week

· Pride satisfaction and enhanced status of a individual holding a card


	· High infrastructure

· Slow adopters to plastic currency

· Perceived notion that plastic currency/cards is not safe

	                   OPPURTUNITIES
	 THREATS

	· Facilitates E-Commerce in a big way

· Volumes will multiply revenue streams for the players in the market

· Goal of on-line commerce will become a reality  
	· High risk product possible E-Crimes

· Legal issues incase of misuse by hackers


INTERNET BANKING SERVICES

Internet banking is the latest in the series of technological wonders in the recent involving use of internet for delivery of banking products and services. The second Rangarajan Committee constituted in 1988 drew up a detailed perspective plan for computerization of banks and for extension of automation to other areas like Funds Transfer, E-mail, Banknet, Swift,   ATMs, Internet banking etc.

Internet banking products and services can be divided into two parts namely:  

 I)  Internet banking services for customers

II) Internet banking for effective E-Payments and E-Remittances

Internet banking services can be categorized into three levels:

· The basic level service is the banks websites, which disseminate  

Information on different products and services offered to customers and members of public in general. It may receive and reply to customers queries through e-mail.

· In the next level are Simple Transactional Websites which allow 

                       customers to submit their instructions, applications for different  

                       services, queries on their account balances, etc, but do not permit any

                       fund-based transactions in their accounts.

· The third level of internet banking services are offered by Fully Transactional Websites which allow the customers to operate on their accounts for transfer of funds, payment of different bills, subscribing to other products of the bank and to transact purchase and sale of securities etc. These forms of internet banking services are offered by traditional banks, as a method of serving the customers or by new banks who deliver banking services primarily through internet or other delivery channels. Some of these banks are known as ‘Virtual Banks’, ‘Internet-only Banks’ and may not have any physical presence in a country despite offering different banking services.

A study on the use of internet banking by RBI indicated that there were only 1% online users in 1998. This was increased to 16.27% in March 2000. The online population has increased from just Rs.5 lakhs in 1998 to Rs.50 lakhs in 2000. By 2015, the online population is expected to touch Rs.7 crores. IT services are $1.5 billion industry in India growing at a rate of 55% per annum. Keeping in view all the above developments, internet banking is likely to grow at a rapid pace and most banks will enter into their area soon.

The data drawn from a survey of commercial bank websites indicated the following:
TABLE 1.6

Adoption Rates and Classification of Internet Banking Websites

	Banks
	No. of banks
	No. of banks with websites
	Entry level of websites
	No. of internet banks
	Internet banks as a % of banks in category
	Partly trans-

actional
	Fully trans-

actional

	Private sector banks
	29
	26
	12
	14
	48.3
	7
	7 (24.1)

	New
	8
	8
	0
	8
	100.0
	3
	5 (62.5)

	Old
	21
	18
	12
	6
	28.6
	4
	2 (9.5)

	Public sector banks
	27
	27
	13
	14
	51.8
	11
	3 (11.1)

	SBI Group
	8
	8
	4
	4
	50.0
	3
	1 (12.5)

	Nationalized banks
	19
	19
	9
	10
	52.6
	8
	2 (10.5)

	Foreign banks
	33
	32
	27
	5
	15.2
	1
	4 (12.1)

	All banks
	89
	85
	52
	53
	37.1
	19
	14 (15.7)


Source: Indian banker, March 2006 and websites of individual banks

Figures in brackets denote the percentage of number of fully transactional  
SWOT Analysis

	 STRENGTHS


	 WEAKNESSES

	· Lower cost per transaction

· Reach 

· Minimum physical infrastructure

· Round the clock availability

· Convenient banking

· Account integration for single relationship view

· Waiting time eliminated

· Information gateway
	· All transactions are not possible

· Slow adopters to internet banking

· Lack of human interface 

· Poor penetration of internet in India



	OPPURTUNITIES
	 THREATS

	· Platform for cross selling

· Value added services like ticket reservations

· Virtual banking
	· Security concerns

· Lack of strong trust environment

· Perceived notion that internet is not a safe place to conduct

· Not accessible to masses


Electronic Clearing Services (ECS)

ECS  (credit  clearing)  is  a  mode  of  payment  whereby  an  institution  makes  a large number of payments like interest, dividend, salary, pension to a large number of investors/share holders/employees/ex-employees and can make the payments electronically instead of issuing paper warrants. There is no value limit for making ECS credit payments. ECS scheme became operational by RBI from 1996-1997.

RBI has also launched ECS-Debit for payment of telephone bills, electricity bills etc. Here a mandatory is taken from the customer who authorizes his bank to debit his account with the amount of bill advised by the utility companies. These companies send the bill particulars and amount to be recovered from the customers to the ECS centre and these debits are passed onto the concerned branches of banks where the consumer is maintaining his/her account. The maximum limit has been increased to Rs.1 lakh per transaction.



TABLE 1.7
Retail Electronic Funds Transfer System
	Type
	Volume of transactions

(thousands)
	Value of transactions

(rupees crore)

	
	2003-04
	2004-05
	2005-06
	2003-04
	2004-05
	2005-06

	ECS-Credit
	22654
	40051
	44216
	10228
	20180
	32324

	ECS- Debit
	7897
	15300
	35958
	2253
	2921
	12987

	EFT
	801
	2549
	3067
	17125
	54601
	61288

	Total
	31352
	57900
	83241
	29606
	77702
	106599


Source: Indian banker, March 2006         

       ECS credit is becoming very popular for crediting salaries, pensions and vendor payments. ECS credit has received a boost on account of CVC guidelines for prohibiting cash payments, cash transaction tax and also SEBI guidelines on payment of dividends.

Electronic Funds Transfer (EFT)

        RBI’s EFT system was a result of the Shere Committee recommendations of 1994. EFT has been defined as the series of transactions beginning with the remitter’s payment order to the remitting branch made for the purpose of making payment to the beneficiary. It has been introduced by RBI to help banks offering their customers, money transfer service from one account of any bank (including same bank’s) branch, to both inter-city and intra-city. The system is an improvement over the existing system of demand draft, mail transfers etc as funds are transferred on day 2.

Benefits  

· Inter-bank TT service

· Reconciliation is automatic

· Banks can make use of the EFT infrastructure for introducing new payment/cash management products to their customers

· Beneficiary gets the funds credited to his account within 24 hours. The scheme is available across the banks at 15 centres where RBI manages its clearing house.

 National Electronic Funds Transfer System (NEFT)

         National Electronic Funds Transfer System (NEFT) is an account to account funds transfer facility on the secure Structured Financial Messaging Solution (SFMS) platform available for the networked branches of the banks. NEFT became operational in November 2005. NEFT funds transfers are PKI (Public Key Infrastructure) enabled and hence highly secure. It has three settlements per day at 10:30 am, 1 pm and 3pm. NEFT at present is available in nearly 40 banks and over 3000 branches of banks and is expected to reach all the branches which are covered by Real Time Gross Settlement (RTGS). Once NEFT is stabilized, NEFT-Extended would be launched to reach the branches nearby to the networked branches so that rural facilitation of funds transfers on a T plus 1 basis is possible. NEFT like Real Time Gross Settlement (RTGS) uses the Indian Financial Systems Code (IFSC) for routing purposes. Each branch of the participant banks has a code which is similar to the SWIFT code.
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 Source: Indian banker, March 2006                                 NO 7 – Settlement
                                                                                        NO 4 – Settlement report
The NEFT, a deferred net settlement funds transfer system, addresses the lacunae which are faced in the Electronic Funds Transfer (EFT) and Structured Financial Messaging Solution (SEFT) system. The use of digital signatures under NEFT provides a legal basis for EFT under the Information Technology Act, 2000. With the implementation of the NEFT, the special EFT system in operation has been discontinued from January 2006.

Benefits

· NEFT offers very fast and efficient fund transfer facility to customers across different bank a branches who wants to remit funds from the account of one bank to the beneficiary in another bank.

· Cost of sending funds under NEFT is one third of the cost of DDs.

· Facilitates substantial savings in terms of TT discounting charges, postage, stationery etc.

· Faster funds transfer enables higher growth in capital and overall growth of economy of the country.
.  
Cheque Truncation System

Cheque Truncation means that the physical cheque is scanned at the bank of first deposit (presenting bank) and thereafter the electronic image of the cheque is used 

         by the paying bank to make payment. This system will replace the physical cheques with the electronic images throughout the clearing cycles
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CHAPTER II
REVIEW OF LITERATURE
Krummae (1985) explained the role of ATM cards, which has far reaching effects. The bank card functions were explained in detail particularly the different types of bank cards in the market place. These include ATM cards, cheque guarantee cards, debit cards and the like. Simultaneously the key concern on the bank management has also been discussed with some strategies.

