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I. INTRODUCTION 

Digitization gives banks the opportunity to 

take customer service to the next level at the same 

time as offering the possibility for much higher 

automation and related cost efficiencies. 

Essentially, digitization takes banks from being 

product providers to offering a continuous 

contextualized service, helping customers to better 

understand their financial and commercial affairs 

and make smarter decisions. Digital banking is the 

move to online banking where banking services are 

delivered over the internet. The advantages for 

banks and customers are providing more 

convenient and faster banking services. The shift 

from traditional to digital banking has been gradual 

and should be rather described in degrees of service 

digitization than through a categorization into yes 

and no. A digital bank represents a virtual process 

that includes online banking and beyond. As an 

end-to-end platform, digital banking must 

encompass the front end that consumers see, the 

back end that bankers see through their servers and 

admin control panels and the middleware that 

connects these nodes. Ultimately, a digital bank 

should facilitate all functional levels of banking on 

all service delivery platforms. In other words, it 

should have all the same functions as a head office, 

branch office, online service, bank cards, ATM and 

point of sale machines. 

The new innovative digital technologies 

and futuristic thought processes have given birth to 

whole new businesses and social dimensions. As 

part of its impetus for DIGITAL 

TRANSFORMATION in India, Government also  

 

encourages technology adoption / up gradation 

while providing connectivity with high speed 

bandwidth to every nook and corner of the country. 

This has exposed the full potential of the hitherto 

untapped market in India. Latest technology and 

service offerings in the new age Digital Payments 

space by the Banks, such as Unified Payments 

Infrastructure (UPI) including BHIM (Bharat 

Interface for Money) which is a Mobile App 

developed by National Payments Corporation of 

India (NPCI), Bharat Bill Payment System (BPSS), 

mobile money, e-wallets, payment aggregation etc. 

have created a revolution by themselves. 

II. OBJECTIVES  

The objectives of the present study are 

listed below 

1. To highlight the concept of digital banking 

2. To describe the challenges of digital banking.  

3. To highlight the merits digital banking.  

4.  To elicit the trends and future prospects of 

digital banking  

Research Methodology 

The present study is based on secondary 

data. The secondary data were collected from 

books, reports, magazines and on line articles and 

other standard publications. 

Origin of Digital Banking 

The earliest forms of digital banking trace 

back to the advent of ATM machines and cards 

launched in the 1960s. As the internet emerged in 

the 1980s with early broadband, digital networks 

began to connect retailers with suppliers and 
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consumers to develop needs for early online 

catalogues and inventory software systems. 

By the 1990s the Internet emerged and 

online banking started becoming the norm. The 

improvement of broadband and ecommerce 

systems in the early 2000s led to what resembled 

the modern digital banking world today. The 

proliferation of Smartphone through the next 

decade opened the door for transactions on the go 

beyond ATM machines. Over 60% of consumers 

now use their Smartphone as the preferred method 

for digital banking. 

The challenge for banks is now to 

facilitate demands that connect vendors with 

money through channels determined by the 

consumer. This dynamic shapes the basis of 

customer satisfaction, which can be nurtured with 

Customer Relationship Management (CRM) 

software. Therefore, CRM must be integrated into a 

digital banking system, since it provides means for 

banks to directly communicate with their 

customers. 

There is a demand for end-to-end 

consistency and for services, optimized on 

convenience and user experience. The market 

provides cross platform front ends, enabling 

purchase decisions based on available technology 

such as mobile devices, with a desktop or Smart 

TV at home. In order for banks to meet consumer 

demands, they need to keep focusing on improving 

digital technology that provides agility, scalability 

and efficiency. 

Concept of Digital Banking 

Digital Banking may be viewed as 

adoption of various existing and emerging 

technologies by the banks, in concert with 

associated changes in internal operations as well as 

external relationships for providing superior 

customer services and experiences effectively and 

efficiently. 

