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Preface

215 Century belongs to Information Technology, Banking Industry adopted
technology in early 1990’s, an attempt is made to venture into the space occupied
by Banking in Technology. The book is of topical interest and it will provide
requisite knowledge in Banking Technology and it will come handy to Bankers,
Teachers & Students. An attempt is made to present the inputs in a lucid form so

as to enable the reader to understand the concepts with ease.

Mr. Mir Irfan Saab has worked in multiple countries in Investment, Banking
& Academic Industry, his valuable inputs make this book even more global &
significant. The deep insights provided by Asif Saab & Mr. Srikanth is quite
appreciable.

| express deep sense of gratitude to all my Co-authors (Mir Irfan Ul Haque,
Md Asif Pasha, D. Srikanth). Special thanks to my holy Mother (Rani Bai), Wife
(VS Ranjeetha) and Daughter (VS Shreshta) who constantly supported and
motivated me for timely completion of the book. Last but not the least | thank lord

LakshmiNarayan for the knowledge and wisdom bestowed on us.

Suggestions for improvement of the book are solicited. | also thank the

publishers for the timely publication

Author (s)
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About the Book

In India, of the nation-wide banking industry of hundreds of banks,
thousands of branches and crores of customers and huge daily transactions
running into thousands of crores of rupees, Information Technology (IT) is really a
boon with any number of economies and benefits which make banking, a very
dynamic, profitable and large customer and public-interface industry. It appears to
have brought forever bounce and gait to the banking industry and put it on a roll. In
India, a forever spring, it has given rise to 24/7/365 formula banking in place of 10
AM-4 PM banking. With no drudgery and cost cuts and economies, many banks
are innovating 12-hour, 8-8 banking, and money is available on tap through ATMs
and credit and debit cards and retail banking. Literally, the banks are after the
customers and clients.

In fact, banking today is IT-oriented. IT Applications IT is noted to be of
universal application, from, say, homes to the horizons or housewives to the outer
space, as no other technology hitherto in human civilization and it is held to be a
talisman to all problems confronting humanity. The technology fits into a tiny chip
embedded in a handy box and opens up the whole universe for view,
communication, business and production, travel and entertainment and whatnot. In
India, the governments, central and state, are doing their best to spread this
wonderful technology to all sectors, all corners, all villages and towns, to every
man, woman and child in a drive towards what may be called IT-empowerment.

More specifically, the technology is found to be most profitably applicable to
all main sectors of the economy, to all groups of industries and to individual
industries and all firms, under which banks come. It is not yet the end of the
technology, which appears to be a forever ‘revolutionary’ technology.

For, according to the famous Moor’s Law, after Gordon Moore, one of the
founding fathers of IT and IT revolution, every 20 months or so, the technology
takes a very radical and revolutionary turn for the better. Already, IT is found to
have application in different fields and is ready to spread its wings to other sectors
and confer its benefits, as NGOs, all-women SGHSs, education, law, printing,
tourism, medicine surgery, matrimony, and others. In banking, it is for Core
Banking Solutions (CBS).

It is indeed a wide field of application of IT, which is a hybrid technology of
computers and telecommunications, so a powerful product as any hybrid product,
such as the hybrid seed of rice, wheat, etc., which are believed to have ushered in
the Green Revolution in the country in the 1970s and thus freed the country from
food shortages and the pangs of hunger, and the technology by, say, bridging the
gap between the lab and the field forever may usher in a permanent agricultural
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revolution, as a for-ever revolutionary technology. Its application extends to the
whole field of human activity. It has knit the world together, and has opened up
worldwide means of communication and interaction and trade and businesses, and
e-businesses. Along with the other fields, the IT is also applicable to the banking
industry.

The technology is attributed with many benefits, namely, efficiency,
productivity, accuracy, speed, diversity, connectivity, automation, economy,
growth, equity and mass application. In banking, IT can be seen to facilitate
24/7/365 and anytime and anywhere banking.

“An automatic computer is a machine that accepts data as its input,
processes it by doing some kind of manipulations, and produces the output. More
technically, a computer is a high speed electronic digital data processing machine.
In layman’s language, the automatic computer may be picturized as a Black Box
into which is fed data and which, after a slight pause, responds with reports,
forecasts, analysis, satiations, etc.

The book is of topical interest and is useful for Bankers, general public,
students & teachers of both UG & PG programmes.

Thank You

Author (s)
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Banking Technology

1

INTRODUCTION

Objectives
. To know the origin of IT in Indian Banking
. To study the penetration of Technology in Banking Industry

Introduction

Indian banking, not the indigenous but the modern or present type is of
more than 250 years old, with the first Bank of Hindustan founded in 1770, and
it could not have had smooth sailing till Independence and after also. The first
bank of limited liability established by Indians was Oudh Commercial Bank in
1881, so late after the first Bank of Hindustan. The Punjab National Bank,
which stands even today as a prominent nationalized bank, came in1894, and
the Swadeshi movement of 1906 gave rise to the establishment of more banks
by the Indians, but the First World War period (1914-1918) was a witness to
the failure of nearly 600 banks. The Imperial Bank of India was established in
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1921 from the presidency Banks of Calcutta, Bombay and Madras (1806,
1840 and 1843) the Reserve Bank of India was founded in 1935 and
nationalized in 1949, and the Banking Regulation Act was passed in 1949.
Thus, the three presidency banks appear to have laid the foundation of modern
Indian banking.

tCw
AN

In 1947, there were 94 banks, all private, with 2700 branches and

aggregate deposits worth Rs. 928 crore. In 1969, 14 major banks were
nationalized, which was a turning point in the history and development of
banking in the country and another 6 banks were nationalized in 1980, making
it another turning point, and in between there were RRBs, (Regional Rural
Banks) sponsored by the nationalized banks and the SBI group for purely rural
operations with a district-wise Lead Bank Scheme. Banking reform followed
the M. Narasimham Committee Report (1991), allowing among other things,
private banks which came in 1993, and another Narasimham Committee
followed in 1997 to make suggestion regarding the banking system in respect
of performance and capital norms, the result of which is what may be called
new banking of IT (Information Technology), Competition, Consumer and
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Customer power and made up of public, private and foreign banks. It is a well
competitive sector which must conform to the international standards in
performance and technology in which IT is the mode , which needs no saying.
IT is an integrating technology. A view of the growth and extent of the banking
sector in post-nationalization period which the Indian banking sector appears
to be sizeable with about 66000 branches and Rs.1.3 million crore deposits, by
the mid- 1990s by which time banking reforms and IT also commenced in right
earnest. As on 2023 the Indian Banks are marching ahead with 162904 bank
branches and Rs. 180.44 lakh crore deposits.

Indian banking industry is about to follow Basel norms and will have to
maintain a CAR (Capital Adequacy Ratio) of more than 12% which means
more capital infusion and moreover there is no scope for weak banks to
perform well. As a result RBI (Reserve Bank of India) is stressing on mergers
and amalgamations in banking industry. Capital adequacy ratio (CAR) is the
ratio of a bank’s capital to its risk-weighted assets and current liabilities.

As of now (2023) Indian banking is a 3-sector model of public, private
and foreign banks in which PSBs are predominant. So, as such given to a
good deal of inter as well intra sectoral competition. It has to reach 100 and
above crores people and nearly 6 lakh villages for which IT is believed to be a
convenient and cost-effective tool. As of now, Nationalized banking is a
predominant feature of Indian banking but what happens in near future we

have to wait and watch.

Use of modern, state of the art technology in banking is being
increasingly seen as an essential ingredient not only of good customer service,
but also of good housekeeping. The good old manual systems on which the
Indian banking industry has depended upon for centuries are perhaps unable

to deliver the goods any more. About four decades of public sector banking
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( Starting with the nationalization of the Imperial Bank of India in 1955 ) has
widened the banks’ branch network and customer base to such gigantic
proportions that the time tested manual systems of yesteryears are now
buckling under the pressure of sheer volume and variety of transactions.
Hence, this repeated outcry for the use of modern technology is seen as

panacea for most of the ills that afflict the banking sector today.

The banking industry is very much dependent on the customer good
will, for which IT is believed to open a new window of great opportunity by way

of good Customer Relationship Management (CRM).

The concept of CRM is now gaining a wide acceptance and is now
recognized as a powerful tool for business development in banks and to have
an edge over the competitors. CRM is a process used to learn more about the
customer’s needs and behaviors in order to develop a stronger relationships
with them. Using CRM a business can provide better customer service,

discover new customers and finally improve the efficiency of the business.
Indian Banking Sector

Banking is an expanding sector of the Indian economy. It appears to be
a field of intense activity, with new products, new services and new players,
and is said to have successfully traversed a difficult route and attained the
present peaks. The sector contains public, private and foreign banks, of which
the public sector ones are the chief ones.

The tasks and challenges of the sector can be well imagined by the
national economic setup in which it has to operate, vide Table 1.2, it is a
comparison between 2005 and 2023. We can see the expansion of banking

sector with the advent of IT.

The sector, presently, is invigorated by economic and banking reforms

encouraging private and foreign banks, foreign capital participation, loan
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recovery legislation, securitization of debt, capital infusion, international capital
adequacy norms functional autonomy to the PSBs, etc., which are said to
explain the present well doing of the bank, as a whole. The sector, therefore,
should discharge its services appropriately. IT and CRM are good aids in the
banks’ services mission, as new and highly facilitative factors, with the help of

which the sector and its services can soar to new heights.
Economic Services

The Indian economy (IE), after more than two centuries of colonial rule
by the English and comparative stagnation is a developing economy in the
process of socio-economic transformation, which can be seen from the table
given below giving the structure and the transformation of the economy
between 1950-57 in which banks and services had played a crucial part,

especially after their nationalization.

Table I.1: Select Indicators of the Indian Economy 1950 - 51

No. Indicator Value
1 2 3
1. Population Millions 361
2. Food grains Million tones 50.8
3. Literacy rate (%) 18.3
4. Gross Domestic Saving (% GDP) 10.4
5. Finished Steel (Million tones) 1.04
6. Cement (Million tones) 2.7
7. Coal & Lignite (Million tones) 32.3
8. Crude Oil (Million tones) 0.3
9. Export (Rs. Crores) 606
10. Import (Rs. Crores) 608
11. Birth Rate (Per 1000) 39.9
12. Death Rate (Per 1000) 27.4
13. Life Expectancy at birth (Yrs) 32.1
14. Per Capita NNP at 1980 — 81 prices 1127
15. GDP (Rs. Crores) 1980 — 81 prices 42.871

Source: Government of India, Economic Survey, Ministry of Finance, New Delhi



6 Banking Technology

The description of Indian economy of 1950-51 at that time was as an
over populated underdevelopment economy. The country was a by — word for
mass poverty. There are propellers of such an economy among which the
banks are the foremost. In 1950 — 51, the Indian economy was a 36 crore
population, 50 mts food grains, Rs. 10,000 crore national income and about
Rs. 300 per capita income economy, the poverty and backwardness of which
can be well imagined. In 1950 — 51, on an average, a person had to live on

about Rs. 1 a day, which even for those far off times cannot be considered.

Banking, in the circumstances, too as already been seen, to be a good
deal underdeveloped. For, the saving potential of the economy, vide the table
1.1 supra No.4, was just about 10 per cent much of which could not have been
in the form bank deposits. Banking, at the time, was not only greatly

underdeveloped but also mostly or almost urban

Since 1950 — 51, the economy had gone through nine five year plans
and is in the middle of the Tenth Five Year Plan (2002 — 07). The plan, among
things, aims at a never before growth rate of 8 per cent. This is a break with 3
— 5 per cent rate of growth, hitherto. It is from relative stagnation to growth.
The resultant transformation of the economy can be seen in the table given

below.

Table 1.2: Indian Banking Sector

No. Particulars 2005 2023

1 2 3 4

1. Type Mixed Mixed

2. Population 102 crore + 140 crore

3. Villages 5,80,781 Nearly 600000
4. Towns 4000 4000

5. Plan X (2002 - Q7) IVX (2023-28)
6. FDI 49 -

7. FDI Voting Limit 10 -

8. PSBs 27 12
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9. RRBs 196 43

10. Private Banks 30 21

11. Foreign Banks 36 45

12. Bank Branches 68,000 162904

13. Deposit Rs. 17,53 Lakh crore | 180.44 lakh crore
14. Deposit as % GDP 60 72.09%

Source: RBI Bulletin

The sector has to cater to the banking needs of a population of 140
cores, living in nearly 6 lakh villages and 4000 towns and cities, many of
whom are living below the poverty- line. The sector is noted to be almost self —
sufficient, capable of meeting the credit needs of different sectors of the
economy, requiring no FDI, which however is quoted.

The PSBs (Then 27 & Now 12 ) and RRBs numbering 196 then and 43
now are the backbone of the sector, which is credit with nearly 163000
branches and Rs. 180 Lakh crore deposits, with deposits making a healthy
73% of GDP.

The sector as such should be a part and parcel of the people’s lives.
PSBs, in particular, should extend their services to the common people,
without which banking in India, including the select banks, will be failing in their
national duty and service for which they are specially meant. Banking in India
should be the common-man’s banking, encouraging their deposits and mindful

of their small credit needs or micro-finances.

In sum, Indian banking, is of special type with social commitment and
special credit services to the underdeveloped sectors like agriculture and
programmes like the programmes of poverty alleviation and others, which
should be regarded as the strength of Indian banks and banking industry. The
banks in their services are regulated and guided by the RBI, the central bank
of the nation for sound and socially-oriented banking services which meet the

ends of growth and equity.
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Banking and its IT Applications

Globally, banking is driven by IT. Application of IT enables a bank to
make the dream of customers — anywhere, anytime banking a reality. To
attract and retain good customers, banks have started exploring innovative
products and services through a variety of delivery systems. Technology has
emerged as a catalyst and a driving force in enhancing the quality of service to
the customers as also improving business performance thereby giving a
competitive edge to a bank over others. Single Window Service, ATM facility,
Customer Site Terminals, Tele Banking, Smart Cards, EFT etc., are already
introduced by the application of IT, keeping the discerning and demanding

customer satisfied.

Banking is a universal service sector or industry, which touches every
individual and every sector of the economy. Banking, to mean primarily
commercial banking, consists of raising of deposits from the public of various
durations. Current to Fixed and advancing those deposits as credit to

agriculture, industry, trade and any other productive service.

Banking is so essential for the functioning of an economy and its
growth. Commercial banks are known as the purveyors of credit, which is
called the life-blood of industry and trade. Hence, the importance of banking
and commercial banks (CBs) for the economy and the pivotal role of banking in

national economic life.

