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1.INTRODUCTION:

Technology has opened up new markets, new products, new services and efficient delivery 
channels for the banking industry. Technology refers to the acquisition, processing, storage and 
dissemination of all types of information using computer technology and telecommunication systems. 
Technology includes all maters concerned with the furtherance of computer science and technology and with 
the design, development, installation and implementation of information system and applications banks 
have been using technology to improve their products and efficiency. Today, technology is not only changing 
the environment but also the relationship with customers. Technology has not broken many barriers but has 
also brought about superior products and channels. Banks are increasingly interconnecting their computer 
systems not only across the branches in a city but also to other geographic locations with high-speed network 
infrastructure, and setting up local area and wide area networks and connecting them to the Internet. 
Technology has brought various products like net banking, credit card online, mobile banking, online 
payment of tax, phone banking, bill payment, shopping, ticket booking, railway ticket booking through 
SMS, card to card funds transfer, funds transfer anywhere banking, internet banking, mobile banking etc. 
The advancement in technology especially internet has led to new ways of doing business in banking. These 
technologies have cut down the time and facilitate working simultaneously on different issues and 
increasing efficiency. It allows the user (customers) to operate accounts from any branch if it has installed 
core banking solutions. This new platform has changed the way of working in the banks.

2. OBJECTIVES OF THE STUDY

The main objective of the paper is to focus on the Technological Innovations in Indian Banking 
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Sector. Specific objective are:-

To study the progress of computerization in the Banking Sector of India.
To study about various forms of technical products available in India.

3. RESEARCH METHODOLOGY

This study is primarily qualitative in nature and do not uses any quantitative tool to analyses the 
data. It has been conducted mainly on the basis of literature survey and secondary information. Various 
journals, magazines, articles and published data from various issues of the Banking Sector have been 
referred to writing this paper 

4. EVOLUTION OF TECHNOLOGY IN INDIAN BANKING

The important events in the field of Technology in the banking sector in India are:

Introduction of card-based payments- Debit/ Credit card in 1980. 
Introduction of Automated Teller Machine (ATM) in 1988
Introduction of Electronic Clearing Services (ECS) in 1990.
Introduction of Electronic Fund Transfer (EFT) in 2000. 
Introduction of Structured Financial Messaging Solution (SFMS) in November 2001
Introduction of Real Time Gross settlement (RTGS) in March 2004. 
Introduction of National Electronic Fund Transfer (NEFT) as a replacement to Electronic Fund 
Transfer/Special Electronic Fund Transfer in 2005/2006. 

5. RECENT DEVELOPMENTS IN BANKING SECTOR 

5.1 Automatic Teller Machine (ATM)

ATM is an electronic machine, which is operated by the customer himself to make deposits, 
withdrawals and other financial transactions. The facility to use ATM is provided through plastic cards with 
magnetic chip containing information about the customer as well as the bank. This card is magnetically 
coded and can be read by this machine. Each cardholder is provided with a secret personal identification 
number (PIN). ATM facility is available to the customer 24 hours a day 7 days a week. ATM performs routine 
banking transaction without interacting with a human teller. ATM can be used for payment of utility bills, 
pass book update, transfer of fund between accounts and cash into accounts, balance enquiry etc.

5.2 Electronic Clearing Service (ECS)

Electronic Clearing Service initially introduce in Chennai, Mumbai, Calcutta and New Delhi. ECS 
is a mode of electronic funds transfer from one bank account to another bank account using the mechanism 
of clearing house. It is very useful in case of bulk transfers from one account to many accounts or vice- versa,  
Electronic clearing service available to all corporate bodies/Government institutions to make bulk payments 
or receipts of a similar nature especially where each individual payment is of a repetitive nature and of 
relatively smaller amount. 

5.3 Electronic Funds Transfer (EFT)

Electronic Funds Transfer is a system whereby anyone who wants to make payment to another 
person or company etc. can approach his bank and make cash payment or give instructions/authorization to 
transfer funds directly from his own account to the bank account of the receiver/beneficiary. Complete 
details such as the receiver's name, bank account number, account type (savings or current account), bank 
name, city, branch name etc. should be furnished to the bank at the time of requesting for such transfers so 
that the amount reaches the beneficiaries' account correctly and faster. RBI (Reserve Bank of India) is the 
service provider of EFT.

5.4 Society for Worldwide Inter-Bank Financial Telecommunications (SWIFT)

SWIFT as a cooperative society formed in 1973 with 239 member banks from 15 countries with its 
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headquarters at Brussels. It started functioning in May 1977. RBI and 27 other public sector banks as well as 
8 foreign banks in India have obtained the membership of the SWIFT. It provides highly cost effective, 
reliable, secure and rapid mode of transmitting financial messages worldwide.