Srinivasan (1990) stated that the ATMs operating in a few banks and also mainly in metropolitan cities are not going to make much of an impact. Further ATMs are mainly confined to the foreign bank branches, which pioneered the ATM revolution in the country in the first place. The main idea of joint ownership of the ATM was to make it more public by installing the machines at public places like railway platforms, bazaars, hospital, airports, gardens etc. 

Ramanathan.R.N. (2006) explained that the origin of ATMs can however be traced back to June 1967 when Barclays Bank installed the first cash dispenser manufactured by Burroughs in the UK. The race commenced when just forty-eight hours later, National Westminster Bank commissioned a machine manufactured by Chubb. Since then, there have been rapid developments both in ATM hardware and software. Hong Kong and Shanghai Banking Corporation installed the first ATM in India in 1987 at Kolkata. Indian Bank was the first public sector bank to install an ATM in India. These all were standalone ATMs.

Murali.S. (2006) stated that the ATM machine has brought innovations in the banking sector all over the world. The advent of the ATM has made the concept of “24*7-365 Days Banking” a reality. ATM is also known as ‘Automated Banking Machine’, ‘Cash Machine’, ‘Cash Dispenser’, ‘Automatic Teller’ or ‘Money Machine’.  It is a device that allows customers who have an ATM card to perform routine banking transaction without interacting with a human teller. The ATM allows a customer to withdraw cash up to specified amount by operating the machine via a magnetic card to a host computer.

The article “A to Z of ATM” (2006) states that although ATM machines were originally developed as cash dispensers, they have evolved to include many other bank-related functions. In future, efforts are on to manufacture ATMs that could be supplied around Rs.2 lakhs. This would help in taking the ATM to the rural areas of the country. To suit the rural people and also additional security device innovations are being made in the form of using camera inside the ATM which could picture the client and compare with his records or use thumb impressions of the client for identification, etc. Even speaking ATMs are on trial and if introduced it would identify the client on recognizing his voice. 

Taylor (2003) analyzed that India is one of the world’s lowest users of ATMs. He says that people still prefer cheque and cash transaction. He pointed out that the world wide installed base of ATMs over 1.1 million units. In India from a small installed base of 500 ATMs in 1998, it has grown to nearly 7500 ATMs. He also expressed that ATM penetration in India only 7 ATMs per million, while in case of developed countries such as in USA, it is 1200 ATMs per million. In China, 44 ATMs per million, Thailand 100 ATMs per million and Philippines 60 ATMs per million.  

In the article “ATM – A Convenient Banking” (2006) states that the ATMs have come to occupy a key component of retail channel strategy adopted by the banks worldwide. As a self service channel banks have delivered exceptional customer convenience deploying ATMs. In the Indian situation, the public sector banks are implementing their technology blueprint by networking their branches. Their customers have started experiencing the transition from being “a branch customer” to becoming “a customer of the bank”, thanks to the Core Banking Solutions which are under implementation. 

The article “Progress in ATM technology” (2007) analyzes the role of Information Technology and ATMs in transforming the Indian Banking Industry. The banking system occupies an important place in a nation’s economy. The role of commercial banks becomes important in a planned or developing economy like India. The Indian Banking today has become more complex and the sector is undergoing a rapid change in order to face the challenges posed by new developments triggered by the entry of private and foreign banks. The technology has influenced every aspect of banking system. As on March 31, 2005, public sector banks had incurred an expenditure of Rs.9487 crore on computerization and development of communication and development of communication network.

Shacklett and Mary (2004) focused on several technology innovations aimed at improving ATM technology. Deployments of ATM with automated deposit features in UK and US information on the Trible DES Encryption formula, an ATM standard required by Visa and Master card by 2005, key issues addressed by ergonomic designs on ATM.

Manoharan.B. (2007) stated that the banking industry was the first major non-military sector of the world economy to be computerized. The technology has influenced every aspect of banking system. With the development of technology and advent of internet, customer’s expectations of service and products have risen to greater heights. In the present banking services, at the flick of the card the customer can get cash from an ATM and if the ATM is in a shared network, it is even better because then the customer need not hunt for our bank’s ATM. 

The article “ATM Safety and Security Tips” (2003) has presented the information on the brochure ATM safety and security for America’s community bankers and dangers of ATM. It also considered for purchasing purpose used ATM as an option for community bankers that find the costs of obtaining and maintaining ATM machines daunting, price range of an ATM, and providers of refurbished ATMs.

Karen Tandy (2005) stated that the prepaid ATM banking cards are increasingly being used to launder profits from crime out of the US. He   analyzed the security weaknesses using input from sixteen federal agencies, and said smuggling cash in bulk remains the most popular method of money laundering. Further he noted that the increasing use of prepaid cash cards can be purchased anonymously at retail and check-cashing stores across the nation has further aggravated such money.

Roopeshwarakumar (2000) suggested that the facilities provided by the banks for ATM cardholders are not up to the expectation. It is therefore suggested to add some more facilities. The use of ATM and its facilities was low among the consumers belonging to low level income group, school level educated people, female, and married. To increase the use of ATM, number of steps like reduction in initial balance, issue of hand bill, brochures etc., need to be adopted.

Bill Gates (1994) remarked that the banks were “Dinosaurs”, since it is more and more believed that advances in technology will lead to the demise of banks, atleast in the form, as we know them today. In America, banks and thrifts, building societies now have 28% of the financial services market. This is half of what they had 20 years ago. The spread of information technology and the dramatic advances in financial theory have made it cheaper for big companies to raise money in the capital markets than from banks.

Hilmi Yahaya (2005) says that the chip-based card has succeeded in stamping out the problems of thefts from ATMs of local banks in Malaysia. Since its introduction in 2003, there had been no theft using the chip based ATM card. Criminals were unable to breach the security safeguards in the card. The uses of the card were good if not for the misuse of the card by friends who knew the cardholder’s personal identification number (PIN). When cards with magnetic tape were used between 2001 and 2003 there were 11,800 ATM thefts involving losses amounting to Rs.16.8 million. So he suggested the Smart card to eliminate ATM fraud in Malaysia. 

According to Siva Rama Prasad.P. (2005) today the overall economic conditions remain challenging. There is a need to focus on managing cost efficiencies and profit increase. A large number of ATMs have already been installed by the commercial banks throughout the country.  The ATMs are emerging as the most useful tool to ensure “Any-Time Banking” and “Any-where Banking” or “Any-Time Money”. An ATM costs anywhere between Rs.8 – 10 lakhs. The present and future technology comparisons of ATMs are:

	Today’s ATM
	Future ATM

	Multi-Lingual
	Personalization

	Web Enabled
	Campaign Management

	Bill Payment
	Biometrics

	Mobile Recharge
	Biometrics

	Ticketing (Railways)
	Ticketing (Airlines)

	Advertisement
	Wireless

	Fund Transfer
	Shared Network Model


The article “Is ATM Cost Effective?” states that the costing has become an area of crucial significance as never before in today’s fast changing banking scenario. The cost to income ratio should be kept at minimum possible levels reducing overheads on an on-going basis but without adversely affecting the quality of services. Optimum use of modern telecommunication networks like SWIFT, E-Mail, Video Conferencing, Centralized bulk purchase of stationery etc helps in the cost cutting efforts of banks.

Caligaris and Emilio (2004) analyzed that the techniques employed to prevent fraud and improve security of ATM in Australia, which includes installation of video surveillance, cameras, regular inspection of ATM by bank operation teams to detect malicious modification to the terminals, advantages of upgrading both ATM and continuing education of key staff.
Aravindan (2003) pointed out that in the last couple of decades the banking industry has undergone a deep change in its services. One of the major strides was the introduction of the ATMs, and this facility helps people carry out their banking transaction, irrespective of the place and also removes fear of robbery among customers.  

Gupta.S.C. (2005) remarked that the internet banking involves use of internet as a medium of communication for accessing and utilizing host of banking and financial service. The customer’s demand for personalized service and the concept of “Anywhere and Anytime banking” has made “Internet Banking” as one of the primary delivery channel available to present day customers. Advantages of Internet banking for a customer include convenience, round the clock accessibility, instantaneous transactions, and single window view of all accounts with drill down features etc. Internet banking is a customer delight which fulfills most of these aspirations.                   

In the views of Anand.S. (2006) internet banking is the latest in this series of technological wonders in the recent past involving use of internet for delivering of banking products and services. Internet Banking is changing the banking industry and is having the major effects on banking relationships. Internet Banking is increasingly becoming a “need to have” than a “nice to have” service. The net banking, thus, now is more of a norm rather than an exception in many developed countries due to the fact that it is the cheapest way of providing banking services. As more banks succeed online and more customers use their sites, fully functional online banking will become like a common place just as Automated Teller Machines.

In the views of Pooja Malhotra (2006) internet banking has already become very popular in the industrial and technologically advanced countries due to its numerous advantages to customer and banks. Most of the bank business is done  with the help of electronic gadgets including computers in these countries. This has resulted in the improvement of productivity and efficiency of the industry on the one hand and the improvement in the quality of services to consumers on the other. 