Banks are the reservoirs of the money as well as quasi- money as
cheques, drafts, deposits, credit cards, etc. Besides, they are so essential for
business transactions or dealings. They are the index of economic
development of a country and with IT they are expected to go universal and
global to 24- hours on-line banking, and with IT there are many changes in the

banking picture.
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IT is computers plus connectivity, instant communication and data
transfer, etc., the result of which is a close banker and customer related
banking. CRM, obviously, is the management or holding of close and useful

relationship and transactions with the customers.

Information Technology, if correctly implemented, will reduce cost of
operations, give increased revenues, enable better decisions and vastly
improve efficiency in banks, while the customer can get quicker service from
banks at a single window, banks will be able to keep their books up-to-date
without any additional effort by the application of IT. This leaves the bank more
time to devote to business planning and development, recovery of loans and
devising innovative delivery systems to serve the customers better than its

competitors.

While permitting the entry of new private sector banks, as a part of the
overall financial sector reform, the RBI had spelt out a few important
considerations, one of those key considerations was that the entry of the new
Private Sector Banks should result in up gradation of technology in the banking
sector. The guidelines for Private Sector Banks issued by the RBI in January
1993, further mentioned that “such a bank shall make full use of modern
infrastructural facilities in office equipments, computer, tele-communications

etc., in order to provide good customer service.
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RBI’s Committees on Banking Technology

The interdependence of IT and Banking and the resultant boost to the
economy and its growth is the point made out by Dr. Jalan (Ex Governor RBI)
and he terms IT ‘revolutionary’. He also warns of a pitfall to the banking sector,
which is ‘disintermediation’ unless the banks change their mindset and improve
their human resources and CRM. Thus, in the new banking setup of IT, CRM,
which in simple terms is customer service emerges as a crucial factor

according to Dr. Jalan and others also.

Dr. C. Rangarajan, Former Governor of the Reserve Bank of India, has
had the distinction of heading two RBI committees on computerization and
thus opening up a new area of studies and contributing to an understanding of

the economics or business of computerization in the banking sector.

This apart, there is also his individual contribution (s) to the theme-IT-
Banking-CRM. In his Committees also, Dr. Rangarajan had noted of better
customer services following computerization in banking as the first benefit.

Following up, in a seminal Note, “Banking in the High-Tech
Environment,” he examines the banking system of the country in the high-tech

IT environment. According to Dr. Rangarajan, the banking industry is in the
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process of a ‘breath-taking transformation following economic reforms,
liberalization and globalization, expanding its size, reach, functions, portfolio,

and products and services. Today, it is quite competitive.

To these are added the technological changes, thus making the banking
transformation a double transformation. This change is well described by the
distinguished IT and banking expert in the following words, quite admirably.
“The new technology has radically altered the traditional ways of doing banking
business. To understand this paradigm shift, one has to look at the banking
scenario in developed economies. Increasingly, the customers in retail sector
are doing business with their banks from the comfortable confines of their
homes or offices. Customers can view the accounts, get account statements,

transfer funds, purchases drafts by just making a few key punches.

Availability of ATMs and plastic cards to large extent avoid customers
going to branch premises for cash. Cards with embedded micro-processor
chips, also called smart cards, are adding a new dimension to this scenario. A

further innovation on this is the introduction of cyber cash and e-cash.

Electronic Data Interchange (EDI) is another development that has
made its impact felt in the banking industry. The networks are helping to
automate the funds transfer thus resulting in a more efficient payment systems.
High speed reader sorters linked to mainframes process millions of cheques
using image processing.

Image processing captures, digitizes, archives and processes electronic
images of documents. Increasingly all clearing settlements such as inter-bank,
government securities and foreign transactions are conducted on real time
basis and are known as real time gross settlement (RTGS). In effect, in
banking industry, technology is finding its use in five key areas, convenience in

product delivery and access, managing productivity and performance, product
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design, adopting to market and customer needs and access to customer
market. For the banking sector in India, these development are of real
interest”. Thus, Dr. Rangarajan well brings out the great facilities of IT in the

banking sector, as a win-win technology.

The most visible symbol of this technological transformation in banking,
Dr. Rangarajan notes, is computerization and inter-branch and intra-bank
connectivity. Rangarajan makes a valid point that banks should not
concentrate on just asset management, but also on the liabilities-side, from
where itself the CRM appears to start. Give your depositors good returns and
services and funds-security, is Dr. Rangarajan seeming advice to the banking
whose base is the customers, both as depositors and borrowers. The customer

is said to be the king in banking.
Information Technology as a Strategic Response

It brings out the various facets and phases of information technology
from time to time, propelled by the market forces or free market to which the
banks had to strategically respond for survival and growth and customer

satisfaction.

Otherwise, the king customer would have rejected and deserted them
one for the other. That is, in the opinion of Dr. Padwal- a banking expert, IT
and the Renaissance CRM are the result of the strategic response of banks to
open borders, intense competition, foreign banks entry with their advanced
technology and management, de-regulation, etc., presenting the banks with
the choice of IT and progress or non-IT and stagnation and decline. In the
situation, the customer, say, suddenly, is found to be the focus of attention,
who is to be rendered good banking services . It is now for the banks to prove
their loyalty to the customers with good banking services and customer

relations . With IT, the banks can well manage their customer relationship and
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services. Thus, economic and banking reforms are viewed as leading to IT in
banking, which should lead to good customer services and heightened banking
activity and profitability.

The contribution of Reserve Bank of India, which appears to be an
admirable central banking institution in charge of the economy and the
economic health of the nation, including that of the premier banking sector , the
theme is for-ever monitoring the IT situation among other things and reporting
in the annual banking publication-Report on Trend and Progress of Banking in
India, The Report, for example, for 2002-2003, among other things, reported
70 percent computerization in PSBs and joint ATMs, besides a good deal of
EFT, credit and debit cards, etc., which is a far improvement over just 4523 -
PSB branches ‘negotiated’, with the unions, computerization in 1995-96. The
reports are for total IT-solutions to banking in the country. They are important
contributions to the literature on the problem of IT and CRM, which is the new
business model of banking in the country.

As on 2023 we find it is 100% computerization in all the formats of
banking (Public, Private & Foreign banks )

The RBI, former Governor Dr.Y.V.Reddy felt that the right way for the
banking sector to hold itself against competition is through application of IT and
CRM. The goal for IT in banking is seen as core banking solutions, which
connect the bank’s branches throughout the world. The RBI’s latest directive is
for doorstep Banking services. Bank customers can now look forward to home
delivery of banking services, with the central bank allowing banks to employ
even agents to extend doorstep banking.

Summary

The above discussion perhaps may be summarized to get at its main

thrust, for guidance in the present exercise.
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1. Banking is a crucial sector which keeps the rest of the economy moving

by providing vital credit and capital for which healthy banking is needed.

2. In India, it is a crucial Rs. 184.35 lakh crore deposit, 162904 branches,
15.93 lakh workforce sector touching every one, in one form or the
other, and every aspect of the national economy, and an aid to

economic growth. (RBI Bulletin, latest figures as on 2023)

3. The sector has been in a quite transformation for quite some time
through IT, which has opened a window on the world and enables
worldwide communications and business transactions. It is far advanced
of computerization and simple communications.

4. IT, among other things, has opened up an instant channel of
communication between the banker and the customer.

5. Public confidence being the very foundation of banking, IT is expected
to considerably impact on customer relationship as a result of which

there may be a Renaissance in CRM.

IT — Banking — CRM

Accordingly, of all, it would be interesting to discuss the impact of IT on
CRM, the catch-all of banking services, in the banking sector with reference to
either a bank or group of banks for comparison in a specific region, through a
direct evolution of IT and banking services, which is carried out in the present
discussion . It is expected to help understand the important relationship
between IT and CRM in the mass customer and service based banking

industry in forthcoming chapters.
Glossary

o ATMs: Availability of ATMs and plastic cards to large extent avoid

customers going to branch premises for cash. Cards with embedded
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micro-processor chips, also called smart cards, are adding a new
dimension to this scenario. A further innovation on this is the
introduction of cyber cash and e-cash. Automated Teller Machine helps
the customer withdraw & deposit money 24 hours a day 7 days a week
and 365 days a year.

. Electronic Data Interchange: EDI is another development that has
made its impact felt in the banking industry. The networks are helping to
automate the funds transfer thus resulting in a more efficient payment
systems. High speed reader sorters linked to mainframes process
millions of cheques using image processing. Image processing
captures, digitizes, archives and processes electronic images of

documents.

. RTGS: Increasingly all clearing settlements such as inter-bank,
government securities and foreign transactions are conducted on real

time basis and are known as Real Time Gross Settlement (RTGS).

. Banking in 5 Key Areas: In effect, in banking industry, technology is
finding its use in five key areas, convenience in product delivery and
access, managing productivity and performance, product design,
adopting to market and customer needs and access to customer
market. For the banking sector in India, these development are of real
interest”. Thus, Dr. Rangarajan well brings out the great facilities of IT

in the banking sector, as a win-win technology.

. IT (Information Technology): IT is the combination of 3 important

elements which are as follows....
1. Software
2. Hardware &

3. Humanware
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Short questions
1 Write a note on Indian Banking Sector
2 Banking & IT Applications

3. RBI

4 Banking Technology

5. Information Technology

Essay Type questions

1. Explain the origin of Computerization in Indian Banking Industry
2. Explain RBI’'s committees on Banking Technology
3. Information Technology as a strategic response. Discuss

Vow
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IT IN BANKING

Objectives
o To study the conceptual framework of IT in Banking sector
o To understand the role of IT in Banking Industry

Introduction

Information  Technology (IT), also called ICT (Information
Communication Technology) is the technology which is impacting every aspect
of human life and every economic and business activity, industry and services
and every imaginable activity, as perhaps no other technology in human
history. It is not only an industry- of- industries and a service-of- services, but
also a big industry in itself made up of hardware, software and human

resources segments. The technology is acclaimed as a great creator of wealth



18 Banking Technology

and welfare and of all, forging of new human relations. It is noted to have
extinguished national borders, boundaries and distances. IT is a many-in -one
technology, the impact of which on banking and banks appears to be quite
profound as changing the very concept of banking to all-time and all place
banking, the nucleus of which is known to be the computer, which is the very

symbol the civilization of today. It is met in every field of life and activity.

Need of Technology
of Banking

“The computer is a household name today. It is no longer a device to be
used only by highly qualified engineers or scientists. It is popular today with all
kind of people from businessman to employees, from engineers and scientists
to school going children. Today, students, both at the school levels, have
started getting a feel of the computer; it has been introduced as one of the
subjects in the regular curriculum of studies. Unlike the development of other
areas of scientific, technical and other interest, the computer science has come
like a storm and is here to stay and conquer. The state of affairs is similar to
the one at the time of the Great Roman / Emperor Julius Caesar, when he
uttered the word, “Veni, Vidi, Vici” (I came, | saw, | conquered), after the victory
at Zela in 47 B.C.
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In the seventies, the computer was a luxury which only the economically
developed countries could afford to make use of. Today, even the developing
countries are finding it difficult to live without this magic device. It is no longer a
luxury. It has become a necessity. And more so, it has become affordable. It is
the ‘Aladdin’s Chirag’ of the twenty first century

Today, it is not just be educated to any level but also need to be computer
educated and familiar with IT to carry one’s line of activity with ease and
efficiency. It is, for example, a great earner which has, say, put Microsoft’s Bill

Gates of Windows Operating System, at the head of the world’s richest people.

That wonderful machine computer, which is a familiar thing in its various
forms, the MAINFRAME to the PC, is the basis of the new technology called
IT, which is stated to have put tremendous, almost unlimited, information at the
disposal of the people due to the fast changing computer technology
increasing in speed, accuracy, storage, memory, functions, languages, etc.,
plus revolution in communication technology of telephone, fax, internet,
communication, networking, etc., which have enabled very fast means of
communication, data access, data transmission, dates storage, data uses, etc.
The present times, it is quite well know, are known as the age of information,
thanks to the revolutionary communication technology and computers which
make available data at a ‘click’ of the mouse, and the present times and
society are known as ‘knowledge driven ones’. In this connection, it is well
known that knowledge is power over nature and the production of goods and
services using the resources of nature which go into human consumption and
promote the welfare of the masses. IT thus, is a human-faced technology,
while the computer technology is seen in the well affordable desk-and- lap top
computers, communication technology is on display all over in cell phones, net

and such other things.
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Thus, the acclaimed and revolutionary information technology is a
combination of computer and communication technologies and their
networking for a free flow of information across the world on the cyber-high
way. “The term information technology is often used in a broader sense to
include information system as well as information technology. However,
information technology is mainly a synthesis of development in the field of

computer science and the development in telecommunication technology”.

Thus, IT is 2-in-1 technology of computer and communications. It has
given rise to cyber cafes and chat rooms. The latest thing being
communication Technology has found its place in mobile phones and the

access to it very easy and simple.

The latest manifestation of which is business process out sourcing
(BPO) which is upsetting there employment markets in developing countries
and creating good job opportunities for the young and old, men and women in
India, China, and other developing economies has given rise to the concept of

‘home office’ (work from home)

“The developments in the telecommunication technology in the first half
of the twentieth century led to installation of worldwide telephone system, radio
and television network and later development of satellite based communication
made communication more efficient, reliable, cost effective and also increased
the coverage as the technology matured.” IT is a strong hybrid technology,
which is a powerful combination of computers +communications C+C=2C,
either one of which is well powerful alone and the combination of the two or the
two together is doubly or more than doubly useful and highly convenient. The
technology is said to have reduced the world and the universe into a box,
which is the single most tool of work, education, entertainment, etc, it is a deus

ex machine - a God-like machine which is multi functional. In banks, computers



IT in Banking 21

greet the customers at every service window and for example, as you pay or
draw cash, there is a simultaneous entry of it in the a/c, on every operational
desk, it has replaced thick registers and laborious data entry and calculations.
The things have become even more simple in the banking arena with the
advent of advanced technology. Right now Artificial Intelligence (Al) is
considered as a game changer in the field of banking with more innovations.
Banking Services laced with Artificial Intelligence (Al) will pave the way for

New Banking.

India, happily, is regarded as an IT-hub of the world, overtaking the
West and the Eastern formidable power of China, turning out every year an
estimated 2 lakh computer science and IT graduates, who can change the

dynamics of IT-industry throughout the world.

Not surprisingly, IT has been found to the most preferred destination,
here as well abroad, of the elitist, knowledge-wise, IIT graduates. The ITians
have a life- style of their own and a good work-culture. IT is the academic
fashion of the contemporary times, and through IT, the world is at one’s finger-
tips. So is banking. It is taking banking nearer to the customers, the kingpins of

the industry.