  Digital banking is the digitization (or 

moving online) of all the traditional banking 

activities and programs that historically were only 

available to customers when physically inside of a 

bank branch. This includes activities like: 

 Money Deposits, Withdrawals, and Transfers 

 Checking/Saving Account Management 

 Applying for Financial Products 

 Loan Management 

 Bill Pay 

 Account Services 

Comparison between Online and Digital 

Banking 

For the most part, these two words are 

synonyms. But, online banking a bit more 

narrowly: online banking primarily focuses on 

remote deposits, money transfers, bill pay, and 

basic online management of accounts. Other 

synonyms for online banking include internet 

banking, virtual banking, and e-banking. So, online 

banking focuses on digitizing the “core” aspects of 

banking, but digital banking encompasses 

digitizing every program and activity undertaken 

by financial institutions and their customers. 

Advantages of Digital Banking 

Under the digital banking umbrella, with 

time, there were many new features added, such as 

income tax filing, bill payments, transfer of funds, 

opening recurring accounts, fixed deposit, etc.  

With the advent of technology, many people prefer 

to do everything online. From online shopping to 

online dating, people just love to do everything 

from their couch. Digital banking has offered many 

comfortable features and possibilities to people. 

The mentioned below major benefits of digital 

banking are; 

https://en.wikipedia.org/wiki/Internet
https://en.wikipedia.org/wiki/Online_banking
https://en.wikipedia.org/wiki/Broadband
https://en.wikipedia.org/wiki/Ecommerce
https://en.wikipedia.org/wiki/Smartphones
https://en.wikipedia.org/wiki/Customer_Relationship_Management
https://en.wikipedia.org/wiki/Convenience
https://en.wikipedia.org/wiki/User_experience
https://en.wikipedia.org/wiki/Agility
https://en.wikipedia.org/wiki/Scalability
https://en.wikipedia.org/wiki/Efficiency
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Benefits of Digital Banking ( Fig:1) 

 Business efficiency - Not only do digital 

platforms improve interaction with customers 

and deliver their needs more quickly; they also 

provide methods for making internal functions 

more efficient. While banks have been at the 

forefront of digital technology at the consumer 

end for decades, they have not completely 

embraced all the benefits of middleware to 

accelerate productivity. 

 Cost savings - One of the keys for banks to cut 

costs is automated applications that replace 

redundant manual labor. Traditional bank 

processing is costly, slow and prone to human 

error. Relying on people and paper also takes 

up office space, which runs up energy and 

storage costs. Digital platforms can future 

reduces costs through the synergies of more 

qualitative data and faster response to market 

changes. 

 Increased accuracy - Traditional banks that 

rely mainly on paper processing can have an 

error rate of up to 40%, which requires 

reworking. Coupled with lack of IT integration 

between branch and back office personnel, this 

problem reduces business efficiency. By 

simplifying the verification process, it's easier 

to implement IT solutions with business 

software, leading to more accurate accounting. 

Financial accuracy is crucial for banks to 

comply with government regulations. 

 Improved competitiveness - Digital solutions 

help manage marketing lists, allowing banks to 

reach broader markets and build closer 

relationships with tech savvy consumers. CRM 

platforms can track customer history and 

provide quick access to email and other forms 

of online communication. It's effective for 

executing customer rewards programs that can 

improve loyalty and satisfaction. 

 Greater agility - The use of automation can 

speed up both external and internal processes, 

both of which can improve customer 

satisfaction. Following the collapse of 

financial markets in 2008, an increased 

emphasis was placed on risk management. 

Instead of banks hiring and training risk 

management professionals, it's possible for risk 

management software to detect and respond to 

market changes more quickly than even 

seasoned professionals. 

 Enhanced security - All businesses big or small 

face a growing number of cyber threats that 

can damage reputations. In February 2016 the 

Internal Revenue Service announced it had 

been hacked the previous year, as did several 

big tech companies. Banks can benefit from 

extra layers of security to protect data. 

Challenges of Digitalization 

Secure banking based on technology and 

its ramifications including cyber-crimes in today‟s 

digital banking landscape has to be reviewed 

continuously. The dark side of being digital i.e. 

cyber security risks are to be taken care and risk 

mitigation measures need to be strengthened. 