The article “Internet Banking in India – Emerging Issues and Challenges” (2006) is a study on the banking industry in India facing unprecedented competition from non-traditional banking institutions, which now offer banking and financial services over the internet. In India only 55% are ‘entry level’ sites, offering little more than company information and basic marketing materials. At present around 5 million customers have registered for Internet banking services with banks in India. Internet banking therefore enables a customer to do banking transactions through the bank’s website in the Internet. This is also called ‘Virtual Banking’, or ‘Net Banking’, or ‘Anywhere Banking’. It is more or less like bringing the bank to your computer, at the place and time of your choice. It is a term used for performing transactions, payments etc over the internet through a bank’s secure website.

In the article “Internet Banking – Changing Vistas of Delivery Channel” (2005) states that with consolidation of banks and technology upgradation of the banking platform. Internet banking is bound to grow leaps and bounds and will emerge as the most popular Banking delivery channel, within the next few years. With greater emphasis been laid on E-governance, Internet banking channel will be a key-facilitator with about 40-50% of the total banking and financial transactions to be done through Internet. New generation private sector banks namely ICICI Bank, HDFC Bank etc., were pioneers in introducing Internet Banking in India.  They had the advantage of technology platform and did not have legacy systems.  

       Murugaiah.V. (2006) stated that the Internet banking removes the traditional geographical barriers as it could reach out to customers of different countries/legal jurisdiction. It has added new dimension to different kinds of risks traditionally associated with banking and throwing new risk control challenges. It poses a strategic risk of loss of business to those banks who do not respond in time, to this new technology, being the efficient and cost effective delivery mechanism of banking services.

         In the article “Indian Banks Moving towards Innovation” (2006) states that the tremendous advances in technology and the aggressive infusion of information technology had brought in a paradigm shift in banking operations. Internet Banking means that the banking services such as services and products introduction, loan application, account balance enquiry, fund transfer and so forth are provided by a bank through the internet. Internet provides an ever-growing market both in terms of number of potential customers and geographical reach. Technological development has made access to internet both cheaper and faster. Internet offers a unique opportunity to register business presence in a global market. The quality of service is a key feature of Internet Banking venture.

Ram.C.N. (2006) remarked that one the most significant developments in the past 5 years has been the rapid expansion of mobile technology and its widespread use in India. The mobile service providers have cut a swath across the populace of India and its geography. For starters, people have become very familiar to techniques like SMS. SMS was used to make information and transactions available to discerning customers. The major advantage of mobile devices is their indispensability to the owner. Tomorrow’s mobile is veritably a computer. Banks can also use the mobile for increasing the efficiency of their staff, create a platform for better customer service, and considerably deepen their relationship with their customers.

In the views of Paulraj.T. (2007) mobile banking can be defined as conducting bank and stock market services, administering accounts and accessing customized information through hand held electronic communication devices like mobile or cellular phones. It is also referred to as Wireless Banking, SMS-Banking, M-Banking. The mobile banking technology enables the customers to pay the bill, to make account balance, account statement enquiries, cheque book requests, to transfer funds between accounts, to check credit/debit and minimum balance, to get minimum balance alerts, to request for recent transaction history and interest rates/exchange rates, and to new product announcements on their mobile itself.

The article “Mobile Banking-Right Call for Financial Inclusion” (2007) states that the financial inclusion is a term for delivering banking services at an affordable cost to vast sections of disadvantaged and low-income group. The banks in India have already started offering mobile banking services like alerts, stock market trends and SMS based services, for which, they charge a nominal fee. Analysts say that the mobile banking costs 30% less than the traditional banking methods. The technology encourages customers to carry out their basic banking functions without going to the branches. The RBI governor Y.V.Reddy said that the mobile telephony makes the financial transactions quicker, safer and cheaper. He further added that the RBI would consider using mobile technology for financial transactions provided there are enough safeguards. 

In the views of Anantha Bhaskar.P.V. (2006) in the present day banking, total automation of banking operations is an imperative need for all banks to attract more customers, provide efficient service, survive in the competition, apart from the profit motive which is the primary objective of business. In order to achieve the goals of business, various channels of communication to customers have to be developed through technology. ‘Mobile Banking’ is one of the best alternative channels available to customers for quick, correct and efficient service at anytime and anywhere.

The article “Mobile Banking- A Tool for Channel Migration” (2006) observes that ever since the era of globalization of the economy and the liberalization started there has been a phenomenal change in the technological development in the country. In order to save time and to concentrate more on marketing and selling, banks have to adopt alternate channels like “Phone Banking”, “E-Banking”, “Internet banking”, ATMs and Mobile Banking etc. it is a mobile service to have information all the 365 days at anytime, anywhere about his account. At present, the new private sector banks like ICICI Bank, UTI Bank, HDFC, Centurion Bank, Bank of Punjab ltd, IDBI Bank, Kotak Mahendra Bank are providing the ‘Mobile Phone Banking’ services to the customers.  

Chopra.V.K. (2006) states that the payment infrastructure in our country has been undergoing continuous and significant transformation in the recent years, which paved way for introduction of several electronic payment systems. Information and Network Technologies have ushered in capabilities to operate in a scenario where one can affect an instantaneous remittance/payment and settlement therefore. The Income Tax Department introduced the novel system for payment of taxes called Online Tax Accounting System (OLTAS) effective from 1st June 2004. This system has not only simplified the procedure for payment of taxes by the common tax-payer but also brought about several breakthroughs in accounting and monitoring mechanism of direct tax payments in the country. Online Tax Accounting System  is a totally technology driven payment mechanism devised consequent to painstaking efforts by Income Tax Department, Finance Ministry and the Banking fraternity. 

   CHAPTER III
RESEARCH METHODOLOGY

The methodology adopted for the present study is discussed under the following heads:

i)   Area of the study 

ii)   Selection of the sample 

iii)   Data base of the study 

iv) Period of study

v) Tools of analysis

vi) Limitations of the study

i)    Area of the study 

               The present study was conducted in Coimbatore city. Coimbatore is the largest city in Tamilnadu, with a population of more than 15lakhs. The city is situated on the banks of the river Noyyal. The city is also known for its entrepreneurship of its residents. Banking sector plays an important role in Coimbatore. The total ATM counter in the Coimbatore city is currently about more than 100 (approximately). The locale of the study was confined to Coimbatore city limits on the grounds of easy to data and time constraint.

     ii)   Selection of the sample 

               The total sample consisted of 100 E-Banking service providers in urban areas, who were using public and private banks E-Banking services in Coimbatore city. The samples were selected by adopting purposive sampling technique, since not all E-Banking service providers were willing to supply the required information. Hence, the investigator approached only those members who were willing to cooperate and supply the required information. 

iii)  Data base of the study 

The present study is based on primary data. Administering on interview schedule to the selected respondents the required information was collected. The interview schedule was first pre-tested to check for clarity and specificity and the necessary modification were made on the basis of the experience gained during pre-testing. The finalized schedule used in the study is giver in Annexure-I.

iv)  Period of study

             The field investigation and data collection for the study were carried out during the period from November 2006 to January 2007.

v)   Tools of analysis 

            Data collected were tabulated and analyzed for the purpose of giving precise and concise information. The following quantitative techniques were applied: 

a) Chi-square test

b) Garrett Rankling technique 
c) Discriminant Analysis
a)  Chi-square test

                 The chi-square was used to determine to see if there was any association between E-Banking service providers and selected socio-economic variable.

       The Chi-square (χ²) Value was calculated from the formula: 

                           
χ² = Σ (O-E) 2 





   E

  Where 

‘O’ is the observed frequency in each category and 

 E = expected frequency in each category

 The degrees of freedom are given by (c-1) (r-1) 

   Where,

‘C’ denotes number of columns and ‘r’ denotes number of groups. The obtained value is compared with the critical value at the given degrees of freedom to draw inference about the sample. (Gupta, 2005).

b) Garrett Ranking Technique

             To determine the order of criteria of the satisfaction on ATM facilities, the respondents were asked to rank the various criteria according to their preferences. To determine the problems while operating ATM machines, respondents were asked to rank the various problems faced by ATM machines according to their opinion. The ranks were finest converted into percent position by using the formula:  
Percent position = 100(R-0.5)
                                                                             N
Where,

        R is the rank given by the respondents

        N is the number of items ranked from these percent positions, the individual scores were  determined on a scale of 100 points by using Garrett’s Rating Scale. 
c) Discriminant Analysis

         Discriminant Analysis was used to find out what distinguishes public banks respondents from private banks respondents in respect of selected socio-economic variables. The linear form of the function is as follows: 
                                   Zj = l1X 1+ l2X 2+ l3X3+ l4X4+ l5X 5+ l6X 6 

Where, Z = total discriminant scores for the public banks respondents and private banks Respondents 

           X 1 = age of the respondents in years;

           X 2 = sex of the respondents, dummy value 1 for Male; 2 for Female;

           X3 = Marital status, dummy value 1 for unmarried; 2 for married; 3 for

                  widow and 4  for divorce; 

           X4 = Educational status, dummy value 1 for illiterate; 2 for primary; 3 for 
                   middle; 4 for high school; 5 for higher secondary; 6 for collegiate 
                  and  7 for professionals;

           X5 = Occupation level, dummy value 1 for business; 2 for government 
                   employees; 3 for professionals; 4 for other occupations;

               X 6 = Income of the respondents in Rs per month;

vii) Limitations of the study
1. It is a micro level study. Thus the findings of the study may not be 
            applicable for macro level.