What is more, IT is proving to be an ever bettering technology and a
mass-one with its products like cell phones being affordable to the commoner.
There are quit affordable computers costing Rs.15k and less. IT is economic

empowerment.

In the case of groups like SHGs, of all- women, whose symbol is the
Cell Phone ( CP), Having understood the nature and character of IT, as a
combination of computer and communications, 2C technology, it is not difficult
to envisage the key elements of the technology as made up of hardware,

software and human ware. Human ware is the combination of software and
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hardware elements that make human interaction with a device as good as

possible.

Of course, these categories fall each into sub-categories, as Hard Ware
(HW) into CPU, monitor, Keyboard and Mouse, and the CPU into memory,
control and Arithmetic and Logical units etc. Needless to say, SW is also made
up of various operating systems as DOS. UNIX, WINDOWS, MS-OFFICE
programming languages, etc. and communication network is made up
telephones, cell phones, internet, browsers search engines, about which there
is nothing static or fixed. The elements are dynamic. Various components of IT

are taking a periodic quantum jump, as the cell phones.

1. Computer hardware-CPU, memory, control, logical unit, disks, disk

drives, monitor, keyboard, mouse, printers, etc.

2. Operating system and application systems and languages-Dos, UNIX,
WINDOWS, MS-OFFICE, word, Excel PowerPoint, etc.

3. Software packages, development tools used for storage and processing

of data, and transfer of data and others like programming languages.

4, Networking systems, which include networks operating within a local
area to networks which operate world-wide which enable the computers
to be inter-linked a store, exchange, process and down loads the

information.

Computer and communications, apart from their applications in any
number and all industries had given rise to giant computer hardware and
software and communication industries like Microsoft in the USA and Infosys in
India, whose results impact upon the stock-market fortunes. For example,
when the IBM, Infosys technology and other tech-companies declare less then
guarterly (Q) expected results, there are great losses in market capitalization of

those companies, as a 220-pt dip in the BSE index on 15" April, 2005 on
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account of lower than expected profits of the IT major Infosys Technology for
the quarter April-June, 2005. It has also happened during Pandemic as well
(2019-2022).

Thus, not only the IT is the ruling Technology, but IT companies also
rule over the stock markets and the economies. IT appears to be the major
Technology of the present times, which is applicable in each and every field of
human activity, and in all industries. It has spanned new economies, new
companies, new industries, new work rules (24/7/365) and entirely new
cultures and life-styles. IT is a great and the most happening segment of the
economies from the USA to surprisingly India, which has the respect of an
economically zooming and powerful country like China in respect of IT.

The technology, the big T, appears to be a savior, briefly, the
components of IT are computing, data storage, information, data transfer,
down-loading inter-connectivity, voice, imaging, and speed, accuracy,
programming, model-building, fore-casting, printing, communication, which are

of universal application.

In banking, it is really a boom freeing the banks from their age-old
drudgery of data. In India of the nation-wise banking industry of hundreds of
banks, thousands of branches and cores of customers and huge daily
transactions running into thousands of cores of rupees, IT is really a boon with
any number of economies and benefits which make banking, a very dynamic,
profitable and large customer and public-interface industry. It appears to have
brought forever bounce and gait to the banking industry and put it on roll.

India is number one in technology as quoted by the New York ace
Columnist Thomas Loren Friedman is true because advancements in data

transmission made is possible for information to travel around the world in
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seconds. He further told that technology is the main reason the world flattened

out, making us all global neighbors.

In India, a forever spring, it has given rise to 24/7/365 formula banking
in place of 10 AM- 4 PM banking. With no drudgery and cost cuts and
economies, banks like ICICI & HDFC are innovating 12-hour, 8 AM — 8 PM
banking and money is available on tap through ATMs and credit and debit
cards and retail banking. Literally, the banks are after the customers and
clients. Banking today is IT or e-banking which is totally changing the

dynamics of the Banking industry.

Even Jack Welch (Former CEO of GE) told that everyone in the world
should learn, like how to do or conduct business online. He then immediately
set up a gefinancial.com and offered all products and services under one roof.
Now, all are doing the same by selling their products and services online and

banking is not an exception.
IT Applications

IT is noted to be of universal application, from, say, homes to the
horizons or housewives to the outer space, as no other technology hitherto in
human civilization and it is held to be a talisman to all problem confronting
humanity. The technology fits into a tiny chip embedded in a handy box and
opens up the whole universe for view, communication, business and

production, travel and entertainment and what not.

In India, the governments, central and state are doing their best to
spread this wonderful technology to all sectors, all corners, all villages and
towns, to every man, woman and child in a drive towards what may be called

IT-empowerment.
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More specifically, the technology is found to be most profitably
applicable to all main sectors of the economy to all groups of industries and to
individual industries and all firms, under which banks come.

It is not yet the end of the technology, which appears to be a forever
revolutionary’ technology. For, according to the famous Moor's Law, after
Gordon Moor, one of the founding fathers of IT and IT revolution, every 20
months or so the technology takes a very radical and revolutionary turn for the
better.

CBS- Core Banking Solutions

CBS refers to the networking of different bank branches that enables
customers to opt for varied banking facilities from different corners of the world.
The entire banking application is based on a centralized server and can be
used via the internet.

Already, IT is found to have application in the following fields and is
ready to spread its wing to other sectors and confer its benefits, as NGOs, all-
women SGHSs, education, law, printing, tourism, medicine surgery, matrimony,
and others. In banking, it is for Core Banking Solutions.

Manufacturing & Engineering Industry

Medical & health Care

Defense Services

Space

1

2

3

4

5. Security Services
6 Government & Social Services
7 Education, Training & Research
8 Management of Organizations
9 Financial Services

10. Economy & Individuals
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It is indeed a wide field of application of Information Technology, which
is a hybrid technology of computers and telecommunications, so a powerful
product as any hybrid product, such as the hybrid seed of rice, wheat, etc.,
which are believed to have ushered in the Green Revolution in the country in
the 1970s and thus freed the country from food shortages and the pangs of
hunger, and the technology by, say, bridging the gap between the lab and the
field forever may usher in a permanent agricultural revolution, as a for-ever

revolutionary technology.

Its application extend to the whole field of human activity. It has knit the
world together, and has opened up world-wide means of communication and

interaction and trade and businesses, e-businesses.

@asg%munmm

Along with the other field, the information technology is also applicable
to the banking industry, vide item IX of the list of IT application industries. The
technology is attributed with many benefits, namely, efficiency, productivity,
accuracy, speed, diversity, connectivity, automation, economy, growth, equity
and mass application. In banking, IT can be seen to facilitate 24/7/365 and
anytime and anywhere banking.
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“‘An automatic computer is a machine that accepts data as its input,
processes it by doing some kind of manipulations, and produces the output.
More technically, a computer is a high speed electronic digital data processing
machine. In layman’s language, the automatic computer may be picturised as
a Black Box into which is fed data and which, after a slight pause, responds
with reports, forecasts, analysis, satiations, etc. In fact, an automatic computer
consisted of several sections of equipment, watch performing a definite

function”

From the above, some of the benefits of the first plank of the information

technology, namely computers, emerge.

Benefits of IT in Banking

Automation

The technology device made up of a small box
Speed

Accuracy

Multiple functions

Data storage

Less space

Cost cutting

© ©®© N o 0o b~ w0 dPF

Efficiency

o
o

Economy.

To these, add the other wing of the technology, namely,
telecommunication, which transmits data and information, messages, images,

etc, to anywhere to anywhere and makes access to data.

In sum, communications technology evolves a worldwide network of

computers, which is a world-wide connectivity of organizations, individuals,



28 Banking Technology

government, information, communications, data and voice flow, conferencing,
as if the whole world is reduced into the computer box, which opens up the
whole world, and the world today is like a global village, which can be reached
within no time and at any time. There is instant messaging through Whatsapp,
SMS and e-mail. The world of IT or IT world is altogether an exciting world, so

also its banking.
Digital Public Infrastructure (DPI)

Put simply, DPI refers to blocks or platforms, such as digital
identification, payment infrastructure and data exchange solutions that help
countries deliver essential services to their people, empowering citizens and
improving lives by enabling digital inclusion.

A case in point is the India stack- the identity system Aadhaar, payment
platform UPI and others, all of which have been receiving praises globally.
DPI's are interoperable, open and inclusive systems supported that play a

critical role in driving this inclusive digital revolution.

Microsoft founder Bill Gates hailed Prime Minister Narendra Modi and
also praised the G20 grouping for reaching the ‘groundbreaking’ consensus on
the role of DPI as a critical accelerator of the sustainable development goals.
The networked World in Banking

The networked world or the internet is attributed with many advantages,

which are short-listed below, and in banking, it is kiosk, mobile and internet

banking in place of brick-and-mortar banks.

1. World-wide business

2 B2B and B2C relationship
3. Operational cost reduction
4 Virtual office
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BPO, KPO, etc/ Business outsourcing

Lean organizations

5
6
7. Production / Service controls
8 Increase in efficiency

9

Rise in productivity
10.  More business turnover
11.  Higher profits
12.  24/7/365 organizations
SPNS

Shared payment network system or SPNS are the payment systems in
which it provides round the clock banking convenience since a customer of a
bank can perform basic banking functions like cash withdrawals, balance
enquiry etc. It also provides its customers a portal to process payments and

track transactions.
SWIFT

SWIFT is the acronym for the Society for Worldwide Interbank Financial
Telecommunications Network. A SWIFT transfer is a message that has
enclosed payment instructions from a payer or sending bank to a receiving
bank. A BIC code, also known as a bank identifier code, Business identifier
code is a unique code that identifies a specific bank or financial institution in

the global banking system.

BIC and SWIFT codes are often used interchangeably to refer to the
same thing. Both BIC and SWIFT codes serve as unigue identifiers for banks

and financial institutions in the global banking system.
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IT in Banking

IT or Internet banking, also called core banking, is held to be inevitable,
without which the banking is held to sink in the fierce world-wide banking
competition. It has already been seen in this that public sector banks no more
rule the domain of banking, and are joined by both private and foreign

banks.
Arguments in favor of IT

There are a number of arguments which go in favor of IT-banking, which

Computerization
Connectivity
data storage
Processing
Speed
Efficiency
Productivity

cost-reduction
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good customer services
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universal banking
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new products
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new services
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intensive-extensive banking operations etc.

Thus, IT will take the banking to greater heights of customer base,
deposits, lending, turnover and profitability.
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“‘Despite the dichotomy, the Net continues to gain importance in the
commercial world. In most cases, the incentives are either the need to meet
competitive challenges and customers’ demand or the need to cut costs. As
per an international report on internet banking, a banking transaction at a brick
and mortar bank costs around 1.07, $ 0.27 via an ATM, and just one cent on

the internet”.

Thus, IT in banking is seen as economical, competitive and customers
friendly. There is a developed mode of IT applicable in banking, which is made
up of computers, internet, ATMs. But, how far this model of IT comes into
being in a developing country like India is a different matter. However, a
beginning is seen to have been made with computerization, which has a
history of nearly two decades dating to the 1980s in the country. With

computerization, the new communication technology is expected to follow.

Computerization is the first step in information technology, which itself is
quite a challenging task and with the latest in CT, communication technology,
added to the computers, the IT takes off in the banking sector.
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On the whole, the balance sheet of the new technology of IT in banking

sector appears to be heavily weighed in favor with many advantages and

economies.

1.

24/7/365 banking without any commensurate rise in the costs of
banking operation with reduced space and staff. Thus, the technology
greatly overcomes the man-power and physical space limitation in
banking.

More banking customers, more business, more profits without much
organizational and employment problems which make the banks to give
more attention to the core banking business of deposit mobilization and

credit disbursal.

IT promotes more and more business of banking through the marketing
of its business products and services. Thus, IT is a great tool of on line
marketing and banking information, which is an automatic marketing

device.

Time and cost-cutting, which are forever the ideals of organizations and
industries, including banking firms and the banking industry, which have
enormous daily or hourly transactions which are automatically entered
into the computers. Thus, IT is greatly promotive of banking, which is

efficient cluttered and closer to the customers.

Operational costs are reduced due to on-line banking and the result of
the full in operational costs is an increase in operational profits.
Easy access to information regarding bank profiles and individual A/Cs

by the account holders.

Cut — down on brick-and —mortar accommodation investment and thus

on investment cost. Nor is there any need to invest in heavy
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infrastructure of office, furniture, equipment, it being virtual office and

virtual banking.

8. Not the least is satisfactory customer relationship management (CRM),
With the customers as the core of banking and customer satisfactions
promotive of a healthy banking structure, IT is a very useful instrument

for the purpose.
Summary

Information  Technology (IT), also «called ICT (Information
Communication Technology) is the technology which is impacting every aspect
of human life and every economic and business activity, industry and services
and every imaginable activity, as perhaps no other technology in human
history. It is not only an industry- of- industries and a service-of- services, but
also a big industry in itself made up of hardware, software and human

resources segments.

The technology is acclaimed as a great creator of wealth and welfare
and of all, forging of new human relations. It is noted to have extinguished
national borders, boundaries and distances. IT is a many-in -one technology,
the impact of which on banking and banks appears to be quite profound as
changing the very concept of banking to all-time and all place banking, the
nucleus of which is known to be the computer, which is the very symbol the
civilization of today. It is met in every field of life and activity.

Glossary
o CBS: A core banking solution (CBS) is a software system banks use to
conduct and manage their primary operations. It allows customers to

perform transactions from any branch rather than being limited to the

branch where they opened their accounts.
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CBS refers to the networking of different bank branches that enables

customers to opt for varied banking facilities from different corners of the world.

The entire banking application is based on a centralized server and can be

used via the internet.

CBS refers to the networking of different bank branches that enables

customers to opt for varied banking facilities from different corners of the world.

The entire banking application is based on a centralized server and can be

used via the internet.

IT: Information Technology (IT), also called ICT (Information
Communication Technology) is the technology which is impacting every
aspect of human life and every economic and business activity, industry
and services and every imaginable activity, as perhaps no other
technology in human history. It is not only an industry- of- industries and
a service-of- services, but also a big industry in itself made up of

hardware, software and human resources segments.

IT in Banking: IT or Internet banking, also called core banking, is held
to be inevitable, without which the banking is held to sink in the fierce
world-wide banking competition. It has already been seen in this that
public sector banks no more rule the domain of banking, and are joined

by both private and foreign banks.