Advanced fraud detection mechanisms and the 
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possibility to leverage personalized security 

preferences and alerts will have to become more 

widespread. For any security enhancement to be 

accepted and efficient will require that the user 

experience is not impacted. Banks should consider 

investigating and implementing additional layers of 

security that will reduce the potential for device 

and account level fraud. While ready to manage 

breaches, the goal should be to reduce the potential 

for losses and customer impact. Adoption of 

technology and convincing the customers to opt for 

self-service modes of banking is the biggest 

challenge. 

Renewed skills development of workforce 

and investments into training and manpower 

development is the need of the hour. Customer 

segmentation is another aspect which will not only 

facilitate ease of interaction, but also enable 

targeted product placement, thus increasing the 

likelihood of further acceptance. 

All the while, it is important to be 

conversant with the regulatory, security, 

technology and business challenges that await both 

traditional banks as well as the latest entrants such 

as payment banks. Taking digital banking to the 

unbanked is another task, a social obligation. 

Achieving financial inclusion targets by innovative 

use of digital banking thereby promoting rural 

banking in a more comprehensive manner cannot 

be forgotten. 

Status Post Demonetization  

Recent demonetization exercise of higher 

denomination notes by the government has really 

accelerated the transformation of digital banking in 

India. Growth in the number of digital transactions 

has been exponential since November 2016. 

Backed by Government thrust, people of India 

finally seem to have accepted/embraced digital 

economy.  New payment initiatives such as 

Aadhaar-linked cashless payment solution which 

enables a merchant to facilitate Aadhaar based 

payment for cashless purchases by customers called 

„Aadhaar Pay‟ and „Bharat QR‟, an integrated 

payment system using the customers‟ mobile phone 

to pay through debit or credit card by scanning a 

code at the merchant‟s place etc., have come to 

stay. However with all these revolutionary new 

technologies, improvement in operational 

efficiencies in order to ultimately increase bottom 

lines and shareholder value will remain a challenge 

for all banks. Role of analytics and innovative 

revenue models need to be further fine-tuned. To 

reap maximum advantage in an increasingly digital 

society, it is imperative that banks must 

demonstrate superior performance in all spheres of 

customer service. 

The Ten Bare Necessities of Digital Banking  

Digital banks must meet increasingly high 

consumer expectations. The user satisfaction 

dwindles fast when technology fails to deliver the 

expected experience, serves up data that is 

insufficiently tailored to the individual, or is 

unavailable on a favourite device. So offering the 

digital experience that customers expect requires a 

system that can deliver certain basic functions. 

There are ten simple bare necessities. 

 Any-time, anywhere, any-channel banking 

 Analytics that deliver the personal touch. 

 A joined-up approach 

 Instant fulfilment 

  Openness to open banking 

 Low-cost, low-risk systems. 

 Future-proof systems 

 Ability to launch new products, fast 

 Systems that can scale up 

 Cloud compatibility 

Future of Digital Banking 

The decision for banks to add more digital 

solutions at all operational levels will have a major 

impact on their financial stability. While not all 
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banks are in a position to make quick changes to IT 

infrastructure or the architecture on top of it, banks 

aiming to be disrupters can move toward broad 

end-to-end automation can do so over about a six 

month time frame. Currently there are several 

technologies, infrastructure and processes available 

to enable banks to become super-efficient and 

dependable banks. Adaptation and implementation 

of highly capital intensive global technologies, 

infrastructure and processes are decisive in order to 

remain ahead of the curve. Transition and 

Interoperability related issues viz. from traditional 

banking to state of the art digital banking such as 

data integrity, authentication (including third party 

authentication) and trust factors in a digital banking 

environment are gaining importance. Digital 

banking provides mission critical solutions to 

bankers for their short term and long term business 

and technological requirements. Today, aspects 

such as enhanced customer satisfaction and value 

through unified customer experiences, faster 

output, infinite banking volumes, financial 

inclusion, operational efficiencies, scale of 

economy etc. are being sought after, by leveraging 

digital banking and mobile technologies. Becoming 

a digital bank can improve efficiency and provide a 

better customer experience. To be successful in a 

digital environment, banks focus on improving 

their digital maturity across various dimensions of 

customer service. 

 

 

 