2. The study was based on primary data. Hence, the inadequacies of primary data also hold here.

3. Due to limited time, money and other limitations, the study could cover only small number of respondents in urban area.  

CHAPTER IV

RESULTS AND DISCUSSIONS

The results of the present study are presented and discussed under the following heads:

I. Socio-Economic profile of the respondents

II. Bank profile of the respondents

III. Awareness and usage of ATM

IV. Awareness and usage of Anywhere Banking

V. Awareness and usage of OLTAS 

VI. Awareness and usage of Mobile Banking

I. SOCIO-ECONOMIC PROFILE OF THE RESPONDENTS

Usage of E-Banking services mainly depends on socio-economic and occupational background. The customers using E-Banking services may differ with regard to their bank, sex, age, marital status, education qualification, income level etc. Hence, the present section highlights the general characteristics of the respondents.  For concise presentation of the information collected, the respondents were classified on the basis of E-Banking service providers. For the purpose of analysis, E-Banking service providers are divided into two types: public sector banks E-Banking services and private sector banks E-Banking services.

TABLE 4.1

CLASSIFICATION OF RESPONDENTS REGARDING 

E-BANKING SERVICE PROVIDERS

	E-Banking Service Providers  
	No. of respondents
	Percentage (%)

	i.  Public Sector Banks

ii. Private Sector Banks
	77

23
	77

23

	Total 
	100
	100


   Source: Based on primary data

In the above table, among the 100 E-Banking service providers surveyed 77 percent were using public sector banks E-Banking services and 23 percent were using private sector banks E-Banking services.
4.2 Age of the respondents:

Age is the main factor that determines ATM services in both public and private banks. Table 2 gives the details regarding Age of the respondents.
TABLE 4.2

AGE OF THE RESPONDENTS

                                                                                               (Number stated)

	Age
	Public Sector Banks
	Private Sector Banks

	i.   Below 25

          ii.  25-35

         iii.  35-45

          iv. 45-55

    v. 55 & Above
	13 (16.8)

14 (18.2)

11 (14.3)

28 (36.4)

11 (14.3)
	4 (17.4)

9 (39.1)

4 (17.4)

4 (17.4)

2 (8.7)

	Total
	77 (100.0)
	23 (100.0)


 Figures in brackets denotes % to column total 

Source: Based on primary data
In the above table, in public sector banks, 16.8 percent of customers are in the age group of below 25; 18.2 percent are in the age group of 25-35 years and 14.3 percent are in the age group of 35-45 years; 36.4 percent of customers are in the age group of 45-55 years and 14.3 percent are in the age group of 55 & above years.  In private sector banks, 17.4 percent of customers are in the age group below 25 years; 39.1 percent in the age group of 25-35 years, 17.4 percent of the customers using E-Banking services are in the age group of 35-45 years and 17.4 percent are in the age group of 45-55 years and 8.7 percent customers are in the age group of 55 years above. 

4.3 Sex of the respondents:

           Sex as a personal variable was found to have a significant effect on E-Banking users.
TABLE 4.3
SEX OF THE RESPONDENTS

                          (Number stated)    

	Sex
	Public Sector Banks
	Private Sector Banks

	     i.   Male             

       ii. Female
	48 (62.3)

29 (37.7)
	14 (60.9)

9 (39.1)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data
In the above table, there are 62.3 percent of male respondents and 37.7 percent of female respondents using E-Banking in public sector banks and 60.9 percent of male respondents and 39.1 percent of female respondents using E-Banking in private sector banks. The table interpreted that the number of male respondents using E-Banking is more than female respondents in both public and private sector banks. 
4.4 Marital status

            Analysis of Table 4 shows, classification of respondents regarding their marital status.
TABLE 4.4
MARITAL STATUS OF THE RESPONDENTS

(Number stated)

	Marital status
	Public sector banks
	Private sector banks

	i.  Married

   ii.  Unmarried

           iii. Widow

  iv. Separated

   v. Divorcee
	56 (72.7)

19 (24.7)

2 (2.6)

-

-
	16 (69.6)

7 (30.4)

-

-

-

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data
          The study found that, in public sector banks, 72.7 percent of customers are married and 24.7 percent of the customers are unmarried; and also 69.6 percent of customers are married and 30.4 percent of respondents were unmarried in private sector banks. The marital status of the surveyed sample units revealed that married customers constituted a higher percentage of representation in both public and private sector banks.
4.5 Educational status
Educational status is an important socio-economic factor for analyzing user’s perception on E-Banking. Table 5 shows the educational status of the

respondents. 
TABLE 4.5

EDUCATIONAL STATUS OF THE RESPONDENTS

                                                                                                 (Number stated)

	Education level
	Public sector banks
	Private sector banks

	 i.   Illiterate 

ii.   Primary

     iii.   Middle

iv.  Secondary

      v.   Higher secondary

     vi.   Collegiate 

    vii.   Professional 
	-

-

-

7 (9.1)

4 (5.2)

56 (72.7)

10 (13.0)
	-

-

1 (4.3)

-

1 (4.3)

16 (69.7)

5 (21.7)

	Total
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data
               The above table shows the educational status of the respondents. It is found that 9.1 percent of respondents are secondary level, 5.2 percent are higher education level, 72.7 percent of the respondents are collegiate level and rest of the 13 percent of the respondents are professional graduates in public sector banks. The survey also found that 4.3 percent are middle level education, 4.3 percent are higher secondary level, 69.7 percent are collegiate level and rest of the respondents is professionals in private sector banks. From the analysis, the educational status of the respondents revealed that collegiate levels are more in both public and private sector banks E-Banking services.
4.6 Occupation of the respondents

Occupation status plays an important role on respondent’s perception in the E-Banking services.

TABLE 4.6

OCCUPATION OF THE RESPONDENTS

                                                                                                 (Number stated) 

	Occupation 
	Public sector banks
	Private sector banks

	         i. Business

      ii. Govt. employees iii. Professionals

        iv. Others
	5 (6.5)

30 (38.9)

13 (16.9)

29 (37.7)
	2 (8.7)

4 (17.4)

6 (26.1)

11 (47.8)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data
The above table reveals the occupations in public sector banks and it reveals that 6.5 percent of customers are business people and 38.9 percent of customers are government employees, professionals are 16.9 percent and rest of the respondents are 37.7 percent, which includes self employed and private company employees. In private sector banks, 8.7 percent of the customers are business people; 17.4 percent are government employees; 26.1 percent respondents are professionals and rest of the respondents are 47.8 percent. The occupational details found that a majority of the respondents are government employees in public sector banks and others (self employed and private company employees) in private sector banks.
4.7 Monthly Income of the respondents

            Income is an important factor for analyzing E-Banking services in the perception of E-Banking users.
TABLE 4.7

MONTHLY INCOME OF THE RESPONDENTS

                                                                                                 (Number stated)

	Income level (Rs)
	Public sector banks
	Private sector banks

	    i. Below 5000

      ii. 5000 – 10000

      iii. 10000 – 15000

    iv. Above 15000
	9 (11.7)

9 (11.7)

17 (22.1)

42 (54.5)
	2 (8.7)

3 (13.0)

2 (8.7)

16 (69.6)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data
The above table analyses the monthly income of the respondents. From the table, among the public sector banks 11.7 percent of the respondent have an income below Rs.5000; 11.7 percent have an income of Rs.5000 to 10000; 22.1 percent have an income between Rs.10000 to 15000 and 54.5 percent of the respondents have an income of more than Rs.15000. Among the private banks 8.7 percent of the respondents have an income below Rs.5000 per month; 13.0 percent have an income between Rs.5000 to 10000; 8.7 percent have an income between Rs.10000 to 15000 and 69.6 percent of the respondents have an income of more than Rs.15000. Analysis of respondents monthly income revealed that majority of the respondents have an income above Rs.15000 in both public and private banks E-Banking services.  
II. BANK PROFILE OF THE RESPONDENTS

The present section highlights the bank profile of the respondents.
4.8 Respondent’s Bank Account
           To analyze the present study, bank account is divided into two types: Savings Account and Current Account. 
TABLE 4.8

RESPONDENT’S BANK ACCOUNT TYPE 

                                                                                                 (Number stated)