Conceptual Framework of IT & CRM: The conceptual relationship
between Information Technology (IT), Banking, and Customer
Relationship Management (CRM) is the inevitable result of the adoption
of IT by banking, which, among other things, impacts bank-customer
relationship. IT in banking leads to good CRM. The competitive
business condition in the banking sector has led to a heightened interest
in CRM. The present chapter examines the role of IT and CRM in Indian
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banking. Introduction In banking, it is really a boom freeing the banks
from their age-old drudgery of data.

Short Questions

1. CBS

2 Write a note on IT Applications

3. IT in Banking

4 IT & CRM

5 Advantages of IT in Banking

Essay Type Questions

1. Write a brief note on IT and its applications

2 Explain the role of IT in banking

3 Discuss the arguments in favor of IT

4, Explain in detail the various advantages /Benefits of IT in banking.
5 Explain the concept of networked world in banking

VR
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IT & CRM

Objectives
o To gain familiarity of IT & CRM concepts in Banking
o To gain insights about the role of IT & CRM in Banking

ICT /IT is changing the dynamics of all businesses throughout the world
and banking is not an exception. IT & CRM are the most powerful tools to bring
good business to banking. Banking is innovating new things day by day with
the help of IT and on the other hand banks with good CRM practices is

delighting customers.

Recently, Indian Bank has unveiled IB SAATHI (Sustainable Access
and Aligning Technology for Holistic Inclusion), a financial inclusion solution, to

provide basic banking services to stakeholders through the Business
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Correspondent (BC) channel. With this revamp model, the bank aims to
provide basic banking services at all centres for a minimum of four hours per
day in fixed outlets. Additionally, BC agents will reach out to customers at their
doorsteps. This is one classic example of good CRM. Overall IT & CRM are

here to stay bringing revolutionary changes in the banking industry.
IT Mission

Information Technology appears to be in the technological mode of the
present time, a la mode, in banking, which is expected to rescue businesses
from sloth and inefficiency, if any and establish direct contacts with their
customers for better customer services and increase in their reach. In banking,
which is a mass based and heavy daily transaction industry, the need for IT
could only be more. The industry is, moreover, is so much dependent upon the
customer good will, which can be earned only through good banking services

and profitable functioning.

So, banks in the country are charged, among other things, with a IT
mission, to be accomplished for better growth, service and public oriented
banking. No less than the Reserve Bank of India, which is one of the forward
looking and banker-friendly and customer concerned central banks in the
world, is quite interested in sound banking in the country, particularly in relation
to customer relationship and services, and for that purpose in the ever

advancing and knitting or connective information technology.

The RBI has been seen to be at the new technology drive in the banking
sector since the mid-1980s, following its appointment of the First Rangarajan
Committee on computerization way back in 1983, which submitted a plan for
mechanization / computerization of banks in the country for the period 1984-
89, thus launching the first phase of IT, computerization, of the banking sector.
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It was then some sort of mechanization and computerization, as IT or
ICT at that time had not arrived on the banking or any scene and now it is all
IT. Thus, IT in banking had a modest start and step-by-step progress, with the
consent of all opposing banking unions, withstand alone computerization of
back room or office laborious banking functions like ledger postings with
ALPMs (Advanced Ledger Posting Machines). Hence, the IT mission is of
nearly 35-year standing, and should have been successfully accomplishment
by this time. Presently, the RBI is on a rural banking IT mission, the task
having commenced in urban areas and seemingly to be accomplished in the

urban banking sector of more intensive banking operations.

“The Reserve Bank of India has said that the next big challenge for the
bank is to take technology to the rural areas to introduce innovative, customer
friendly products and services and to reduce transaction costs”. In the word of
the Reserve Bank of India itself, the new rural IT-technology mission is as

follows.

“Traditionally, efforts in technology driven IT implementation has
targeted the metros or big urban customers. The time has now come to make
the benefits of IT penetrate to the rural population as well. There may also be a
need to provide for multi-lingual facilities, which is a migration from the existing
English-only paradigm, in a manner akin to some of the other large countries
like China, Korea and Japan”. So, what may be called “Operation IT (OIT)”
may be taken to have been accomplished in urban banking which is expected

to be fully IT driven.

Technology, at any time or of any sort, by its very name and implication
flowing from the high skilled human resources (HRs) and their inventive

genius, is regarded, today, the most important organizational and production
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input, bringing down costs, increasing efficiency, reducing manpower and

giving maximum possible customer satisfaction.

And, the technology today stands for the all - embracing IT, the
‘Revolution’ of which the LDCs-less development countries and developing
nations like India are not expected to miss at all in the interest of their
economic development and welfare, the counties having missed the first
Industrial Revolution of 1775-1825 which commenced first in England with the

manufacturing and transport sectors.

In other words, IT in India and other LDCs especially in service and
mass based sectors like banking, in this and such other sectors, IT is expected
to cut costs, increase speed, efficiency and productivity and increase their
customers base and public reach and heighten the volume and value of their
businesses, following IT, banking today computerized and on-line banking,

which is all together a new banking concept, which is IT and on-line banking.

If the mission of IT in banking is accomplished, the next thing to follow is
service and relationship mission, to improve or better the banking services and
relationship with customers. Accordingly, while the state of IT is addressed in
this chapter, trends in banking and new age banking are the topics of
discussion in the next two chapters, respectively.

Magnitude of IT in Banking

There appears to be a strong case for IT in the banking sector in the
country, which is of 3 sectors namely, public, private and foreign banks in the
commercial sector. There are, in addition, cooperative, rural and urban banks
and RRBs. There are LABs-Local Area Banks-thus the sector seeming to be
large and varied. Of these, the commercial sector or the scheduled commercial

banks is the largest and 3 sectored.
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Among the banks, Foreign Banks (FBs), to the extent of their number in
the country, can be well imagined to be with the latest technology of world-
class. That, imaginably, is to be their distinguishing feature to distinguish them
from the India banking classes. The new private banks have to first compete
with the foreign banks as they will be aiming at almost the same class of
customers, namely, high net-worth individuals (HNIs), so have to be very
competitive in technology, which leaves the public sector and old private banks

as the most important challenge for IT in banking.

The PSBs are mass banks for whom IT may seem not to make much
difference. They have strong unions which are the champions of the common
man and of themselves and are against any sort of dilution of the public
ownership of the PSBs and their merger into 4/5 large banks, for which they,
making a strong million, had gone on a 1l-day nation-wide strike on the 21
March, 2005. But , ultimately, the PSBs must also fall in line as the Reserve
Bank of India “Concerned with the international image of the India banking
system cannot allow the PSBs to be indifferent to IT. In fact, they need to be

national show-cases of IT with their many branches, mass base and nation-
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wide services. They, PSBs have not only the need but capability or
affordability. Right now (2023) public sector banks are on par with private and

Foreign Banks.

However, in the early days of computerization the banks had to
negotiate year after year about the number of banks to be computerized, which
were out of cost of Rs. 1045 crore, the PSBs could computerize just 2200
against a modest target of 2866 branch, out of the total number of 44,676
branches (2006) or so about, showing a 23% fall in achievement against the
target. In Hyderabad also, of the 544 banks, the PSBs number 456 (2006)
which is a formidable 83.82 per cent. There are a total of 1002 public sector
banks in Hyderabad as of August 11, 2023.

The cost of computerization of these would be considerable; in spite of
which these appears to be no other go from computerization and their mutual

connectivity, or IT. There is, in fact, a strong case for IT in banking in the country.

Notwithstanding the public, private-foreign bank differences and the
voice of reservation from the bank unions, initially and may even now, a strong
case exists for IT application in the fairly large-sized and mass oriented PSBs
to be in tune with the image of a fast growing economy (6.7%), and the keen
competition of the multi-sector banking economy of the country. This has been
well expressed by no less than a person than by N.R.Narayan Murthy, the
doyen of IT in the country, and the founder and chairman of world-famous

Infosys Technologies.

IT makes up an altogether a new banking image, of sleek branches,
computers, inter-connectivity ATMs, speedy and efficient banking transactions,
growing business, competition, globalization, less staff, less clutter and waiting
time etc, and not the least impact of IT is on CRM, a new management and

banking concept.
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Customer Relationship Management - CRM

Relationship CRM
Managenment

E-dail
darketing

3

Competition puts the customer at the centre of business including

banking. The age-old saying in business is that the customer is king, because
of money he expends on various goods and services or the products of
business, which yield business profits which is the goal of management and
following it CRM is of prime importance, particularly in the case of the banking
industry, which is so much customer based and for its expansion, growth and
profitability.

CRM is noted to be systematic management of banking affairs and
services to give the customers, central to the banking industry, good and
satisfying services for expansion and growth. There is a heightened interest in
CRM in view of the competitive business and banking conditions, following the
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opening of the Indian economy to more internal and external competition.
CRM, in sum, is banks and bank management becoming consumers centric
and whole customer oriented. The tenets of CRM are well noted in the

following passage.

“‘Customer has always been at the centre stage of any business
organization. Its capacity to keep the lifeline running of business houses can
never be undermined. But, of late, as an aftermath of opening up of economy
and liberalization the customer is getting more and more attention and focus of

all businesses is now on customer’s satisfaction.

Reasons for this are very much visible and based on certain principles.
The markets are being driven through the forces of demand and supply. And in
the wake of liberal import policies and open doors for foreign investment the
market scenario of businesses has turned from that of sellers’ market to

buyer’'s market”.

There appears to have been a sort of renaissance in customer
relationship management, not only because of competition but also the
information technology in business applications and corporate governance,

calling the businesses to account to their customers, as never before, perhaps.

Today, customers are more money-worth, more confident and desire to
be well attended. They are more knowledgeable of markets, services products,
prices, quality and other conditions, all of which make customer relationship
management crucial for enterprise management. It appears as a separate tool
of management, like market management, human resources management,
financial management. It might have not-much concerned the banks all these
years, but banks or any large scale organization with a large customer base
can neglect CRM at their own peril, in the present highly competitive business

and banking times.
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That is, the customer can no more be neglected or taken for granted.
For, where he is not well attended to and given satisfactory services, he/she
will shift his/her loyalties and migrate to satisfactory CRM enterprises, products

and services.

The customer will shift his patronage from one organization to another.
And one bank to another perhaps and the telephone industry best illustrates
this situation. For example, in cell phones there is constant shifting from one
cell company to another and still another and yet another, depending upon the

price and service quality.

It also happens with the customers of telecommunications as well in the
form of Mobile Number Portability (MNP) wherein customer switches his/her
loyalty from one company to another, for instance when jio telecommunications
(world number 3 mobile network operator) launched its operations way back in
2015 most of the customers migrated from Airtel and other companies to Jio. It

is also quite common in Banks and other companies as well.

Thus, Companies go on losing and acquiring customers depending
upon their customer relationship management and customer service. In a way,
CRM appears to have come to be viewed as the management-of-

managements, or the mother of all managements.

Today’s customer is no more loyal to any particular service or Brand. He
is ready to take whatever comes to his way, in a way he is exhibiting the trends
what we call it as Brand Promiscuity (BP), the customer wants to experiment
with new things. It is just like the flies moving from one flower to another in
search of nectar, in the same way the customer too wants to switch from one

brand to another in order to derive more and more satisfaction.

For the purpose on hand, there are many imaginable tools of CRM,

price, product, PR or public relationship, counseling, call centers, help lines,
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etc. aimed at paying attention to customer-service, of which IT is said to be the
new face of CRM, establishing instant relationship with the customers on an
enduring basis, a two way relationship business or banks to customers and
customers to banks, B 2 C and C 2 B, which are expected to be mutually
beneficial, as well noted by banking experts.

“‘CRM is the information technology face of the business processes that
aim to establish enduring and mutually beneficial relationships with customers

in order to drive customers retention, value and profitability up”.

Thus, the ingredients or components of the CRM clearly emerge from
the above statement of banking experts as a new and dynamic business
concept, aimed at managing satisfactory relationship with customers, the

ingredients of which are:

1. Of the business stakeholders-promoters, shareholders, government,
general public and others, the firm; customers are of utmost importance
giving business and profits to the firm on which all other stakeholders
survive.

2. It is putting the business in the right perspective and in a good customer
relationship, service, interactive and information mode.

3. Good CRM should be among the first organizational and banking
principles. It is more relevant to the banking which has a very large

customer base.

4, The relationship of the customers with the company or of the company

with the customers is as the first stakeholders.

5. Customers’ views and interest should guide the enterprise in its

functioning and planning.
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6. Above all, CRM is good product planning, product quality, fair pricing,
good sales service, fair business practices, and prompt redressal of

customer problems and grievances.

7. Apparently, these are not only good CRM but also business and

banking principles.

Therefore, it is not surprising that the RBI is forever keeping, a watch on
the quality and cost of customer services, and issuing corrective directions, as
the latest directive on credit cards. The latest RBI directive is to display service
charges by the banks.

Starting from October 1, 2023, the regulator wants the bank to offer
cards on multiple networks and give customers the option to select their
preferred card network. Card issuers shall provide an option to their eligible

customers to choose any one among the multiple card networks.

CRM is noted to be systematic management of banking affairs and
services to give the customers, central to the banking industry, good and
satisfying services for expansion and growth. There is a heightened interest in
CRM in view of the competitive business and banking conditions, following the
opening of the Indian economy to more internal and external competition.
CRM, in sum, is banks and bank management is becoming consumers centric
and whole customer oriented. The tenets of CRM are well noted here in the

following lines............

“‘Customer has always been at the centre stage of any business
organization. Its capacity to keep the lifeline running of business houses can
never be undermined. But, of late, as an aftermath of opening up of economy
and liberalization the customer is getting more and more attention and focus of

all businesses is now on customer’s satisfaction.
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Reasons for this are very much visible and based on certain principles.
The markets are being driven through the forces of demand and supply. And in
the wake of liberal import policies and open doors for foreign investment the
market scenario of businesses has turned from that of sellers’ market to

buyer’'s market as already discussed.

There appears to have been a sort of rebirth in customer relationship
management, not only because of competition but also the information
technology in business applications and corporate governance, calling the

businesses to account to their customers, as never before.

Perhaps today, customers are more money-worth, more confident and
desire to be well attended. They are more knowledgeable of markets, services,
products, prices, quality and other conditions, all of which make customer

relationship management crucial for enterprise management.

It appears as a separate tool of management, like market management,
human resources management, financial management. It might have not-
much concerned the banks all these years, but banks or any large scale
organization with a large customer base can neglect CRM at their own peril, in

the present highly competitive business and banking times.

That is, the customer can no more be neglected or taken for granted.
For, where he is not well attended to and given satisfactory services, he/she
will shift his/her loyalties and migrate to satisfactory CRM enterprises, products

and services.

