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ABSTRACT 

 

Information technology in banking sector refers to revealing information and communication technologies 

that help customers that provide effective and effecient services that offered by the banks its allow customers 

to avail various banking services through online mode. They provide various services to its customers in a 

secure,  and authentic manner and sustain in a  competitive environment..In present times with so many 

things happening around, it is not possible for anyone to keep up to so much of information, events, data or 

records by themselves. Information technology aids this issue and provides all the required information to 

the account holders. One of the many advantages of IT is that it’s application has made the whole process of 

transactions very quick and easy. With most of the users being techno-friendly now, the proper use of these 

advancements can ensure enriched communications and secured functioning. This study's goal is to draw 

attention to past studies on the role of information technology and its effects on the banking sector. This 

paper also draws the few cons of Information technology in banking sector along with many pros. 
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INTRODUCTION 
 

Information technology (IT) is the practise of creating, processing, storing, retrieving, and exchanging various types 

of data and information using computers. Information and communications technology includes IT (ICT). An 

information technology system (IT system) is often an information system, a communications system, or—to be 

more precise—a computer system, replete with all add-on hardware, software, and peripherals, that is used by a 

sparsely populated IT user base. Although people have been storing, retrieving, manipulating, and communicating 

information since the invention of writing systems, the term "information technology" as we understand it today 

first appeared in a 1958 article published in the Harvard Business Review.  

 

The authors Harold J. Leavitt and Thomas L. Whisler noted that "the new technology does not yet have a single 

established name. It will be referred to as information technology (IT). Three areas make up their definition: 

processing procedures, the use of statistical and mathematical methods in decision-making, and the computer 

modelling of higher-order thinking. The phrase is frequently used as a synonym for computers and computer 

networks, but it also refers to other means of information dissemination, including telephones and television. 

Information technology is linked to a number of economic goods and services, such as computer hardware, 

software, electronics, semiconductors, the internet, telecom equipment, and e-commerce.  

 

Today's banking industry is incredibly competitive. Banks are adopting the newest technology in order to thrive in 

the rapidly shifting market environment. These technologies are seen as a "enabling resource" that can aid in the 

development of learner- and more flexible-structured organisations that can react swiftly to market dynamics. 

Additionally, it is seen as a tool for cost-cutting and efficient communication among parties involved in the banking 

industry. 

 

Objectives of study: 
 To know role of IT in banking sector 

 To understand the effects of IT in banking sector 

 To identify the advantages and drawbacks of IT in banking sector 
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LITERATURE REVIEW 

 

Hajera Fatima Khan in her paper has discussed about the e-banking system and its benefits and issues. Her study 

describes e-banking as a border less entity permitted anytime, anywhere and anyhow banking to its customers. E-

Banking is one of the most successful on-line businesses, which saves the time and money of customers and 

companies. Overall, she has described the meaning, functions, types, advantages and issues of e-banking. 

 

Bülent Balkanin his paper of ‘Impacts of Digitalization on Banks and Banking’ has elaborated impact of 

technological development in banking sector. It states that change brought about by digitalization and technological 

developments was innovative, flexible, and adaptable financial solutions supplied by the ‘Fintech’ enterprises 

which seemed probable to transform banks and banking too. 

 

Dr K.Suryanarayana1, Mrs Sk.Mabunni, Mrs  M. Manjusha have examined e-banking and its implications in 

banking industry. They have stated that banking sector has been making rapid straights by using information 

technology as a platform and endeavouring to scale higher heights. Commercial banks in   India are now becoming 

a one-stop supermarket. The focus is shifting from mass banking to class banking with the introduction of value 

added and customized products. 

 

Dr.K.Uthayasuriyan, Dr.S.Kesavan in their paper have discussed the  changes  brought  about  by  IT  

(Information Technology),  new  products,  more  sophisticated customers, changing  cost  structures,  and  

enhanced  competitive pressures have all combined to transform the structure of the banking  industry. And with 

further development of new technologies, the industry will likely continue to evolve. 

 

Role of IT in banking 

The first software packages for banking applications in India appeared in the middle of the 1980s, when banks 

began minimally computerising their branches. Banks opted for Total Branch Automation (TBA) packages as 

hardware costs began to decline and low-cost yet powerful PCs and services became available in the early 1990s. In 

addition to the rapid change in communication technologies and the development of the innovative idea of 

convergence of communication technologies, including the internet, mobile/cell phones, etc., the middle and late 

1990s saw a cyclone of financial reforms, deregulation, globalisation, etc. Technology continues to play a 

significant influence in how banking institutions operate and the services they offer. Safekeeping of public funds, 

money transfers, issue of draughts, investigation of available investment opportunities, and lending of draughts. 