	Type of A/c
	Public sector banks 
	Private sector banks 

	            i.  Savings A/c

           ii. Current A/c

       iii. Savings & Current A/c

        iv.  Savings & Term Deposit
	57 (74.0)

2 (2.6)

12 (15.6)

6 (7.8)
	18 (78.3)

-

1 (4.3)

4 (17.4)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total
Source: Based on primary data
The above table analyses the respondent’s bank account. The study reveals that 74.0 percent of respondents are having savings A/C; 2.6 percent are having current A/C; 15.6 percent are having savings and current A/C and 7.8 percent are having savings and term deposit A/C in public sector banks. Among the private banks 78.3 percent of the respondents are having savings A/C; 4.3 percent are having savings and current A/C and 17.4 percent are having savings and term deposit A/C. Analysis of bank account among the respondents revealed that most of the respondents are having savings A/C in both public and private sector banks. 
III.   AWARENESS AND USAGE OF ATM CARD

         To analyze the respondent’s opinion on the ATM services mainly depends on ATM card, frequency of using ATM card, convenience with ATM card, sufficient ATM centers etc.
4.9    No. of respondents having ATM card
              This table shows if the respondents have an ATM card or not.
  TABLE 4.9

NO. OF RESPONDENTS HAVING ATM CARD
                                                                                                  (Number stated)
	
	Public sector banks
	Private sector banks

	i. Yes

       ii. No
	76 (98.7)

1 (1.3)
	23 (100)

-

	Total 
	77 (100.0)
	23 (100.0)

	 Figures in brackets denotes % to column total

Source: Based on primary data   
	


     This table analyses that majority of the respondents have an ATM Card in public sector bank (98.7 percent) and in private sector bank (23 percent) have an ATM Card.

4.10 Frequency of using ATMs

            ATM cardholders use ATMs usually, occasionally, during emergency, salary or other times.
TABLE 4.10

 FREQUENCY OF USING ATMs

                                                                                                 (Number stated) 
	No. of times
	Public sector banks
	Private sector banks

	  i. Usually

          ii. Occasionally

      iii.  Emergency

            iv.  Salary

             v.  Others


	33 (42.9)

26 (33.7)

14 (18.2)

2 (2.6)

2 (2.6)
	9 (39.1)

8 (34.8)

6 (26.1)

-

-

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data

           The above table shows that in public sector banks 42.9 percent of the respondents use ATMs usually; 33.7 percent are using occasionally; 18.2 percent of the respondents use ATMs for emergency purpose; 2.6 percent are using ATMs for salary purpose and rest use ATMs during other times. In private sector banks 39.1 percent of the respondents use ATMs usually; 34.8 percent are using occasionally; 26.1 percent of the respondents use ATMs for emergency purpose.

4.11 Convenience with ATM card

             This table shows the convenience of doing banking transaction with ATM card. 
TABLE 4.11

CONVENIENCE WITH ATM CARD

                                                                                                 (Number stated)

	Convenience with ATM card 
	Public sector banks
	Private sector banks

	i. Yes

                     ii.  No
	75 (97.4)

2 (2.6)
	23 (100.0)

-

	Total 
	77 (100.0)
	23 (100.0)


 Figures in brackets denotes % to column total

Source: Based on primary data
           In public sector bank 97.4 percent respondents find it convenient to withdraw money with their ATM card and in private sector bank 100.0 percent respondents find it convenient to withdraw money with their ATM card.
4.12 Sufficient ATM centres

             This table shows the sufficiency of ATM centres in their area.
TABLE 4.12

SUFFICIENT ATM CENTRES

                                                                                                 (Number stated)

	Sufficient ATM centres
	Public sector banks
	Private sector banks

	  i. Yes

ii. No
	67 (87.0)

10 (13.0)
	19 (82.6)

4 (17.4)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total 

Source: Based on primary data
87.0 percent of the respondents have sufficient ATM centres and 82.6 percent of the respondents have sufficient ATM centres.

4.13    Introduction of ATMs
 This table shows that with the introduction of ATMs there is a 24*7 bank open at the doorstep.
TABLE 4.13

INTRODUCTION OF ATMs THERE IS A 24*7 BANK

                                                                                                 (Number stated)

	Introduction of ATMs
	Public sector banks
	Private sector banks

	  i. Yes

                  ii. No
	75 (97.4)

2 (2.6)
	23 (100.0)

-

	Total 
	77 (100.0)
	23 (100.00


Figures in brackets denotes % to column total

Source: Based on primary data
         This table analyses that majority of the respondents are happy about the introduction of ATMs 24*7 bank open at their door step.
4.14 Proper guidance of use of ATM card
          This table shows if the respondents can operate the ATM with proper guidance.
TABLE 4.14

PROPER GUIDANCE OF USE OF ATM CARD

                                                                                                        (Number stated)

	Proper guidance
	Public sector banks
	Private sector banks

	 i. Yes

ii. No
	75 (97.4)

2 (2.6)
	23 (100.0)

-

	Total
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data

In this table 97.4 percent of the respondents use the ATM card with proper guidance in public sector bank and 100.0 percent of the respondents use the ATM card with proper guidance in private sector bank
4.15 Security guard at all ATM centres

            Table 15 shows the necessity of security guards at all ATM centres.
TABLE 4.15

SECURITY GUARD AT ALL ATM CENTRES

                                                                                                 (Number stated)

	Security Guard
	Public sector banks
	Private sector banks

	 i. Yes

ii. No
	68 (88.3)

9 (11.7)
	17 (74.0)

6 (26.0)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data

          In this table 88.3 percent of the respondents think that there should be a security guard in all public sector bank ATM centres and 74.0 percent of the respondents think that there should be a security guard in all private sector bank ATM centres.

4.16 On-site or Off-site ATM

             This table shows the opinion the respondents if they think that the ATM being On-Site or Off-Site is better.

TABLE 4.16

ATM BEING ON-SITE OR OFF-SITE

                                                                                                 (Number stated)

	On-site or Off-site 
	Public sector banks
	Private sector banks

	On-site ATM

Off-site ATM

Both
	15 (19.5)

11 (14.3)

51 (66.2)
	3 (13.0)

3 (13.0)

17 (74.0)

	Total 
	77 (100.0)
	23 (100.0)


Figures in brackets denotes % to column total

Source: Based on primary data

         In this table majority of the respondents in both public sector bank (66.2 percent) and in private sector bank (74.0) think that ATM centres should be set up in On-site and Off-site ATM centres.

4.17 Holding of ATM card and PIN number safe

                  Table 17 shows if the respondents think that holding of ATM card and PIN number is safe.
TABLE 4.17

HOLDING OF ATM CARD AND PIN NUMBER IS SAFE

                                                                                                 (In percentage)

	Sl.No
	Particulars
	Public sector banks
	Private sector banks

	1
	Holding of ATM Card and PIN number safe

                           Yes 

                            No 
	75.3

24.7
	52.2

47.8

	2


	If No, Reasons:

Fear of others operating   

           Yes

           No

Fear of theft

             Yes 

              No

Fear of losing PIN number

                         Yes 

                          No 

Fear of misuse

                         Yes 

                          No          
	31.6

68.4

              31.6

68.4

              21.1

78.9

             15.8

84.2
	9.1

90.9

              36.4

63.6

               27.3

72.7

               27.3

72.7

	Source: Based on primary data

     The above table shows that, in public sector banks 75.3 percent of the respondents thought that holding of ATM card and PIN number will be safe and 24.7 percent thought that holding of ATM card and PIN number will not be safe. Among the private banks 52.2 percent of the respondents thought that   holding of ATM card and PIN number will be safe and 47.8 percent thought that holding of ATM card and PIN number will not be safe. The survey revealed that majority of the respondents thought that holding of ATM card and PIN number is safe in both public and private sector banks.

4.18 Networking of ATM

            This table shows the respondents opinion if the ATMs of all banks should be networked for better customer service.
TABLE 4.18

NETWORKING OF ATM                                                                                                            

                                                                                                 (Number stated)
Networking of ATM

Public sector banks

Private sector banks

Yes

No

77 (100.0)

-
23 (100.0)

-

Total 

77(100.0)

23(100.0)

 Figures in brackets denotes % to column total

  Source: Based on primary data

           In this table, majority of the respondents think that the ATMs of all banks should be networked for better customer service.  

 4.19 Problems of ATMs

           Respondents are facing various problems while operating ATM machines. They are lack of privacy, lack of safety, good currency notes, shortage of amount, non-functioning of machine, displayed invalid while typing actual PIN number. Problems faced by the respondents while operating ATM machines was assessed by asking the respondents to assign ranks to the problems and the ranks were then converted into percent position by using the formula:

Percent position = 100(R-0.5)

                                                               N
Where 

R is the rank given by the respondents  

 N is the number of items for which ranks are assigned. 

From the percent position, scores for each problem was computed through Garrett’s scale of 100 points. 