The customer will shift his patronage from one organization to another.
And one bank to another perhaps and the banking industry best illustrates this
situation. For example, in banking and insurance companies there is constant
shifting from one bank to another and still another and yet another, depending

upon the price and service quality.



48 Banking Technology

Companies go on losing and acquiring customers depending upon their
customer relationship management and customer service. In a way, CRM
appears to have come to be viewed as the management-of-managements it is

a quite well known phenomenon.

For the purpose on hand, there are many imaginable tools of CRM,
price, product, PR or public relationship, counseling, call centers, help lines,
etc. aimed at paying attention to customer-service, of which IT is said to be the
new face of CRM, establishing instant relationship with the customers on an
enduring basis, a two way relationship business or banks to customers and
customers to banks, B 2 C and C 2 B, which are expected to be mutually
beneficial, as well noted by an expert.

“‘CRM is the information technology face of the business processes that
aim to establish enduring and mutually beneficial relationships with customers

in order to drive customers retention, value and profitability”.

Thus, the ingredients or components of the CRM clearly emerge from
the above statement of Mr.Agrawal (An eminent personality in the field of
CRM) as a new and dynamic business concept, aimed at managing

satisfactory relationship with customers.
Ingredients of Good CRM

CRM is totally changing the entire landscape of banking gamut inside
and out, so at this stage there is a need to check on the important ingredients
of a Good CRM.

o Of the business stakeholders-promoters, shareholders, government,
general public and others, the firm; customers are of utmost importance
giving business and profits to the firm on which all other stakeholders
survive. It is putting the business in the right perspective and in a good

customer relationship, service, interactive and information mode.
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o Good CRM should be among the first organizational and banking
principles. It is more relevant to the banking which has a very large

customer base.

o The relationship of the customers with the company or of the company

with the customers is as the first stakeholders.

o Customers’ views and interest should guide the enterprise in its

functioning and planning.

Above all, CRM is good product planning, product quality, fair pricing,
good sales service, fair business practices, and prompt redressal of customer
problems and grievances. Apparently, these are not only good CRM but also

business and banking principles.

Therefore, it is not surprising that the RBI is forever keeping, a watch on
the quality and cost of customer services, and issuing corrective directions, as
the latest directive on credit cards. The latest RBI directive is to display service

charges by the banks.

“With profound belief and understanding | stand convinced that if we
take reasonable care to the following aspects, there is no question as why a
customer should not be satisfied, delighted and remain loyal to the service

industries.
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Measures of Good CRM
a. Skill
b. Willingness

C. Systems and procedures
d. Latest technology

e. Good infrastructure

f. Quiality of service

g. Standard of performance
h. Fundamentals of marketing

i. Market research

ii. Publicity

iii. Advertisements

iv. Merchandising

v. Distribution

vi. Customer service and support

Regarding the latest technology, 100 percent computerization is

recommended with core banking solutions.

. ATMs in metros, towns, villages
. NEFT (National Electronic Fund Transfer),
. EFT (Electronic Funds Transfer),

o RTGS (Real Time Gross Settlement System),
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All these latest services are suggested and are operational. According
to the view, good CRM is not just a function of IT, but more of attitude and
professional and concerned behavior. The pieces like that of Kohli (Eminent
Banker) stand out in their fields, as representatives of the ‘new’ thinking in their

fields, as a new technology calls for a new way of thinking and working.

The need, in other words, is for a democracy like thing in CRM. As
noted by this eminent banker, the best of the technologies cannot achieve

much unless the bureaucratic mind-set of banking is altered.

This has been forcefully brought out along with an emphasis on:

o EDI (Electronic Data Interchange),
o GEDIS (Gateway Electronic Data Interchange Service), etc.,
o Trade network, by G.H. Deolalkar, former, Director, National Institute of

Bank Management (NIBM), Pune, in a study entitled “Technology,
Electronic Commerce and Electronic Data Interchange”, which is about
what IT implies in banking. IT is seen as a great facilitator of banking

functions.

J “The key to future success in the area of globalization and liberalization

will lie in developing global mindset and competencies in organizations
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by placing greater emphasis on people skills, adding more global
perspective, creativity, innovation, ability to examine business issues

from points of several disciplines”

o CRM led banking is a novelty, which bring back the banks to their
original moorings of the custodies and trustees of their customers who
are at the root of the banking structure.

o A combination of IT and CRM are most likely to make the banks vibrant
and dynamic, as such, IT has taken roots in the banking industry, which
hold a mirror to other services oriented industries, but CRM has to do
so, yet, the banks need to go or take-off from the consideration of the
customers also without whom there is no altogether.

CRM in Banking
The importance, it seems of CRM in banking needs to be no over-

stressed and IT is well imaginable as an effective tool of management of CRM,

for sales, customer care and marketing promotions.

The large and more holistic view of CRM, ‘managing your customer’
involves a cohesive view of branding, promotion, communication, customer
touch points and may very well include some issues .

The importance of CRM is acknowledged due to customer good-will,
large customer base, need for reaching to more customers and retaining the
old- ones, competition, RBI directives, shift in banking paradigm from the
banker to the customer, globalization, other saving and investment

opportunities with
o better returns,
o public good-will,

o customer pressure,
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public ownership and control of banks,

democratic policy,

consumer movement and consumer forums or courts,
non-banking finance companies and a host of other factors,

of all, world-wide competition is considered at the heart of CRM in the

banking sector, and CRM is believed to have been made easy by the new

technology of IT.

The component of CRM in banking are seen as:
IT and wide IT application,

computerization,

help desks,

good customer relations,

better banking services,

courtesy,

good housekeeping and

a host of other factors.

IT-Banking-CRM Relationship

Banking, as seen, is the business of dealing in money, which has a
network of hundreds of banks,

thousands of branches,

millions of crores of deposits,

crores of depositors and borrowers,

which touches every aspect of the economy and involves daily a large

number of transactions and huge amounts of money. The industry, as

emphasized by the first Rangarajan Committee (1984) needs mechanization to

improve
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efficiency,
speed,
work culture,
reach, etc.,

IT comes handy for the purpose. IT which is computer + communication

technologies or ICT, Information and communication technology, with

computing, storage,

data call-back or retrieval,
connectivity,

internet and

many other features

comes handy for the banking industry and can give complete banking

solutions to all the banking problems and processes, which is called CBS —

Core Banking Solutions.

The result of IT in banking can be well anticipated as:
efficiency,

speed,

accuracy,

ease,

convenience,

data warehousing,

communication,

vertical and horizontal connectivity and so on.
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IT is expected to give rise to a new banking concept, namely e- banking,
among other things IT is expected to initiate and impact up on CRM, it is
anticipated to open a new management window of CRM, which consists of

cordial management of relationship with the customers with

. courtesy,

. concern,

o work culture,

o new banking products and services, etc.

The conceptual relationship of IT-Banking-CRM is the inevitable
adoption of IT by banking, which among other things, impacts upon banks-

customer relationship.

That is, the conceptual relationship between IT and CRM is IT to CRM
and positive or converse. IT in banking among other things leads to a good
CRM. It seems to be that the IT — Banking — CRM relationship is positive in
banking as everything goes in favor of Banking industry

IT is seen as a combination of computer and communication

technologies, the strength of which is:

o data and information storage

o computations

o voice, text and image transfers and
o world-wide connectivity.

Commercial banks are the custodians of public savings and providers of
credit, which is the life-blood of industry and trade. Indian banking is a
sizeable banking sector with many branches and huge deposits, which serves

the credit needs of the different sectors of the economy, besides the poverty
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alleviation programmes. It is seen to enable the banking industry to reach out

to the masses and increase its business, and also go global with good CRM.

CRM is a good customer relationship, and good bank services, which
are satisfying to the customers. In this respect, IT is seen to promote good
CRM by means of its computer, Internet, ATM and other devices which is
expected to result in changes in banking services, and Customer Relationship
Management, seen as the heart of bank management

It is known that computerization, the starting point or the first step in IT
had no smooth change-over in banks with the banking unions opposed to the
move. So, IT had a modest beginning in banks at the behest of the Reserve
Bank of India, with an IT mission for the banks for their technological and

commercial take-off too.
CRM

It is surprising that CRM does not find a place in the scheme of priorities
of the banks, as it is the self which seems to be the primary interest of the
banks , this important concept, according to the banks’ survey results, has not
made it to the agenda of the banks, as yet . But, it has to sooner than later, if

the banks like to have a successful operation.

CRM led banking is a novelty, which bring back the banks to their
original moorings of the custodies and trustees of their customers who are at
the root of the banking structure. A combination of IT and CRM are most likely
to make the banks vibrant and dynamic, as such, IT has taken roots in the
select banks, which hold a mirror to other banks, but CRM has to do so, yet,
the banks need to go or take-off from the consideration of the customers also

without whom there is no business.

Information Communication Technology (ICT) has paved the way for

good CRM. CRM has the power to improve sales volume by adopting
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technology. Many manufacturing and service industries are adopting
Technology and providing good CRM to its esteemed customers. In this 21%
century customer is a King because he has many options and can easily shift

his loyalties to other brands.Thus exhibiting the trends of brand Promiscuity.

So, in this competitive world to face the challenges from the competitors
and maximize sales volume there is only one way ie., maintaining healthy
relationships with the target audiences and going in for better CRM. We,
strongly believe that CRM is the only solution to take the business to
commanding heights and maintain healthy relationship with the prospective
and potential customers.The tenets of CRM are well noted in the following
passage.

“‘Customer has always been at the centre stage of any business
organization. Its capacity to keep the lifeline running of business houses can
never be undermined. But, of late, as an aftermath of opening up of economy
and liberalization the customer is getting more and more attention and focus of
all businesses is now on customer’s satisfaction. Reasons for this are very
much visible and based on certain principles. The markets are being driven
through the forces of demand and supply. And in the wake of liberal import
policies and open doors for foreign investment the market scenario of

businesses has turned from that of sellers’ market to buyer’s market.

There appears to have been a sort of renaissance in customer
relationship management, not only because of competition but also the
information technology in business applications and corporate governance,

calling the businesses to account to their customers, as never before, perhaps.

Today, customers are more money-worth, more confident and desire to

be well attended. They are more knowledgeable of markets, services,
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products, prices, quality and other conditions, all of which make customer

relationship management crucial for enterprise management.

It appears as a separate tool of management, like market management,
human resources management, financial management. It might have not-
much concerned the banks all these years, but banks or any large scale
organization with a large customer base can neglect CRM at their own peril, in
the present highly competitive business and banking times.

That is, the customer can no more be neglected or taken for granted.
For, where he is not well attended to and given satisfactory services, he/she
will shift his/her loyalties and migrate to satisfactory CRM enterprises, products
and services. The customer will shift his patronage from one organization to
another. And one bank to another perhaps and the telephone industry best
illustrates this situation. For example, in cell phones there is constant shifting
from one cell company to another and still another and yet another, depending
upon the price and service quality. Companies go on losing and acquiring
customers depending upon their customer relationship management and
customer service. In a way, CRM appears to have come to be viewed as the
management-of-managements, or the mother of all managements.
New (IT) Banking

The result of IT in banking is the new IT banking, of computers, kiosks,
Credit cards, EFT, ATMs and others, which is functional 24/7/365 or around
the clock, as against the branch specific traditional banking of 9-5 hours with
weekly and yearly holidays with thick registers, laborious entries, postings and
calculations. It is the image of IT in banking and the new IT banking. It may
internally and externally outsource its business processes. The contrast
between the two in the formulas of working, 24/7/365 and 24-X/7-X/365-X, Xs
standing daily hours, weekly days, yearly days off of traditional banking. IT
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appears to make banking an essential as well as an emergency service where

money is available at all hours.

The breath of New Banking (NB) is competition, globalization, new
products and services, new technology, new customer relationship
management, customer rule, efficiency, productivity, diversity, new methods of
management and a changed outlook altogether. Transparency, public welfare,
economic development and universal coverage from poor to the rich, and
above all profitability. It is banking coming into its own or true sense or ultimate
or final stage of evolution in the present time-scope. IT has created new

banking, of round- the clock, banking to the customer.

The Narasimham Committee Report of the government of India, on the
suggestion of the IMF, is said to have initiated the process of changing the
banking structure in the country by suggesting, among other things, throwing
open the field to new private banks with freedom to follow their own credit
policies and who will be showcasing the latest banking, It also suggested
cutting down SLR from 38.5 percent to 25 percent (SLR as on 2023 — 18%).
Not that the NB is well in place, it yet being a model to be pursued.

For example, the PSBs were to be unburdened of their responsibility of
social lending, of 40 % of their advances to the priority sectors of agriculture,
small scale industries, etc The apprehension, therefore, is whether banking
reforms being luke-warm whether the banks responses to IT will also be half-
hearted and felt uneconomical. Yet, there is a good deal of change in the
theory, practices, procedure, timings, products and services and technology of
the banks. Technology (T) was never such a heavy consideration in banking
hitherto as it is today, with the technology now considered as the very breath of

banking.
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HDFC Bank, for example is going from 8 hours to 12 hours banking, 8-
8, to be more serviceable to the customer in view of intense competition in the
banking sector which could not have happened previously. Every bank wants
to showcase its ATMs. Incidentally Andhra bank was the first bank in the state
to introduce MATMs ( Mobile ATMs ) in Hyderabad and some parts of the
adjoining Ranga Reddy district, not to say of its Rs 5/- A/C opening scheme,
quite daring, to reach out to the people, owing to IT. IT banking is taking

banking to the people.

The NB is for sound banking, sound from capital to the quality of credit
to customer relationship to profits to the balance sheets, etc. It is said to be
akin to the banking in the country and credit services, purely business oriented
and like their counterparts abroad, and coming to the centre of the economy as
a great linking chain. It is reoriented or needs to be re-oriented and renewed
from the managerial resources to customer services and relationship for it to
be effective and real. Above all, it is IT driven, according to S.M.Padwal, a
keen scholar of IT in banking in the country, with the IT seen as a by-word for
banking. But in the past, India was noted to be some twenty years behind the
developed countries in computerized banking, which it needs to overcome,
digital banking divide vis-a-vis developed countries.