 

Designing complicated products, enhancing market infrastructure, implementing efficient risk management 

techniques, and assisting financial intermediaries in reaching geographically dispersed and diversified markets are 

all made possible by information technology. The internet has become a crucial medium for the distribution of 

banking services and goods. 

 

By just pressing a few keys, users can monitor their accounts, acquire account statements, transfer money, and buy 

draughts. Smart cards, or cards with a microprocessor chip, have given the situation a new complexity. A 

description of "Cyber Cash" is that all financial transactions occur through "Cyber-books." It is now simple to 

collect telephone and electricity bills. The adaptability and adaptability of internet technology have provided banks 

with previously unheard-of opportunities to interact with their consumers. Banking services have undoubtedly 

experienced significant transformation, and clients' expectations of banks have grown significantly. 

 

IT is gradually transitioning from a support role to a key ally in boosting a bank's worth over time. IT accomplishes 

this by maximising banks' proactive measures, such as enhancing and standardising banks' infrastructure in terms of 

security, communication, and networking, achieving inter-branch connectivity, transitioning to an RTGS 

environment, forecasting liquidity by creating real-time databases, and using imaging and magnetic ink character 

recognition technology for check clearing, to name a few. Indian banks are making a major push into retail banking. 

The increased sophistication of technology and the rising popularity of the Internet have been the primary drivers of 

charge. Customers' expectations are evolving as they transition from traditional banking to e-banking. 

 

Application of IT in banking 

Internet Banking 

Internet banking enables you to do a variety of financial activities using a personal computer. You could, for 

instance, use your computer to examine your account balance, request account transfers, and make electronic bill 

payments. 

 

Customer service requests can be handled automatically without the involvement of customer service people using 

the Internet banking system and technique, which connects a personal computer via a network service provider 

directly to a bank's host computer system. The system is able to differentiate between customer service requests that 

can be handled automatically and those that need to be handled by a customer care agent. The technology is 

https://www.researchgate.net/profile/Buelent-Balkan
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interconnected with the bank's host computer system, enabling remote banking customers to use the bank's other 

automated services. The steps of the invention's method include entering a customer banking request at a remote 

personnel computer from a menu of banking requests, sending the banking requests over a network to a host 

computer, receiving the request at the host computer, determining the type of customer banking request received; 

automatic logging of the service request, comparison of the received request to a table of request types that has been 

saved, each of the request types containing an attribute to indicate whether the request type can be performed by an 

automated system or by a customer service representative; and, depending on the attribute, the request will either be 

forwarded to a queue for an automated system to handle or to a queue for a customer care agent to handle. 

 

Automated Teller Machines (ATM): 

A bank customer can operate an automated teller machine (ATM) in a public setting to acquire cash withdrawals 

and other banking services. ATMs are unmanned electronic devices that are connected to a data system and related 

equipment. Sometimes known as a cashier or an ATM; also known as a money machine. 

 

In order to access their bank accounts, order or make cash withdrawals (or cash advances using a credit card), and 

check their account balances, customers of a financial institution can use an automated teller machine, also known 

as an automatic teller machine (ATM), which is an electronic computerised telecommunications device (or cashier 

in the UK). In addition to accepting cash and checks, many ATMs also enable users to transfer funds between bank 

accounts, top up their mobile phones' pre-paid balances, and even purchase postage stamps. 

 

The consumer inserts a plastic card with a magnetic stripe or a plastic smartcard with a chip, which carries their 

account number, to identify themselves at the majority of current ATMs. The customer next enters a passcode, 

often known as a PIN (Personal Identification Number) with four or more numbers, to confirm their identity. A 

transaction can be completed by the customer after successfully entering the PIN. 

 

Some ATMs will attempt to detain the card if the number is input incorrectly numerous times in a row (often three 

times per card insertion). This is done as a security measure to stop an unauthorised user from guessing the PIN. If 

the bank that issued the card is not the ATM owner, captured cards are frequently destroyed because it is impossible 

to establish the identity of non-customers. 