TABLE 4.19

RESPONDENT’S OPINION ON THE PROBLEMS FACED WHILE OPERATING ATM MACHINE

S.No 

Problems 

Public sector bank

Private sector bank

Average score 

Rank 

Average score           

 Rank
1

2

3

4

5

6       

Lack of privacy

Lack of safety

Good currency notes

Shortage of amount

Non-functioning of machine

Displayed invalid when typing actual PIN number

25.00

8.33

91.66

75.00

41.66

58.33

5

6

1

2

4

3

141.7

108.3

158.3

75.00

91.7

125.00

2

4

1

6

5

3

Source: Based on primary data

       The table shows that among the public sector respondents, the main problem of operating ATM machine was ‘Good currency notes’ (1st rank), followed by ‘shortage of amount’ (2nd rank), ‘displayed invalid when typing actual PIN number’ (3rd rank), non-functioning of machine (4th rank), lack of privacy (5th rank) and lack of safety (6th rank). Among the private bank respondents, the main problem of operating ATM machine was ‘Good currency notes’ (1st rank), followed by ‘lack of privacy’ (2nd rank), ‘displayed invalid when typing actual PIN number’ (3rd rank), ‘lack of safety’ (4th rank), ‘non-functioning of machine’ (5th rank), and ‘shortage of amount’ (6th rank).

IV.    AWARENESS AND USAGE OF ANYWHERE BANKING

          To analyze the respondent’s opinion on the Anywhere Banking   services.

4.20  Awareness about Anywhere Banking

             This table shows about the people’s awareness about Anywhere banking. 
TABLE 4.20

AWARENESS OF ANYWHERE BANKING

                                                                                         (Number stated)

Awareness 

Public sector banks

Private sector banks

i. Yes

               ii. No

77 (100.0)

-

23 (100.0)

-

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

    The above table shows that 100 percent of the respondents are aware of the Anywhere banking facility in public sector bank and 100 percent of the respondents are aware of the Anywhere banking facility in private sector bank.

 4.21  Usage of Anywhere Banking

                This table shows the usage of Anywhere Banking.
TABLE 4.21

USAGE OF ANYWHERE BANKING

                                                                                         (Number stated)

Usage

Public sector banks

Private sector banks

i.  Yes

ii.    No

66 (85.7)

11 (14.3) 

 23 (100.0)

-

Total 

 77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

            This table shows that 85.7 percent of the respondents use the Anywhere banking facility in public sector banks and 100.0 percent of the respondents use this facility 

4.22 Convenience of Anywhere Banking facility

          This table shows the convenience of doing banking transaction with Anywhere Banking.

TABLE 4.22

CONVENIENCE OF ANYWHERE BANKING FACILITY 

                                                                                               (Number stated)

Convenience with Anywhere Banking  

Public sector 

banks

Private sector 

banks

i.     Yes

ii.      No

66 (85.7)

11 (14.3) 

 23 (100.0)

-

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

     This table shows that 85.7 percent of the respondents are convenient with the Anywhere Banking facility in public sector banks and 100.0 percent of the respondents are convenient with the Anywhere Banking facility in private sector banks. 

4.23  Funds transfer

           This table shows that the funds transfer are made faster electronically than by sending through cheque/ DD.

TABLE 4.23

FUNDS TRANSFER

                                                                                         (Number stated)

 Funds transfer

Public sector banks

Private sector banks

i.   Yes

ii.   No

77 (100.0)

-

23 (100.0)

-

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

       In the above table majority of the respondents find that the funds transfer has been made faster than by sending through cheque/DD.

V. AWARENESS AND USAGE OF ONLINE TAX ACCOUNTING SYSTEM   

     (OLTAS)

          To analyze the respondent’s opinion on the awareness and usage of Online Tax Accounting System (OLTAS).

 4.24  Awareness about  Online Tax Accounting System

           This table shows about the people’s awareness about Online Tax Accounting System.

TABLE 4.24

AWARENESS ABOUT ONLINE TAX ACCOUNTING SYSTEM (OLTAS)

                                                                                         (Number stated)
Awareness 

Public sector banks

Private sector banks

              i.   Yes 

             ii.    No 

77 (100.0)

-

21 (91.3)

2 (8.7)

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

           The above table shows that 100 percent of the respondents are aware of the Online Tax Accounting System in public sector bank and 91.3 percent of the respondents are aware of the Online Tax Accounting System in private sector bank.

4.25  Usage of  Online Tax Accounting System

                This table shows the usage of Online Tax Accounting System  

TABLE 4.25

USAGE OF  ONLINE TAX ACCOUNTING SYSTEM (OLTAS)

                                                                                         (Number stated)

Usage

Public sector banks

Private sector banks

           i.  Yes 

          ii.    No 

56 (72.7)

21 (27.3) 

 13 (56.5)

10 (43.5)

Total 

 77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

         In the above table 72.7 percent of the respondents use the OLTAS facility for remitting their tax dues in the public sector banks and 56.6 percent of the respondents use the OLTAS facility for remitting their tax dues in the private sector banks.

4.26   Convenience of Online Tax Accounting System 

            This table shows the convenience of doing banking transaction with Online Tax Accounting System.

TABLE 4.26

CONVENIENCE OF ONLINE TAX ACCOUNTING SYSTEM

                                                                                                   (Number stated)

Convenience with   Online Tax Accounting System  

Public sector

banks

Private sector 

banks

       i.     Yes

      ii.      No

56 (72.7)

21 (27.3) 

 13 (56.5)

10 (43.5)

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total; 

Source: Based on primary data

           This table shows that 72.7 percent of the respondents are convenient with the Online Tax Accounting System in public sector banks and 56.5 percent of the respondents are convenient with the Online Tax Accounting System in private sector banks.

4.27 Efficiency of E-Banking

              This table shows that with the introduction of electronic banking the

        efficiency in the banks has improved. 
TABLE 4.27

EFFICIENCY OF E-BANKING

                                                                                         (Number stated)
Efficiency of E-Banking

Public sector banks

Private sector banks

              i.   Yes 

             ii.    No 

77 (100.0)

-

23 (100.0)

- 

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

           In the above table majority of the respondents are able to do the banking transactions faster (100.0 percent) in public sector bank and majority of the respondents are able to do the banking transactions faster (100.0 percent) in private sector bank.

  VI.  AWARENESS AND USAGE OF MOBILE BANKING

              To analyze the respondent’s opinion on the awareness and usage of  mobile 

          Banking.

4.28 Awareness about mobile banking facility
          This table shows about the people’s awareness about mobile banking.

TABLE 4.28

AWARENESS ABOUT MOBILE BANKING FACILITY 

                                                                                         (Number stated)
Awareness 

Public sector banks

Private sector banks

              i.   Yes 

             ii.    No 

74 (96.1)

3 (3.9) 

23 (100.0)

-  

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

        The above table shows that 96.1 percent of the respondents are aware of the mobile banking facility in public sector bank and 100.0 percent of the respondents are aware of the mobile banking facility in private sector bank

4.29   Usage of Mobile Banking facility

        This table shows the usage of  mobile banking facility   

TABLE 4.29

USAGE OF  MOBILE BANKING FACILITY

                                                                                                (Number stated)

Usage

Public sector banks

Private sector banks

           i.  Yes 

          ii.    No 

 73 (94.8)

4 (5.2)

  19 (82.6)

4 (17.4)

Total 

 77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data 

          In the above table 94.8 percent of the respondents use the mobile banking facility in the public sector banks and 82.6 percent of the respondents use the mobile banking facility in the private sector bank.

4.30  Convenience of  Mobile Banking facility

             This table shows the convenience of the facilities provided in the mobile banking.
TABLE 4.30

CONVENIENCE OF MOBILE BANKING FACILITY 

                                                                                                               (Number stated)

Convenience of  Mobile 

Banking facility

Public sector 

banks

Private sector 

banks

i.     Yes

ii.      No

73 (94.8)

4 (5.2)  

  19 (82.6)

4 (17.4)  

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data.

        This table shows that 94.8 percent of the respondents are convenient with the mobile banking facility in public sector banks and 82.6 percent of the respondents are convenient with the mobile banking facility in private sector banks.

4.31 Items tried on mobile

             This table shows the items tried by the respondents on their mobile.

TABLE 4.31

ITEMS TRIED ON THE MOBILE

                                                                                               (Number stated)
Items tried on the mobile

Public sector bank

Private sector bank

i.   Payment of bills 

ii.  Cheque book request

iii.  Checking account balance

15 (19.5)

16 (20.8)

46 (59.7)

5 (21.8)

9 (39.1)

9 (39.1)

Total 

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data

           In the above table 19.5 percent of the respondents have tried the payment of bill system, 20.8 percent of them have tried requesting for cheque books and 59.7 percent of them have checked their account balance in their mobile in public sector banks. In private banks 21.8 percent of the respondents have tried the payment of bill system, 39.1 percent of them have tried the system of requesting for cheque books and 39.1 percent of them have checked their account balance in their mobile.