And in the present times Indian Banking services are on par with foreign
Banks. In fact, their performance is found to be too good when compared to
foreign banks, it is quite evident that more and more banks throughout the
world where underperformers ( Subprime crisis-2007- in US-more than 200
commercial banks were collapsed) when compared to Indian banks in many
aspects especially safety of customers hard earned money. Later on it was
found that from both bankers and customers perspective Indian banks were

doing good.
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“‘Banks all over the world have been using IT from 1960 onwards, and
today it is unconceivable to think of banking without support from IT. In the light
of globalization of economies and interdependence of countries on each other,
there will be limitation to provide protection from the government to different
industries-service or manufacturing-although every government in the world
will provide some sort of protection in the national interest. In all walks of life,
all industries will be expected to face competition from multination guided by
international standards (e.g. ISO 9000). Foreign banks, thus, would be allowed
to open more branches and new private banks are being fully equipped with IT
support and services from branches to corporate offices. Thus the Indian
banking would be required to combat the competition with appropriate IT
strategies”. In these words, the noted management academic specialist Prof.
Padwal makes IT absolutely essential for Indian banking for survival and
growth

The Reserve Bank of India is doing its best to promote the new banking
sector, of IT or ICT on its part. It has been at the propagation of the new
banking technology of computers and communication IT since the 1980s from
the First Rangarajan Committee on computerization. Now, the emphasis has
been shifted from the urban areas to the rural ones, as already seen, for no
real technological transformation of banking can be said to be accomplished
without IT touching the majority rural branches. All the banking reforms and
technological transformation are to meet the needs of patron customers and
make them contented. The new IT banking is expected to encourage thrift and
saving and deposits, and deploy credit in equal proportion to have a higher
C/D., the basis of bank’s profitability.

In another reform step forward and what has been termed by the ET as

a ‘big bang’, the Government of India has lifted, vide the central government
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decision dated 4 May 2005, the voting cap of 10% for private sector banks. In
addition, there is stress on mergers and consolidations of the banks to make
them players in the market to derive the economies of scale. Right now (2023,
it is happening at a greater pace). There is also a rise in the limit of dividends
payable by the banks from 33.33% to 40%. Thus, the Reserve Bank is forever
at improving the conditions of banking in the country and make them
technologically and economically sound, which should be reflective in banking
through IT and good customer services and relations which should be felt by
the customers also in their perceptions regarding banking, IT, banking services
and CRM.

Summary

Thus, more importance is given to CRM in this 21 Century for
successful business in services industry. The main objective of CRM is to
maintain healthy relationship with target audiences , effective and efficient
services can be a reality with the help of latest and highly sophisticated
Technology. Moreover, Technology is playing a pivotal role in providing with
good services and in turn customers are found to be more happy than ever

before.
Glossary

o New Banking: The breath of New Banking (NB) is competition,
globalization, new products and services, new technology, new
customer relationship management, customer rule, efficiency,
productivity, diversity, new methods of management and a changed
outlook altogether. Transparency, public welfare, economic
development and universal coverage from poor to the rich, and above

all profitability.
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IT Mission: Banks in the country are charged, among other things, with
a IT mission, to be accomplished for better growth, service and public
oriented banking. No less than the Reserve Bank of India, which is one
of the forward looking and banker-friendly and customer concerned
central banks in the world, is quite interested in sound banking in the
country, particularly in relation to customer relationship and services,
and for that purpose in the ever advancing and knitting or connective
information technology.

CRM in Banking: The CRM in banking stands for maintaining good
relations with customers, increasing profits for the business and
delighting the customers. The importance, it seems of CRM in banking
needs to be no over- stressed and IT is well imaginable as an effective
tool of management of CRM, for sales, customer care and marketing

promotions.

Measures of good CRM

Skill

Willingness

Systems and procedures
Latest technology

Good infrastructure

Quiality of service

Standard of performance
Fundamentals of marketing
Market research

Publicity
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o Advertisements

. Merchandising

o Distribution

o Customer service and support

. Standard IT Banking Services: There are basic functions of banks,

which are taking deposits and advancing those deposits as loans.
Deposits are of various types, so also advances. There is nothing
extraordinary about these functions which every bank performs. Only,
banks need to be very outgoing in the matter of collection of deposits
and advancing of loans. However, the banks have advanced far — off
from their original services. In addition, the following services are
common in the urban banking services, especially after the advent of IT
and relational banking.

ATMs

Credit Cards

Lockers

Internet Banking

Telephone Banking

Home Loans

Personal Loan
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Car Loans
CRM

For the purpose on hand, there are many imaginable tools of CRM,
price, product, PR or public relationship, counseling, call centers, help lines,
etc. aimed at paying attention to customer-service, of which IT is said to be the
new face of CRM, establishing instant relationship with the customers on an
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enduring basis, a two way relationship business or banks to customers and
customers to banks, B 2 C and C 2 B, which are expected to be mutually

beneficial, as well noted by an expert.

“CRM is the information technology face of the business processes that
aim to establish enduring and mutually beneficial relationships with customers

in order to drive customers retention, value and profitability ”.

o CRM Ingredients: Thus, the ingredients or components of the CRM
clearly emerge from the above statement of Mr.Agrawal (An eminent
personality in the field of CRM) as a new and dynamic business

concept, aimed at managing satisfactory relationship with customers.

i. Customers’ views and interest should guide the enterprise in its

functioning and planning.

ii. Above all, CRM is good product planning, product quality, fair
pricing, good sales service, fair business practices, and prompt
redressal of customer problems and grievances. Apparently, these
are not only good CRM but also business and banking principles.

Therefore, it is not surprising that the RBI is forever keeping, a watch on
the quality and cost of customer services, and issuing corrective directions, as
the latest directive on credit cards. The latest RBI directive is to display service

charges by the banks.

“With profound belief and understanding | stand convinced that if we
take reasonable care to the following aspects, there is no question as why a
customer should not be satisfied, delighted and remain loyal to the service

industries.

o Technology in Banking: Regarding the latest technology, 100 percent
computerization, ATMs in metros, towns, villages and NEFT (National
Electronic Fund Transfer), EFT (Electronic Funds Transfer), RTGS
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(Real Time Gross Settlement System), are suggested. According to the
view, good CRM is not just a function of IT, but more of attitude and
professional and concerned behavior. The pieces like that of Kohil
(Eminent Banker) stand out in their fields, as representatives of the
‘new’ thinking in their fields, as a new technology calls for a new way of
thinking and working. The need, in other words, is for a democracy like
thing in CRM. As noted by this researcher, the best of the technologies
cannot achieve much unless the bureaucratic mind-set of banking is
altered. This has been forcefully brought out along with an emphasis on
EDI (Electronic Data Interchange), GEDIS (Gateway Electronic Data
Interchange Service), etc., trade network, by G.H. Deolalkar, former,
Director, National Institute of Bank Management (NIBM), Pune, in a
study entitled “Technology, Electronic Commerce and Electronic Data
Interchange”, which is about what IT implies in banking. IT is seen as a

great facilitator of banking functions.

Globalization & Liberalization: “The key to future success in the area
of globalization and liberalization will lie in developing global mindset
and competencies in organizations by placing greater emphasis on
people skills, adding more global perspective, creativity, innovation,
ability to examine business issues from points of several disciplines”.
CRM led banking is a novelty, which bring back the banks to their
original moorings of the custodies and trustees of their customers who
are at the root of the banking structure. A combination of IT and CRM
are most likely to make the banks vibrant and dynamic, as such, IT has
taken roots in the banking industry, which hold a mirror to other services
oriented industries, but CRM has to do so, yet, the banks need to go or
take-off from the consideration of the customers also without whom

there is no altogether.
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Short Questions

1 Ingredients of good CRM
2 Measures of good CRM
3. CRM

4 IT Mission

S. IT vs CRM

Essay Type Questions

1. Conceptualise the relationship between IT, Banking & CRM
2 Explain the magnitude of IT in Banking

3 What is the IT Mission of Banking. Explain

4, What is CRM and explain the ingredients of a good CRM

5

what are the measures to be taken for good CRM

VR
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4

IT PROGRESS IN BANKING

Objectives
o To know the trends in Banking
o To understand the latest products & Services in Banking

Introduction

The old world of banking has changed considerably. The forces of
globalization and technology have resulted in increasing integration of
economies across the world. Today, banks are no more competing locally, but
in the global market place. It is important for the banks to adapt to this new
environment and Technology is the leeway to achieve this. In this particular
chapter the Authors have taken due pain to conduct small research to know
the exact situation of IT in the past. For clear understanding both primary &
Secondary data is used to give authentic information to the readers about

ITization in Banking.
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Progress of IT in Banking

IT being the technology of all sectors, there is said to be no escape from
it for the all pervasive banking sector. IT, it is said, is highly favorable to
banking, as universal as the IT itself. Technology in the financial sector in
general and banking industry in particular has had it, but it has become an

issue of how and how speedily.

Hesitation and opposition from some quarters notwithstanding, the
present and future of banking industry cannot be devoid of technology. It is a
means to provide competitive edge and not merely edge for banks. The
adoption of appropriation technology is a matter critical to survival and

continued existence, leave alone growth and development.

In IT, India is acknowledged to be a leader overtaking even the USA
and other advanced countries and is said to be a power house of IT, according
to no less than the author of The World is Flat: A Brief History of the Twenty —
first Century, according to which India is storming the IT bastion and creating a

wave around the world. Banks in the country, it is said, should make use of this
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advantage and built up a strong banking sector in the country which can rival
any banking sector in the world. The aim in banking through IT should be to
build the country as an international banking centre.

In the immediate to medium terms, of South Asia and Asia. As for
Hyderabad is concerned, the city’s banking should aim for a top spot in the
banking space of the nation and also must aim at an international spot with IT
and CRM. Banking in the country is noted to have gone through three phases

of IT in the last 50 years or so.

Phase | — Mainframe era.1960 — early 1970s, when big computers
handled back office functions like payrolls, customer accounts and data base

management’.

Phase Il — PC era — from the 1980s, when computing came into the
front office and front office functions and started empowering the front office

personnel, thereby improving their productivity’.

Phase Il — Internet era — 1990s onward, with a good — bye to stand
alone and the beginning of net work — centric era. So, the select banks
Information Technology should have all of the above features and must also
have the focus of CRM.

Thus, first decade of computerization appears to have been just a
beginning just touching the edge of the problem. It seems to be a very slow
process. ALPMS (Advanced Ledger Posting Machines) appear to have been
the ultimate in computerization in its first decade in banking, which had benefit
of some 6249 ALPMs, in 2303 branches which is some 3 ALPMs per branch.

Evolution of high — tech banking in India has been well brought out by
some banking personnel such as P.P. Pathrose and others. According to it, IT
in the banking sector appears to be a very slow process which is said to be still

going on. The story so far of IT in the banking sector is as follows.
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ALPMs

Mini Computers

MICR Clearing.

PC

International Interconnectivity
Electronic Data Interchange
Electronic Clearing Services
Electronic Fund Transfer

Credit and Debit Cards
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Telephone banking

ATMs
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Payment Banks & Other

The banks have their own technology missions, without which they may
seem out of sync with the rest of the banking structure on the technological

move.
Technology Mission of Commercial Banks

The premier SBI is for fully technology driven banking for efficiency,
profitability, and CRM. ICICI is also for full IT in banking or all IT banking
solutions - anytime, anywhere and any customer banking. ICICI Bank has a
productive and service banking IT mission for seamless or unlimited banking

experience and customer services.

HDFC Bank IT Mission is automotive connectivity banking for better
asset and liability management and customer satisfaction. The banks have
well designed goals for IT which are service oriented. IT sees to herald
customer banking through CRM and other customer related objectives.
Ultimately, IT is to cover every aspect of banking operations, which are

expected to be met.
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In fact, IT no longer appears to be much of a priority of the banks the
task perhaps having been accomplished. There is a standard package of IT,
which come across in banks, such as computerization, computer operation,

online, and ATM access and others including payment banks.

Thus, the Indian banks as well as the banking system as a whole are on
full IT mission or the application of IT for all banking operations for better and
efficient banking functions and for giving the customers very satisfactory

service
ATMs — Automated Teller Machines

ATMs, are the latest buzz words in the Indian banking industry. They, at
least locally, appear to represent, in a way, the IT-take-off of banking and
banks. Advancement over ATMs is MATMs, mobile ATMs, which however are
yet to make any significant mark, with the ATMs in the whole country
themselves being 266000 (June 2023).

Yet, as eminently remarked that branches and ATMs should go
together. ATMs today appear to represent the ultimate in IT banking in the
country. With ATMs, IT is taken to have arrived on the banking and they

appear to be very much in vague in banking in India.
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The new private banks are found setting the trend in ATMs also, with
100 per cent of their branches accessible to ATMs as against 50% respectively
of SBI and other public sector bank’s ATMs are great facilities to access cash
at any time of one’s convenience without the need to visit the branch. The
conclusion to be derived from this technology lesson is that it is the new private
banks which appear to set the trend in the “IT of banking”, notwithstanding of
which it is very difficult to overcome the predominance of public sector banks
due to their general mass appeal and their public ownership and full public
confidence in them. Thus, IT has brought banking nearer and closer to the
customers, majority of their customers may have no need for access to the
ATMs, who may believe in personal each withdrawals and cash payments.
Yet, sooner or later the PSBs also need to go in for 100% ATMs and Mobile
ATMs (MATMs) which is taking banking to the door steps of customers, thanks
to IT in banking, which is providing good services to customers

With all the talk of computerization and IT, it is surprising to find the
branches not so enamored by total computerization, without which they all
seem to be sure of carrying on the businesses at branches. Computerization,
full — scale, is distributed from 1 to 12 priorities, below. There are other priority

concerns of all the banks, which are the following, besides IT.

. NPAs

. Interest rates

o Profit margins

o Customer charges
. Management

o Banking reforms

. Social lending
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. Operating expenses
o C/D

o Credit avenues

o Computerization /IT
o Competition.

These are priority areas and general concerns of the branches. IT is
among the concerns, but not the only concern. Surely, it is acknowledged to be
a good working aid which greatly facilitates banking work and thus appears to
have arrived in banking and is moving towards total application in all the
commercial banks. Significantly, CRM and customer services are not in the list
of priorities in which management or the way bank should be managed either
by self or strict government control appears to the top list of priorities,

113 11}

accordingly “self” rather than the “ customer “ appears to pre-occupy the
commercial banks, contrary to the notion of banks being devoted to public or
customer service as customer service organizations.

Priority Distribution of Computerization among the commercial Branches

Priority Number %
4
1.7
6.7

10.0
10.0
11.7
20.0
5.0
6.7
6.7
5.0
16.7
100.00
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The above Table, lists the priority given to computerization by the bank
branches as No.1 to No.12 priority item. Surprisingly, against all importance
given to IT in banking as a unique banking proposition ( UBP ) only 1 branch
considers it as No.1 priority, 4 as NO 2 priority, none as No. 3 priority, 6 each
as No. 4 and 5 priorities and 7 as No. 6 priority and so on, as many as 12
banks considered it as No. 7 priority and the next highest 10 banks at No. 12,
last priority with a fair degree of computerization and IT already in place, the

Indian banks do not appear to consider it a very priority item.