 

Tele Banking: 

With the advent of online telebanking services, it is now possible to conduct a wide range of banking-related 

activities, including financial transactions, from the comfort of the customer's selected location anywhere across the 

GLOBE and any time of day or night. The customer can access his account by contacting the provided Telebanking 

number from any location using a landline or a mobile phone, and by following the user-friendly menu, the 

complete banking process can be done through the Interactive Voice Response (IVR) system. When enough 

hunting lines are made available, consumer calls are unlikely to be dropped. The system is bilingual and provides 

the following services: 

 

 Automatic voice-out of the default account's balance. 

 Balance and transaction inquiries together 

 Examining every term deposit account 

 Account statement sent through fax, email, or regular mail. 

 Request for a chequebook 

 Stop payment that is rapid and online 

 Money transfers with CBS are rapid and automatic. 

 Paying utility bills 

 Renewal of a term deposit that occurs instantly and automatically 

 

Smart Card: 

Typically, a smart card has an incorporated 8-bit CPU (a kind of computer chip). On one side of the card, the 

microprocessor is hidden beneath a touch pad. Consider the microprocessor as taking the place of the traditional 

magnetic stripe found on credit cards and debit cards. 

 

Security is the purpose of the smart card's microprocessor. In fact, the microprocessor and host computer "speak" to 

one other. Access to the data on the card is restricted by the microprocessor. These cards' chips have a wide range 

of transactional capabilities. A user could, for instance, make purchases using their credit card, debit card, or 

reloadable stored account value. The smart card's increased memory and processing power are many times more 

than those of conventional magnetic-stripe cards and can support multiple applications on a single card. Because it 

can store identity data, there will be no need to shuffle among cards in a wallet to select the proper one; instead, just 

use the Smart Card. 
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Smart cards can also be used to authenticate users on a personal computer with a smart card reader adapter. In 

comparison to the United States, smart cards are far more common in Europe. Smart cards are widely used in the 

banking and health insurance sectors in Europe. A smart card for health insurance is available to every German 

citizen. Although smart cards have been in their current form for at least ten years, they have just recently begun to 

gain popularity in the United States. 

 

Debit Card: 

Check cards are another name for debit cards. Debit cards resemble credit cards or ATM cards in appearance, but 

they function like cash or personal checks. Credit cards differ from debit cards in several ways. A debit card allows 

you to "pay now," whereas a credit card allows you to "pay later." With a debit card, your money is instantly taken 

out of your savings or checking account. Many establishments, including grocery stores, retail stores, petrol 

stations, and restaurants, accept debit cards. Anywhere that merchants display your card's name or emblem, you 

may utilise it. They provide an alternative to carrying cash or a chequebook. 

 

E-cheque: 

The electronic equivalent of a paper check is known as a "e-cheque." The E-informational Cheque's and legal 

framework are identical to those of paper checks. It can now be used for all types of remote transactions in place of 

paper checks. Similar to a physical cheque, an electronic cheque is "written" by the cheque writer using one of 

several different electronic devices and then electronically "given" to the payee. The electronic cheque is 

"deposited" by the payee, who then receives credit, and is "cleared" by the payee's bank to the paying bank. The 

paying bank verifies the electronic check before "charging" the check writer's account. 

 

Advantages & Drawbacks of IT in banking 

Advantages 

Convenience: By banking online, you can conduct your financial transactions whenever you like. You are no 

longer constrained by the branch's operating hours because online banking is a 24-hour service. Additionally, you 

don't have to travel to the branch and wait in line as usual, freeing up more time for you to pursue your interests. 

 

Mobility: As long as you have access to the Internet, you can conduct online banking from anywhere. You may 

still take care of your banking needs whether travelling or away on business. For individuals who own a 

Smartphone like the Apple iPhone, iTouch, or a Blackberry, some banks, including Bank of America, have even 

developed mobile applications. You won't have to worry about missing a payment or engaging in other reactive 

financial activities thanks to this increased mobility. 

 

No Fees: Since an online bank doesn't have to worry about covering all of the extra costs associated with 

maintaining an actual bank facility, fees can be minimal and frequently aren't charged. Checking and savings 

accounts offered by fully online banks typically have no fees at all. Depending on the sort of account you currently 

have, you could be saving a quite good amount of money. 

 

Greater Interest Rates: Once more, because there are fewer expenses associated with operating an online bank, 

higher interest rates are frequently available for such accounts. A completely online banking account is typically 

required for higher concentration rates. 