4.32 Satisfaction about the facilities in Mobile Banking

                  This table shows the satisfaction of the respondents with mobile banking. 

TABLE 4.32

 SATISFACTION ABOUT THE FACILITIES IN MOBILE BANKING

                                                                                                               (Number stated)
Mobile Facilities

Public sector bank

Private sector bank

i. Travel cost is saved

9 (11.7)

8 (34.8)

 ii. Payment of utility bill and  

     avoiding penalty

10 (12.9)

2 (8.7)

iii. Checking of balance enquiry

      is easy

20 (26.0)

3 (13.0)

iv.   Request for cheque book

16 (20.8)

5 (21.8)

v.  Effective communication

14 (18.2)

4 (17.4)

vi. Complaints cannot be accessed

8 (10.4)

1 (4.3)

Total

77 (100.0)

23 (100.0)

Figures in brackets denote % to column total

Source: Based on primary data 

          Majority of the respondents (26.0) are satisfied with the checking of their balance enquiry system provided in their mobile in public sector bank and (34.8) percent of the respondents in the private sector bank are satisfied that the travel cost is saved since all the facilities are provided in their mobile.
Chi-square test

         The Chi-square was used to test the significance of association between               two attributes.

          The Chi-square (χ²) Value was calculated from the formula: 




χ² =  Σ (O-E) 2 





     E

  Where 

‘O’ is the observed frequency in each category and 

 E = expected frequency in each category

 The degrees of freedom are given by (c-1) (r-1) 

 Where,

 ‘c’ denotes number of columns  

 ‘r’ denotes number of groups. 

The obtained value is compared with the critical value at the given degrees of freedom to draw inference about the sample. (Gupta, 2005).  

4.33 Association of E-Banking service providers with selected Socio-Economic 

          variables    

             The respondent’s opinion on E-Banking services depends on both economic and social factors like sex, age, education, income, marital status and occupation. Hence, chi-square was done to examine the association between E-Banking service providers and selected socio-economic variable. Null hypothesis is framed below:

             Ho: There is no association between E-Banking service providers  and 

                       selected socio-economic factors.
             Ha: The variables are associated.

 If the calculated value is less than the table value, the null hypothesis is accepted. If the calculated value is greater than the table value, the null hypothesis is rejected. The estimated Chi-square values are given in the following table:

TABLE 4.33

ASSOCIATION OF E-BANKING SERVICE PROVIDERS WITH SELECTED SOCIO-ECONOMIC VARIABLES

S.No

Variables

Degrees of freedom

Level of significant

Calculated value

Result

1

Age

32

5 percent

26.060

Accepted 

2

Sex 

1

5 percent

9.000

Rejected

3

Marital status

2

5 percent

70.640

Rejected

4

Education level 

4

5 percent

174.200

Rejected

5

Occupation 

23

5 percent

26.640

Rejected

6

Monthly income

3

5 percent

69.920

Rejected 

Source: Based on primary data

          The table shows that, Chi-square test was used at 5 percent significant level. It is evident that age did not differ with regard to the E-Banking service providers. However sex, marital status, education level, occupation and income significantly differed with regard to E-Banking service providers to the selected respondents. 

Discriminant Analysis

          To identify the factors/variable that distinguishes public sector banks E-Banking services from that of private banks E-Banking services, a discriminant function was used. The selected respondents was hypothesized to be a function of age of the respondents in years (X 1); sex of the respondents (X 2); Marital status (X3); Educational status (X4); Occupation of the respondents (X 5); Income of te respondents (X 6). The means of the independent samples are shown in table 4.34

TABLE 4.34

MEANS OF THE INDEPENENT VARIABLES IN TWO GROUPS

S.No

Variables 

Group I

Public sector
 banks

Group II

Private sector banks

Grand 

mean

1

Respondents age(X 1)
40.9351

38.0000

40.2600

2

Sex of the respondents(X2)
1.3377

1.3913

1.3500

3

Marital status(X3)
1.3247

1.3043

1.3200

4

Education status(X4)
5.8961

6.0435

5.9300

5

Occupation(X 5)
2.8571

3.1304

2.9200

6

Monthly income(X 6)

17655.844

19000.000

17965.000

Source: Based on field survey

              Based on the above group means, the standardized canonical discriminant function which represents a linear composite of the original data variability to within group’s variability was estimated as follows:  

Z = -0.887x1 + 0.240x2 + 0.033x3 + 0.341x4 + 0.493x5 + 0.809x6

Wilk’s lambda      = 0.944

Chi-square             = 12.6*

Eigen value            = 0.060

                               Canonical correlation            = 0.24

(* significant at 5 percent level)

         In the above function the variables age, sex, marital status, education level, occupation and monthly income had positive sign indicating that these variables had higher discriminating power between groups. In short, it was these variables which distinguished the public sector banks E-Banking services from private sector banks  

E-Banking services. The age of the respondents had a negative sign implying that this variable acted as suppressor variable. The Wilk’s lambda and Chi-square value indicated that the function was significant at 5 percent level. The Canonical correlation associated with the discriminant function was 0.24 implying that 24 percent of the variation in the dependent variables was accounted by this model.   




CHAPTER V

SUMMARY AND CONCLUSION

E-Banking is a major invention that has changed the business of banking. World over banks are reorienting their strategies towards new opportunities offered by E-Banking. The recent trend shows that most ‘brick and mortar’ banks are shifting from a ‘product-centric’ model as they develop their new E-Banking capabilities. 

E-Banking implies provision of banking products and services through electronic delivery channels. The deregulation of the banking industry coupled with the emergence of new technologies, are enabling banks to enter the financial services market quickly and efficiently.

Based on ‘Best Practices’ in developed countries, United Nations Conference on Trade and Development (UNCTAD) report has identified four challenges that E-Banking initiatives can bring about:

· The ability to adopt global technology to local requirements

· The ability to strengthen public support for E-Finance

· The ability to create a necessary level of regulatory and institutional frame work

· The ability to mainstream small and medium scale enterprises (SMEs) towards E-banking

Objectives of the study

·  To present an overview of E-Banking services offered by both 
             public and private sector banks in Coimbatore city
·  To examine the socio-economic profile of E-Banking users
·  To study the extent awareness and the usage of E-Banking

 Services 

·  To ascertain the customer’s satisfaction about various E-Banking services
·  To analyze the problems faced by the customers in using E-Banking               services
The study was based on primary data which was collected with the help of a well structured and pre-tested interview schedule, administered to 100 E-Banking users who belong to urban area in Coimbatore city. The data was collected during the period November 2006 to January 2007. The data collected was tabulated and analyzed by using simple percentages, Chi-square test and Garrett ranking technique.                         
Indian Commercial banks have adopted several initiatives in E-Banking to cope with pressures of growing competition and these include the following: 

· Automated Teller Machine (ATM)
· Anywhere Banking
· Online Tax Accounting System (OLTAS)
· Mobile Banking
    The major findings of the study are summarized below:

Socio-economic profile

· Out of 100 E-Banking users surveyed, 77 percent of them were engaged in public sector banks and 23 percent were in private sector banks.
· In the public sector bank most of the respondents come under the age group of 45-55 (36.4 percent) and in the private sector bank most of the respondents come under the age group 25-35 (39.1).
· Most of the respondents were male in both public and private banks.
· Most of the respondents were married in both public and private sector banks.

· Under the education status, majority of the respondents were graduates.

· Government employees and self employed and private company employees were more in number than other category of respondents with regard to E-Banking users in both public and private sector banks.

· In public and private banks, most of the respondents were earning monthly income above Rs.15000.

· Majority of the respondents were in possession of savings account in both public and private sector banks.
Awareness and usage of E-Banking facilities

· Majority of the respondents have an ATM card in both public and private sector banks.
· In both public and private sector banks the respondents use their ATM card often.
· Majority of the respondents have sufficient ATM centre in both public and private sector banks.

· Majority of the respondents use ATM with proper guidance in both public and private sector banks.

· Majority of the respondent think that holding of ATM card and PIN number is safe.

· The major problem faced by majority of the respondents while operating the ATM machine in public sector banks according to the order of importance were ‘Good currency notes’ (1st rank), ‘shortage of amount’ (2nd rank), ‘displayed invalid when typing actual PIN number’ (3rd rank), non-functioning of machine (4th rank), lack of privacy (5th rank) and lack of safety (6th rank).

· The major problem faced by majority of the respondents while operating the ATM machine in private sector banks according to the order of importance were ‘Good currency notes’ (1st rank), ‘lack of privacy’ (2nd rank), ‘displayed invalid when typing actual PIN number’ (3rd rank), ‘lack of safety’ (4th rank), ‘non-functioning of machine’ (5th rank), and ‘shortage of amount’ (6th rank).