The state of IT, in other works, appears to be considered satisfactory in
Indian banks and is not much of a priority item. There is also the concept of
partial computerization or branch level computerization. This, surprisingly, vide
Table below scores the majority 36 by the 5™ priority itself. Incidentally, this
number is almost equal to the bank branches of SBI and AB of 40

Partial computerization/ IT Preferences / Priority by the Indian Bank

Branches
Priority No. Frequency %
1 2 3
1. - -
2. 12 20.00
3. 12 6.70
4. 4 16.70
5. 10 16.70
6. 10 8.30
7. 5 8.30
8. 5 -
9. - 8.30
10. 5 -
11. - 13.30
12. 8 3.30
Total 60 100.00

Source: Primary data.



76 Banking Technology

According to the table, partial computerization has a quick score of 12,
4, 10 and 10, total 36 or 60 percent by the 5™ round itself. Thus, the partial
computerization has an early majority and complete computerization a late
majority.

Partial computerization appears to have an immediate appeal for a
majority of the banks, and in both cases the majority is 36. After the 5%
preference, there are 24 branches which number is equal to the number of
ICICI and HDFC 10+10=20, by which private bank branches appear to prefer
partial computerization as only a last result or reluctant option. The IT USP and
the consequent higher image of banks appear to help among other things, their

rising market capitalization.

Due to IT and CRM, economic liberalization and other banks appear to
be considered in a healthy and growing mode and hence the preference for
bank shares in the share market. IT appears to have greatly altered the
fortunes of commercial banking in the country and brought them into far

prominence and greater lime light.

So, broadly, the preference of the public branches appears to be for
partial computerization and that of the private branches for complete
computerization, seemingly their bread-and-butter and scoring tool, which
seems so essential to the ICICI and HDFC banks sample branches. Their
public standing and public commitment appear to make PSBs do with partial
computerization at the branch level for the time being.

Surprisingly, the latest IT banking gadgets of ATMs have also to
struggle till the 12 round of preference for their 100 per cent acceptance
according to the above table.

Still, ATM banking is very much on the priority list of all the Indian

banks, all of which are for 100% ATMs is quite significance of the use of IT at
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every turn of banking operations. The commercial banks are quite at home

with IT and its various devices and products and services.

In a webinar on Financial Inclusion, Highlighting low-penetration of
ATMs in India, Sudhakar Kaza, former principal chief general manager, RBI,
said there were about 2.5 to 2.6 lakh ATMs nationwide (As on 2023) and
suggested at least one ATM per village to synergize digital and traditional
payment transactions . He sought RBI to invite more companies to become

white lable ATM operators ( Non-banking ATM operators).

Distribution of ATM Preferences in the commercial Banks

Preference Frequency %
1 2 3
1. - -
2. 8 13.3
3. 9 15.0
4. 9 15.0
5. 14 23.3
6. 2 3.3
7. 6 10.0
8. 2 3.3
9. - -

10. - -

11. 4 6.7

12. 6 10.0
Total 60 100.00

Source: Primary data.

According to the table data, ATMs appear to be the banks’ predominant
choice by the fifth preference with 8+9+9+14=40. Today, ATMs are very
prominent public face of the banks as an important manifestations or the most
important manifestation of IT in banking, which are very much in evidence in
the select banks as in the banking sector in general. The next step in IT is on-

line banking.
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Kiosks-online Banking

The factual situation in the matter of Kiosks and On-Line banking in the
top commercial banks is as under, which speak of the unfinished task of IT in

the bank branches.

Kiosks and on-line Banking in Bank Branches

No. SBI | BOB | ICICI | HDFC | TOTAL
1 2 3 4 5 6
KIOSKS - - - - -
ON-LINE Banking - - - - -

Toll Free Telephone numbers - - - - -
Source: Primary data.

In complete absence of the facilities of kiosks, online facility, free toll
numbers phone and complete access at the branches, the process of IT in
banking is incomplete. These are very essential free facilities to be provided by
the banks to the customer and the general public for accessing banking

services and coded information.

Herein, both the PSBs, PVSBs are in the same situation, free toll

numbers and complete access and the like are part of CRM exercise.
IT Functions

There is a standard IT in the commercial banks, which pertain to the
day-to-day activities of the branches where most or almost all of the banking
action takes place. It would have been un wise and un-business like if IT or
computer application had not taken place in these cases , the IT application
concerns some daily, routine activities of the banks from cash receipts and

payments to new A/Cs

Computerized Activities in commercial Banks

No. Service Frequency %

1 2 3 4

1. Cash Payment 60 100




IT Progress in Banking

79

2. Cash Credit 60 100
3. Interest Advice 60 100
4. Pass Book Updating 60 100
5. Enquiries 55 91.7
6. Issue of Drafts 53 83.3
7. Statement of Account 60 100.00
8. Issue of Cheque Books 57 95.0
9. FD 60 100.00
10. Opening of Account 60 100.00

Source: Primary data

The above table services are the stock-in-trade or main services of bank

branches, following which they are fully liable for computerization. They

constitute almost 90 per cent of the branch activity and computers are meant

to ease the burden of this work and render good customer services.

The far more than anything else goes to meet the customer

expectations of banking services as well as of IT in banking. IT/Computers are

very facilitative of these activities, which make up the bulk of banking functions

and commonalty in ITization of these services by the PSBs and PVSBSs, viz

public and private sector banks. It is the most common face of IT in the select

banks,
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which find the application of IT to their daily chores convenient,
economical, facilitative, cost effective, efficient, productive and freeing of
drudgery. Without IT, the customers are most likely to view the banks in

unfavorable light and unfavorably, which go against the interest of the banks.
Summary

Progress in Indian Banking is clearly visible. Indian banking is one of the
largest networks of banking in the world. It appears to have come to a take-off
stage both in financial resources and global competitiveness. All over the
world, banking is IT driven and India should also follow the path of technology-
banking. The history of modern IT technology in Indian banking is 35 — year
old. In this period, banks had progressed from ALPMs to ATMs the cash

dispensing machines. The ATMs are like mini banks.

A view of the advancement of IT in banking is reflected in the Indian
Banking. Yet, surprisingly, the branches seems to have other priorities than IT
and the technology appears to be treated more or exclusively for the benefit of
banks rather than of the customer. From the original ALPMs IT in banking has
progressed to all daily functions of the banks. IT in banking appears embodied
in ATMs, mobile ATMs and mini-ATMs.

Glossary

o Mainframe Era: 1960 — early 1970s, when big computers handled back
office functions like payrolls, customer accounts and data base
management’.

o PC Era: from the 1980s, when computing came into the front office and

front office functions and started empowering the front office personnel,

‘ thereby improving their productivity’.
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o Internet Era: 1990s onward, with a good — bye to stand alone and the
beginning of net work — centric era. So, the select banks Information
Technology should have all of the above features and must also have
the focus of CRM.

J ATMs: ATMs are the latest buzz words in the Indian Banking industry.
They, at least locally, appear to represent, in a way, the IT-take-off of
banking and banks. Advancement over ATMs is MATMs, Mobile ATMs,
which however are yet to make any significant mark, with the ATMs in

the whole country themselves being 266000 as on June 2023
Short Questions
1. Technology Mission
2 ATMs
3. Kiosks
4 Online Banking
5 IT Functions
Essay Type Questions
1. What are the latest trends in Banking.Explain
2 Describe the progress of IT in Banking Industry
3. Briefly explain ITization in Indian Banking System
4

Briefly explain IT functions in Banking

VOw
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PAYMENT BANKS

Objectives
o To know about Payment Banks
o To understand the role of Payment Banks

Top 8 Banking Technology
Trends in 2023
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Introduction

India presently has few payment banks which are rendering exceptional
services, these include Phone Pay, Google Pay, Pay TM , Airtel payment
bank, India Post Payment Bank, Fino, NSDL Payment Bank and Jio Payment
Bank. The main objective of these payment banks are to provide banking
services to the masses, thus taking banking services to unbanked and under
banked areas and helping all class of people alike.

In this particular chapter the Authors have taken due pain to conduct
small research to know more about Payment Banks. For clear understanding
both primary & Secondary data is used to give authentic information to the

readers about Payment Banks.

Table 1. BHIM Aadhaar Pay Acquirer & Issuer

S.No Payment Bank BHIM Aadhaar BHIM Aadhaar
Pay — Acquirer Pay — Issuer
1 Fino Payments Bank Yes Yes
2 Airtel Payment Bank Yes Yes
3 Jio Yes Yes
4 GPay Yes Yes
5 PhonePe Yes Yes
6 PayTM Yes Yes

Source: NPCI (National Payments Corporation of India)

A payment bank operates on a smaller scale without involving any credit
risk. It is a new model of banking in India. While most of the people think of
acquiring banks and issuing banks are to be the same but there is a small
distinction among the two. The terms ‘acquirer’ and ‘issuer’ do not only refer to
the involved banks but are indicative of their role in the payment process. An
acquiring bank lies on the merchant end of the transaction, while the issuing
bank is at the consumer’s side. The issuing bank serves as a middleman
between the card network/acquirer and cardholders. In some cases, banks can

operate as both issuers and acquirers.
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BHIM Aadhaar is the common mobile app published and managed by
National Payments Corporation of India (NPCI) for any merchant associated
with any acquiring bank on BHIM Aadhaar Pay service to allow the merchant
to accept payment from a customer of any bank by authenticating the
customer’s biometrics (currently only fingerprints) directly from customer’s
bank account and receive the sale proceeds instantaneously into merchant’s

own bank account.

Merchant must have an Android mobile with the BHIM Aadhaar app and
a certified biometric scanner attached with the mobile phone on the USB port
and both the merchant and customer should have had linked their Aadhaar
numbers to their bank accounts respectively.

Key Highlights of Payment Banks

o It needs to have a minimum paid-up capital of Rs. 100, 00, 00, 000.
o Payment banks can accept deposits up to Rs.200000.

o Payment banks cannot issue credit cards

o Access to diversified services

o It cannot accept NRI deposits

o Focus on Financial Inclusion

o Convenience in payments

J Can issue debit cards

o It cannot issue loans

Table 2: Payment Banks in India: Status Check

Payment Banks Debut Operational 1050 crore retail
GPay 2013 Yes digital payment
PhonePe 2015 Yes transactions worth
PayTM 2017 Yes Rs.51 lakh crore
Fino 2017 Yes processed in
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Airtel 2017 Yes January 2023
India Post 2018 Yes
Jio 2018 Yes

Source: Mint 2023

RBI governor told that about one thousand fifty crore (1050) retail digital
payment transactions ranging Rs.51 lakh crore processed in January 2023, He
also highlighted that UPI (Unified Payments Interface ) has revolutionized the
payment ecosystem with eight hundred and three crore (803) transactions to

the tune of Rs.13 lakh crore were processed in January 2023.

Table 3: Customers with Phobic attitude of IT in Payment Banks

No Feel GPay % PhonePe | % | PayTM | % |Jio| % | Total | %
1 2 3 4 5 6 7 8 9 10 11 12
1. | None(0) - - - - 1 1.67 | - - 1 0.28
2. | Not So 12 10.00 9 7.5 4 6.67| 2 |333| 27 | 750
Good

Source: Primary Data

Table 4: Feel Good Factor of customers with IT in Payment Banks

No | Feel | GPay % PhonePe % PayTM % Jio % Total %
1 2 3 4 5 6 7 8 9 10 11 12
1 | Good 45 37.50 57 47.50 46 76.67 | 44 | 73.33 | 192 | 53.33
2 | Very 63 52.50 54 45.00 9 15.00 | 14 | 23.33 | 140 | 38.89
Good
Total 120 | 100.00 120 100.00 60 100.0 | 60 | 100.00 | 360 | 100.0

Source: Primary Data

Hence, Payment Banks are seen as very good factors in banking by the
customers. They appear to cut down their bank visits and visit and wait time in
the banks. There is a gap between the adoption of IT and its optimum
utilization among the respondents, in which 92.22% (53.33+38.89) are inclined
towards IT and payment bank services (Table 4).

Vide rows 1 and 2 and columns 3- 12 (Table 3), hardly 28 (1+27) of the
sample customers of 360, coming to some 7. 78% (0.28+7.50), that the
customers very much not desire IT and its applications due to phobic attitude,

can be seen in Table No.3. There is a need to bridge up this gap.
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Table 5: Opinion about feel Good Factor in Payment Banks
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Opinion GPay PhonePe | PayTM Jio Total
Good 45 57 46 44 192
Very Good 63 54 9 14 140
Total 108 111 55 58 332

From this it can be discerned that the customers are greatly for
computer and IT application and services in the payment banking sector and
the payment bank staff should also be equally enthusiastic in their services

and relationship with the customers.
Summary

Finally, Due to IT, the stretch of the Payment banks easily extends to
the whole banking and general population with whom it can market itself. It
should be noted that only the payment banks have to rise to the level of IT.

Competition puts the customer at the centre of business including
services industry. The age-old saying in business is that the customer is king,
because of money he expends on various goods and services or the products
of business, which yield business profits which is the goal of management and
following it CRM is of prime importance, particularly in the case of the services
industry like banking and other financial institutions, which is so much

customer based and for its expansion, growth and profitability.

When we speak about services the first and foremost important thing
that strikes our mind is banking and therefore an attempt is made to find out

the nitty-gritty of Payment Banks.
Glossary

o BHIM Aadhaar: is the common mobile app published and managed by
National Payments Corporation of India (NPCI) for any merchant

associated with any acquiring bank on BHIM Aadhaar Pay service to
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allow the merchant to accept payment from a customer of any bank by
authenticating the customer’s biometrics (currently only fingerprints)
directly from customer’s bank account and receive the sale proceeds
instantaneously into merchant’s own bank account.

Payment Bank: operates on a smaller scale without involving any credit
risk. It is a new model of banking in India.

Acquiring & Issuing Bank: While most of the people think of acquiring
banks and issuing banks are to be the same but there is a small
distinction among the two. The terms ‘acquirer’ and ‘issuer’ do not only
refer to the involved banks but are indicative of their role in the payment
process.

An acquiring bank lies on the merchant end of the transaction, while the

issuing bank is at the consumer’s side. The issuing bank serves as a

middleman between the card network/acquirer and cardholders. In some

cases, banks can operate as both issuers and acquirers.

Short Questions

a ~ w0 DN PE

BHIM Aadhaar
Acquirer Bank
Issuer Bank
Payment Banks

google Pay vs Phone Pe

Essay Type Questions

1.
2.
3.