 

Online Statements: The majority of online banks make an effort to reduce their use of paper. Since most 

statements and correspondence are completed online, less paper is consumed and sent to you. Again, this will assist 

in lowering the cost of the online bank. Additionally, this makes online banking a fantastic environmentally friendly 

solution. Beware, some banks do charge for physical copies of certain documents. 

 

Direct Deposit: You can arrange for any incoming funds, such your salary, to be promptly deposited into your 

bank account by the firm sending the funds. The fact that you don't have to spend the time depositing the check and 

that the money enters your account more quickly means that you can earn interest more quickly. 

 

Automatic   Bill   Paying: You can automate paying your monthly bills using automated billpaying. Undoubtedly, 

you must put something up, but the effort will be worthwhile in the end. First of all, if your bills are regularly paid, 

you shouldn't ever forget to make a payment. Additionally, by not worrying about the time it takes to mail in your 

payment, you may keep your money in your account for a little bit longer, earning you a little bit more interest. You 

also save money on postage. Finally, you can truly stop utilising checks and reduce the amount of paper consumed, 

making this a far greener method of banking. 

 

Transfers: Online transfers between accounts with the same financial institution can be completed practically 

instantly. There is no restriction on the money being moved around, and you may do it whenever you want and 

from anywhere. Additionally, you save time by visiting the neighbourhood branch. You don't have to take the 

money around with you, making it easier and safer to transfer money to other financial institutions.  
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Drawbacks  

Bank Relationship: The chance to build a personal relationship with a traditional bank is offered. Knowing the 

staff members at your local branch can be helpful if you ever require a loan or a specialty service that is not often 

provided to the general public. If your personal circumstances change, a bank manager normally has some 

discretion to modify the terms of your account. They can assist you in finding solutions to issues like reversing an 

unfair cost or service charge. Additionally, your banker will get to know you and your particular demands. If you 

have a business relationship, it might be helpful if you need funds to expand. If you have a supporter who is 

familiar with your company and can attest to your operational strategy, it will be simpler to secure the bank's 

backing. 

 

Transaction Issues: Face-to-face meetings are occasionally necessary to finish intricate transactions and solve 

significant issues. A conventional bank can arrange meetings and bring in specialists to address a particular 

problem. Additionally, some direct banks may make foreign transactions more challenging or even impossible. A 

typical bank with a drive-through window might be more practical and resourceful if you frequently deposit cash. 

The fact that most direct banks lack their own ATMs is probably another issue. You will be charged for using an 

ATM unless an internet bank has a network agreement with another bank. 

 

Service Problems: Some direct banks might not provide all the full financial services that traditional banks offer, 

like insurance and brokerage accounts. Loyal customers may occasionally receive unique services from traditional 

banks, such as discounted rates and free financial advice. Additionally, there are no online options for common 

services like notarization and bank signature guarantees. Every financial and legal transaction needs these services. 

 

Privacy: The same rules and laws that apply to traditional banks also apply to direct banks, and the FDIC provides 

account protection. Your account information is protected by sophisticated encryption technologies, but no system 

is faultless. Accounts might be the target of phishing, hacking attacks, malware, and other illicit behaviour. 

However, since your account balance is so easily available, one benefit of online banking is that you are more likely 

to discover a security issue more quickly. The majority of banks now make scanned copies of cleared checks 

available online, which aids in preventing and identifying check fraud. It allows for the verification that all checks 

are signed by you and that the amounts on them have not been changed. If discrepancies are found in a timely 

manner, they can be reported and looked at right away. The potential of identity theft is a big worry, but some 

online banks take it more seriously than others. Thoroughly research the bank's security rules and safeguards before 

creating an online account to be sure they live up to your expectations. 

 

CONCLUSION 

 

Today's banking sector is extremely competitive. Banks are pursuing the newest technologies as a means of 

surviving and expanding in the rapidly shifting market environment because they are seen as a "enabling resource" 

that can aid in the development of learner-friendly, more adaptable structures that can react quickly to market-

related dynamics. The current study comes to the conclusion that e-banking has fundamentally revolutionised the 

banking industry by giving its clients tremendous prospects. By spanning borders and creating new opportunities, it 

has radically altered the banking industry. It has drastically reduced delivery and transaction costs globally, which 

has had a considerable impact on banks' strategic business concerns. Customer happiness is one of the advantages 

that banks experience while implementing e-banking. Customers are more engaged because they can access their 

accounts whenever they want, from anywhere, and this fosters ties with banks. 
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