· Majority of the respondents are aware of the Anywhere banking facility, Online Tax Accounting facility and Mobile banking facility

· In public sector banks the majority of the respondents have tried checking their account balance in their mobile and in private sector banks majority of the respondents have tried the request for cheque book and checking their account balance.
Chi-square test

The Chi-square test was done to examine the association between E-Banking service providers selected socio-economic factors. Chi-square test at 5 percent level of significance indicating that age did not differ with regard to the E-Banking service providers. However, sex, marital status, education level, occupation and income significantly differed with regard to E-Banking service providers to the selected respondents. 

Discriminant Analysis

In fitting the discriminant function the canonical correlation was estimated to be 0.24 implying that 24 percent of the variation in the dependent variables was accounted by this model. The Wilk’s lambda and Chi-square value indicated that the function was significant at 5percent level.   
  CONCLUSION
E-Banking is changing the banking industry and is having the major effects on banking relationships. E-Banking is increasingly becoming a “need to have” than a “nice to have” service. The E-banking, thus, now is more of a norm rather than an exception in many developed countries due to the fact that it is the cheapest way of providing banking services. As more banks succeed online and more customers use their sites, fully functional online banking likely will become as common place as automated teller machines. E-banking services have revolutionalized the functioning of the entire banking section. It has not only increased the ease of bank transactions, but also has reduced time and cost of these transactions. 

Banks have invested huge chunk to set-up these facilities. They will pay dividends only when the banks are able to encourage the use of these facilities extensively and convert their customers from traditional banking to innovative, highly personalized banking. The success of E-banking depends on a bank’s ability to get customers to switch to online banking. 





Customers have to be educated in the use of every new technology, as they have been used only to the traditional banking system. On the whole E-Banking increased operational efficiencies and reduces costs, besides giving a platform for offering valued added services to the customer, thereby fulfilling all the essential prerequisites for a flourishing banking industry.
In the backdrop of the increasing usage of E-Banking facilities, a SWOT analysis of delivery channels in banking sector gives an interesting reading.
E-BANKING SWOT ANALYSIS

	STRENGTHS
	WEAKNESSES

	i. Permits customers to transcend the barriers of time, distance and geography and to take advantage of global financial transactions and increased access to domestic and international markets.

ii. Provides global reach, instant transactions and services at an incredibly low cost.

iii. Allows the customer to transfer / reserve funds in Real Time.

iv. Creates perfect market conditions where customers can access to information, rates and financial products.

v. Facilitates growth and expansion of E-commerce and virtual banking.

vi. Provides platform for banks to acquire more customers, cut costs and improve service delivery

vii. Meets the 4 challenges identified by UNCTAD 2002 for a faster development of the economics of developing countries.

viii. Provides novel facility like payment of utility bills like electricity, telephone, water, school fees, Income Tax, property tax over the net.


	i. Inadequacy of computer literacy and mindset of the people.

ii. Mental block in acceptance of E-Money for any kind of transaction.

iii. Lack of internet facility to common man.

iv. Presence of heavy cash component in the economy.

v. Inadequate laws of             E-Banking to protect public interest.

vi. Inadequacy of security measures to prevent unauthorized users.

vii. Overwhelming reliance on Information technology and high infrastructural cost.



	OPPORTUNITIES
	THREATS

	i. Platform for cross selling Value Added services like ticket reservation, mobile phone prepaid recharging etc.

ii. Concept of virtual banking will become a reality.

iii. Single point contact for multiple Banking services.

iv. Acquisition of new range of customers.

v. Increased customer loyalty.

vi. Helping in the faster growth of the economy.

vii. Quick and faster mode of collection of government dues in real time.

viii. Facilitates offering of more services.


	i. Technology relating to E-Banking are at its infancy stage and where challenges can be severe.

ii. Security threat (by Hackers) to cause economic hardship to data or network resources in the form of destruction, disclosure, modification of data, denial of services, fraud etc.

iii. Lack of human interface can cause commences gap resulting in Lower Brand Loyalty.

iv. Customer perception of incurring increased cost of transactions.

v. Slow adopters to E-Banking in view of the poor penetration of internet and accessibility by the people.

vi. Brain drain can result in poor implementation of IT.

vii. Improper selection of hardware – software and inadequate suppliers support can result in poor achievement/ breakdown of systems.




In a nutshell, to meet the emerging challenges banks have to undertake a series of changes in original, structure, functions, practices and marketing to popularize E-Banking.
SUGGESTIONS

· Banks to undertake road shows for explaining various bouquets of E-Banking – E.g. on ATM, Internet banking, Plastic cards, Online Tax Accounting System, Real Time Gross Settlement
· Banks to popularize the use of ATM, Internet banking, Plastic cards, Online Tax Accounting System, Real Time Gross Settlement by giving wide publicity in local media/TV
· Banks to provide handouts to their customers explaining the advantages of various E- Banking facilities offered
· Facilities for E- Banking should be offered to public free of charge as possible
· Banks to give ATM card to all account holders

· Banks to increase Off-site ATMs for easy accessibility

· Bank staff to be trained to market various facilities of E- Banking with special reference to ATM, Internet banking, Plastic cards, Online Tax Accounting System, Real Time Gross Settlement
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AN INTERVIEW SCHEDULE TO ELICIT INFORMATION ON THE ANALYSIS ON THE USAGE OF E – BANKING 

IN COIMBATORE CITY
1. Name

       
 
:
2. Address

 

:
3. Age



:           Below 25
      25-35         35-45                                 

                                                          45-55
      55&Above

4. Sex



:           Male                 Female
 

5. Marital Status


:            Married            Unmarried
   Widow                                                

                                                          S   separate             Divorce
6.  Educational Level

:            Illiterate
        Primary           Middle

  Secondary        Higher Secondary

   Collegiate
       Professional
7. Occupation


:
   Business 
         Govt.Employees

                                                                 Professional
 Others
8. Monthly Income

  :  
       Below 5,000                 Rs.5,000-10,000

                                                          Rs.10,000-20,000           Above 20,000
 9. In which bank do you have account? Specify
10. What type of account do you have?

        
  Savings a/c
        Current a/c
    Terms Deposit
 AUTOMATED TELLER MACHINE
11. Do you have an ATM card?

              Yes          No

12. How many times do you use the ATM card?



  Usually
    Occasionally
    Emergency


  Salary
    Others

13. Do you find Convenient to do banking transaction with the ATM card?



    Yes

  No

14. Do you have sufficient ATM Centers your area?


     
    Yes
             No

15. Are you happy that the introduction of ATM’s you have a 24X7 bank 

      open at your doorstep?



  Yes
       No

16. Is it Convenient for you to operate the ATM card with proper Guidance?



  Yes 
        No

17. Do you think that there should be a security guard at all the ATM

     centres?



  Yes          No

18. Which do you think is better the ATM being On-site or Off-site?



   On-Site
    Off-Site
      Both

19. Is holding of ATM card and PIN Number safe?



  Yes

No

20. If No, State Why?


            Fear of others Operating









  Fear of Theft

             Fear of losing the PIN Number



       

             Can be misused





  

             Can be tapped

21. Do you feel the ATMs of all banks should be networked for better

     customer service?


            Yes
       No

22. Mention the problem that you face while operating ATM (Rank Them)


  ATM Service
                             Lack of Privacy
        


  Good Currency Notes
                   Lack of Safety       
       

             Non-functioning of Machine  
         Shortage of Amount


              Displayed invalid while typing actual PIN Number     
ANYWHERE BANKING FACILITY

23. Have you used the anywhere banking facility?



Yes
       No

24. Do you find that the funds transfer has been made faster electronically 

      than by the traditional method of sending through DD/Cheque?


               Yes              No

ONLINE TAX ACCOUNTING SYSTEM

25. Have you used the OLTAS facility for remitting your tax dues?


            Yes           No

26. Do you find this system Convenient?


           Yes
         No

27. In your opinion, will you say with the introduction of electronic banking

     the efficiency in the banks has improved and you are able to do the

     banking transactions at a faster phase?


           Yes 
       No

MOBILE BANKING FACILITY

28. Are you using the mobile facility of this branch?


           Yes
       No

29. Do you find this system Convenient?


           Yes
        No

30. Have you tried any of the following items in your mobile?




            Payment of bills


            Cheque book request




            Checking your balance

31. Do you agree with the facilities provided by mobile phone banking?

     (Tick your choice)

	S.NO
	Particulars
	Highly

Agree
	Agree
	Neutral
	Disagree
	Highly Disagree

	1.
	Travel cost is saved
	
	
	
	
	

	2.
	Payment of utility bills avoiding penalties 
	
	
	
	
	

	3.
	Checking of balance enquiry is easy
	
	
	
	
	

	4.
	Request for cheque book 
	
	
	
	
	

	5.
	Effective communication
	
	
	
	
	

	6.
	Complaints cannot be accessed
	
	
	
	
	


32. Give your suggestions for any of these facilities?
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