What are Payment Banks? Explain the role of Payment Banks in India
Bring out the differences between Acquirer Bank and Issuer Bank
Explain as how Scheduled commercial banks are different from
Payment banks.

VR
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NEW AGE BANKING

Introduction

New age Banking is the Banking with Al. With the advent of Al (Artificial
Intelligence) and other latest technologies one can see the new face of
banking altogether. Al will be a very powerful tool in the Banking Scenario.

CRM with Al i.,e. CRM powered with Al will add new dimensions in
banking space. You may also call it as Al CRM - the future of Banking. Right
now Atrtificial Intelligence (Al) is considered as a game changer in the field of

banking with more innovative features.
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With the Advent of Al in Banking Industry the things have changed, it

made the sector more customer centric and reduced the costs by increasing
productivity. Al can also pin point fraudulent activities within no time. All
bankers in India are looking at Al for cost minimization and output

mazimization.

Al Applications in Banking

Cyber Security & Fraud Detection
Chat bots

Loan & Credit Decisions
Tracking Market Trends

Data Collection and Analysis
Customer Centric Services

Risk Management

Regulatory Compliance
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1. Cyber Security & Fraud Detection

Fraud detection algorithm is in place and banks fraud detection
capability is increased by more than 50% . Bank’s fraud detecting capability
has improved with the advent of Al. Banks are now capable of preventing

cyber attacks with the help of Al more effectively and efficiently.
2. Chat Bots

Chat bots is the best application of Al in all banking and finance
companies. One unique feature of Chat bots is they work 24/7 unlike humans
who work only 8hours a day. The banks desire of providing customer service

24/7 is possible now with Al.
3. Loan & Credit Decisions

Al based loan and credit decisions is considered as one of the most
important application as it looks into the behavior and credit history of a
prospective customers. Thus, based on the report Bankers can make a good

decision on loan and credit disbursals.
4. Tracking Market Trends

Tracking market trends is possible with Al-ML, advanced machine
learning techniques help financial companies to evaluate market sentiments
and suggest investment options. Al also helps bankers to take wise decisions

on their investment options and also warn them about a potential risk.

5. Data Collection & Analysis

Every day some millions of transactions occur in banking industry, Al
collects huge data of customers and also analyze and interpret them. The
information so collected will be useful for bankers in loan disbursals and

decision making and it will also be useful in detecting fraudulent activities.
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6. Customer Centric Services

It will be an effective way of providing excellent services to its esteemed
customers by making use of Al, by doing so customers will be delighted and
also recommend and share their experiences with others. It will be a win-win

situation for both bankers and customers in equal proportion.
7. Risk Management

It is also possible for banks to take calculative risks as the markets are
volatile and complex. Taking wise decisions during turbulent times is a
challenging task for all bankers. Thus, Al will help bankers to take timely wise

and good decisions.
8. Regulatory Compliance

Al-ML and deep learning technologies helps bankers to thoroughly
check the latest regulatory requirements to improve their decision making
process. Al cannot replace compliance analysts but its application can surely
act as a catalyst to take timely and good decisions.

9. Predictive Analysis

Al can also detect, verify and analyze some complex data. The data so
obtained will boost up the sales volume and also help to tap the untapped
markets. Thus predictive analysis is possible with Al technologies. Traditional
technologies cannot do this type of operations. Therefore, Al can be

considered as a boon to banking and financial companies.
10. Process Automation

Repetitive tasks can be ignored and costs can be minimized by making
use of robotics and process automation. Thus data can be quickly retrieved

much faster than the humans. Thus Al is transforming banking industry

altogether.
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11. AI-CRM

Al laced with CRM software is a powerful tool in Banking. According to
Cap Gemini Ernst & Young, A leading management consulting firm, CRM is
defined as “a company’s ability to continuously maximize the value of its
customer franchise by effectively allocating scare resources to specific
customers segments in those areas viewed as having a significant impact on

the profit-impacting behaviors of customers.”

CRM is the new and emerging subject in services industry, in view of
the new technology of IT which is expected to enable the service oriented
industries to reach out to the present and prospective customers and the

general public in India and abroad for an enduring customer relationship.

The result or one of the results or outcome of the information technology
in services industry. Thus is a new customer relationship management on
which to build a grand, enduring, expanding, people-oriented, profitable
services structure of world — class. Al in CRM software helps bankers to

reduce errors and improve decision making.

New research from LinkedIn reveals that over 8 in 10 professionals
(81%) in India are alive to the reality that Al would transform their jobs. As
Banking is also adopting Al, it is believed that Al will change the dynamics of
Banking Industry. Millennials (57%) are leading the usage of ChatGPT
followed by GenZ (46%) professionals, the LinkedIn research reveals that
many are already thinking of ways it can help them be more productive, with
79% planning to use Al to solve problems/overcome obstacles at work and
74% saying it will take boring tasks off their plates so they can focus on work
that excites them the most. On the other hand Generative Al (GenAl) can

process unstructured documents with an 85-90% accuracy.
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Internet of Things in Banking (loT)

The internet of things (IoT) is a vast global network of interconnected
gadgets. Through a network of sensors, these digital gadgets talk to one
another. For instance, a smart thermostat can digitally connect to your home’s
Heating, Ventilation, and Air Conditioning (HVAC) systems. The ease, security,
and accuracy that the IoT enables are advantageous to a wide range of

enterprises.

In order to provide their consumers with better service and grow their
industry’s market, several banks are implementing this technology. 0T has
numerous fascinating and far-reaching uses in the banking industry, and many
new developments are still to come. Banking is becoming more convenient

and secure thanks to the IoT.

@ REJIG DIGITAL
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loT in Banking Industry
to Design the Future

with Connectivity

Read More

loT in banking is the term used to describe the interconnected webs of
loT devices that collect, transmit, and enable the processing of data in a cloud
or on-premise server to improve the banking experience for both clients and

bankers.


https://sabpaisa.in/blog/what-is-connected-banking/
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loT Applications for Smarter Banking and Finance

1. Smart branch

loT solutions for smart branches improve customer experience by
keeping track of lines, alerting clients to how long they will have to wait, or
pointing them in the direction of an open counter. Intelligent branches can
exchange user information to streamline operations and require fewer staff

members.
2. ATM

loT-enabled data flow for ATMs enables banks to monitor consumer
behaviour, identify ATM usage patterns, and decide where to put new ATMs
based on demand. Switching to cost-saving operation modes requires
information on the ATM site environment (room temperature, light, motion,
etc.) from loT sensors. Adjusting HVAC and lighting to ATM site foot traffic, for
example, allows for lower power consumption.

loT solutions aid in the management of events such as the use of

skimming devices, card reader issues, cash shortages, and so on by

guaranteeing real-time monitoring of ATM operations and cash levels.
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3. Trade finance

loT allows banks engaged in trade financing to make decisions based
on real-time data while ensuring visibility of the physical flows they are
financing. The banks may more effectively manage funds, scale up their
financing strategies, and better assess risks throughout the trade life cycle
thanks to loT-generated data.

4. Insurance

loT devices keep track of the condition of insured items and notify
insurers of any abnormalities so they can intervene and take the necessary
precautions to lower risks. Insurance companies use data generated by I0T to
predict incidents and develop a preventive strategy. An insurer, for instance,
may be able to identify an asset failure and alert a policyholder before it
causes damage. This strategy aids in reducing the volume of insurance claims

and guards against insurance fraud.
5. Auditing and Accounting

The loT-enabled communication of the client’'s payment systems and
the CPAs’ software enables the automation of common bookkeeping tasks

such as data entry, reconciliation invoicing, and so on.

loT enables accountants to monitor financial data in real time and
acquire precise insights into a business’s operations to enhance their

consulting roles.

loT also improves transparency and automation in auditing, allowing
CPAs to monitor transactions and manage audit trails instantly to spot data

anomalies and stop fraud.
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Indian Banking (RBI Regulations) beyond Technology

Undoubtedly, the Reserve Bank of India, the central bank of the country,
which is in charge of money, banking and credit, foreign exchange and
exchange value is a preeminent central bank which has steered the banking
industry in the country from a state of great underdevelopment at the
commence of planning and economic development of the country in the 1950s
to a good state of development by the beginning of the 21%' century, as,

perhaps, no other central bank of underdeveloped and developed countries.

It is quite well — known to be a crisis free development, while the
banking sector is well know to be prone to crisis if left to itself and without the
guiding hand of a well managing central bank. It is no exaggeration that the
banking sector in the country, particularly the public sector one, is an example
of public faith and confidence, having brought the sector to the masses and to

the remote areas of the country.

The RBI's present insistence is on credit to agriculture and other such
weak bank financed sectors like SMEs, and on standard customer services.
For example, the RBI is unhappy regarding penalties for not maintaining

minimum cash in bank accounts.

‘In the post — independence era, with the enactment of the Banking
Regulation Act, 1949, the Reserve Bank of India was invested with over- riding
powers to control the banking system and thus it emerged as a conscientious

guardian and watch dog of the monetary structure of Indian economy”.

The bank has the instrument of Bank Rate, Open Market Operations,
Cash Reserve Ratio (CRR), Statutory Liquidity Ratio (SLR) and others to

control and regulate the banking operations and services.

Over and above, it has moral and legal authority to direct the direction of

credit flow to the socially preferred channels like agriculture, small scale
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industries self — employment, etc. The result of it all is an elevated banking

structure which is a rarity among the banking systems of the world.

Perhaps, this makes the Indian banking system and its regulator the
RBI unigue systems and institutions in the world of world banking. It is what is
called an aam admi or common man’s system. The RBI today wants the
banking system to be fully customer oriented, which seems to be the new tenet
of the RBI.

Also, as In the credit policy for 2022 — 23, the emphasis is on credit for
agriculture, yet the backbone of the Indian economy and home to nearly 75 per
cent of the nation’s population. Far latest and more important in the banking
services is opening of bank accounts of the common people at a low minimum
deposit of Rs. 100. The RBI’s efforts, as no other central bank’s perhaps is to
make the banking services available to the common man at the base of the

nation’s — economic structure.

The aim of RBI, which by and large guides the services of banks in the
country, is to make the banking services up to date, with technological up-

gradation, and efficient and concerned banking services.

In these days of globalized and highly competitive banking industry, the
banking services in kind, variety, efficiency, concern and relationship should be
of global standards and they should aim at bringing more people into the
banking fold and thus increase their reach, coverage and business.

The aspiration of Indian banking should be to of world-class, and the
nation to be a world or Asian banking and financial hub. This is the aim of the
government of India, which is moving towards capital account or free

convertibility of the Indian rupee.

But, the banks need to be allied not only with customers but also the

economy and society at large. For, the economy after years of colonial
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subjugation is on the path, of growth for which investment and credit are
important inputs. They need to be in tune with the goals and objectives of the

economy and the society at large.

The first responsibility of the banks is towards the economy which has
miles to go on the development path. There are sectors of the economy which
call for special servicing by the banks, such as agriculture and small scale

industries.

Banking cannot be insulted from the rest of the economy. For example,
poverty alleviation loans and loans to SHGs and such other self — supporting
group should enter the banking services. It is also a part of banking services
to mobilize deposits, the very base of the banking structure, as currently
deposit growth is found falling short of the rate of growth of credit, resulting in
deposit and credit imbalances.

There is a strong relationship between the economy and banking, the
performance and health of the economy deciding the state of banking also, at
large. Hence the need for the banking sector to closely ally, itself with the

economy’s goals.
Summary

Al is a wonderful tool kit in Banking Industry. With the Advent of Al in
Banking Industry has made the sector more customer centric, not only that but
it has also reduced the costs by increasing productivity. Al can also pin point
fraudulent activities within no time. All bankers in India are looking at Al , IoT

for cost minimization and maximizing productivity.
Glossary

o Al: Machines today can learn from experience, adapt to new inputs, and
even perform human-like tasks with help from artificial intelligence (Al).

Artificial intelligence, for instance from chess-playing computers to self-
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driving cars, are heavily based on deep learning and natural language

processing

o CRM: According to Cap Gemini Ernst & Young, A leading management
consulting firm, CRM is defined as “a company’s ability to continuously
maximize the value of its customer franchise by effectively allocating
scare resources to specific customers segments in those areas viewed
as having a significant impact on the profit-impacting behaviors of

customers.”
CRM in Banking Industry

CRM is noted to be systematic management of banking affairs and
services to give the customers, central to the banking industry, good and
satisfying services for expansion and growth. There is a heightened interest in
CRM in view of the competitive business and banking conditions, following the
opening of the Indian economy to more internal and external competition CRM,
in sum, is banks and bank management is becoming consumers centric and

whole customer oriented.

CRM is the new and emerging subject in services industry, in view of
the new technology of IT which is expected to enable the service oriented
industries to reach out to the present and prospective customers and the
general public in India and abroad for an enduring customer relationship.

o Predictive Analysis Al can also detect, verify and analyze some
complex data. The data so obtained will boost up the sales volume and
also help to tap the untapped markets. Thus predictive analysis is
possible with Al technologies. Traditional technologies cannot do this
type of operations. Therefore, Al can be considered as a boon to

banking and financial companies.
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o 0T in banking is the term used to describe the interconnected webs of
loT devices that collect, transmit, and enable the processing of data in a
cloud or on-premise server to improve the banking experience for both

clients and bankers.
Ingredients of Good CRM

Of the business stakeholders-promoters, shareholders, government,
general public and others, the firm; customers are of utmost importance giving
business and profits to the firm on which all other stakeholders survive. It is
putting the business in the right perspective and in a good customer

relationship, service, interactive and information mode.

Good CRM should be among the first organizational and banking
principles. It is more relevant to the banking which has a very large customer

base.

The relationship of the customers with the company or of the company

with the customers is as the first stakeholders.
CRM as a Game Changer

Banking, as seen, is the business of dealing in money, which has a
network of hundreds of banks, thousands of branches, millions of crores of
deposits, crores of depositors and borrowers, which touches every aspect of
the economy and involves daily a large number of transactions and huge
amounts of money. The industry, as emphasized by the first Rangarajan
Committee (1984) needs mechanization to improve efficiency, speed, work
culture, reach, etc., and IT comes handy for the purpose. Then bankers
started adopting technology and were also able to provide good CRM. That is
how CRM for the first time emerged as a game changer in the services

industry.
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Short Questions
New Age Banking
Al
loT

1

2

3

4. Al-CRM
5 Cyber Security

6 Fraud Detection

7 Chat Bots

Essay Type Questions

1. Explain Al applications in Banking

2 Explain IoT applications in Banking

3 Indian Banking Beyond Technology. Explain

4. Explain as how frauds can be detected by making use of Al
5

Explain the concept of New Age Banking.
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