5.5 Real Time Gross Settlement (RTGS)

Real Time Gross Settlement system, introduced in India since March 2004, The (RTGS) Real Time 
Gross Settlement system is maintained and operated by the RBI and provides a means of efficient and faster 
funds transfer among banks facilitating their financial operations. The RTGS is a system through which 
electronics instructions can be given by banks transfer funds from their account to the account of another 
bank. The Inter-Bank Payments handle large amounts of money. The RTGS system is one in which payment 
instructions between banks are processed and settled individually and continuously throughout the day.

5.6 Point of Sale (POS)

Point of Sale (POS) service is an innovative electronic money transferring system that allows the 
customers of banks to pay for their purchases through use their ATM card, Debit card and Credit card at any 
POS enabled retailer.

5.7 Internet Banking

Internet banking enables a customer to do banking transactions through the bank's website on the 
Internet. It is a system of accessing accounts and general information on bank products and services through 
a computer while sitting in its office or home. This is also called virtual banking. In traditional banking one 
has to approach the branch in person, to withdraw cash or deposit a cheque or request a statement of accounts 
etc. but internet banking has changed the way of banking. Now one can operate all these type of transactions 
on his computer through website of bank.

5.8 Electronic Data Interchange (EDI) 

Electronic Data Interchange is the electronic exchange of business documents like purchase order, 
invoices, shipping notices, receiving advices etc. in a standard, computer processed, universally accepted 
format between trading partners. EDI can also be used to transmit financial information and payments in 
electronic form.

5.9 National Electronic Funds (NEFT)

National Electronic Funds Transfer is a nation-wide payment system facilitating one-to-one funds 
transfer. Under this Scheme, individuals, firms and corporates can electronically transfer funds from any 
bank branch to any individual, firm or corporate having an account with any other bank branch in the country 
participating in the scheme.

5.10 Mobile Banking

Mobile banking facility is an extension of internet banking. Mobile banking refers to the access of 
account, transfer funds, summary sheet and other banking services through use of Mobile. In mobile 
banking, the services are provided by the association of banks and cellular service providers through SMS or 
WAP enabled mobile instruments. Mobile banking can perform all the banking functions such as money 
transfer, credit card payment, bill payment, account updates and other transactions.

5.11 Magnetic Ink Character Recognition (MICR)

MICR is a character recognition technology adopted mainly by the banking industry to facilitate 
the processing of cheque.

5.12 Structured Financial Messaging Solution (SFMS)

Structured Financial Messaging Solution, introduced in India since November 2001. The SFMS 
provides security in the various electronic funds transfers services introduced by RBI such as the Credit 
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Clearing and Debit Clearing and the retail Electronic Funds Transfer (EFT) system and prevents 
unauthorised usage.

5.13 Core Banking Solutions (CBS)

CBS is one of the recent developments in the field of Banking. It is a facility provided by banks in 
which a person having an account in one branch can operate his account in another branch. This has become 
possible because each account holder is given a specialised computerized and unique account number.

6. IMPACT OF TECHNOLOGY ON BANKING SYSTEM

Technology today has become synonymous with banking and Indian banks have put in place a 
fairly strong infrastructure to leverage its benefits. Technology has made a visible difference in the 
functioning of banks and conduct of banking operations. Banking industry is growing rapidly with the use of 
technology in ATM, E-banking, Net-banking, Mobile-banking and Tele-banking, CRM, computerisation in 
the banks, increasing use of plastic money, establishment of call centers, etc. Banking sector plays a very 
important and crucial role. With the use of technology there had been an increase in penetration, productivity 
and efficiency. It has not only increased the cost effectiveness but also has helped in making small value 
transactions viable. It also enhances choices, creates new markets, and improves productivity and efficiency. 

7. CONCLUSION

Technology has become lifeline of excellence and efficiency for banking institutions.  Technology 
has opened up new markets, new products, new services and efficient delivery channels for the banking 
industry. Online electronics banking, mobile banking and internet banking are just a few examples. The 
technological innovation in Banking Sector has set the stage for unprecedented increase in financial activity 
across the globe. The progress of technology and the development of worldwide networks have significantly 
reduced the cost of global funds transfer. It is technology which enables banks in meeting such high 
expectations of the customers who are more demanding and are also more techno-savvy compared to their 
counterparts of the yester years. They demand instant, anytime and anywhere banking facilities. It is 
technology which enables banks in meeting such high expectations of the customers who are more 
demanding and are also more techno-savvy compared to their counterparts of the yester years.
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