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Chapter 2 E-Banking 

 

1- Definition of E-Banking 

E-banking is a system that provides users with a range of online banking services through the use 

of the internet and telecommunications networks. Customers can use this method to access their 

bank accounts online and carry out different financial operations online. Online banking, virtual 

banking, and internet banking are other names for it. 

E-banking is a blanket term used to indicate a process through which a customer is 

allowed to carry out, personal or commercial banking transactions using electronic 

and telecommunication network. 

 

All forms of banking services and transactions performed through electronic means. E-banking includes 

the systems that enable financial institution customers, individuals or businesses, to access accounts, 

transact business, or obtain information on financial products and services through a public or private 

network, including the internet. 

E-banking is an arrangement between a bank or a financial institution and its customers that enables 

encrypted transactions over the internet. Short for electronic banking, E-banking has various types that 

cater to customers' different requirements, which can be resolved online. 

E-banking: The world is changing at a staggering rate and technology is 

considered to be the key driver for these changes around us. An analysis of 

technology and its uses show that it has permeated in almost every aspect of our 

life. Many activities are handled electronically due to the acceptance of 

information technology at home as well as at workplace. Slowly but steadily, 

the Indian customer is moving towards the internet banking. 
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2- Meaning E-banking : 

Electronic banking is one of the truly widespread avatars of Ecommerce the 

world over. E-banking refers to electronic banking. It is like E-business in 

banking industry. E-banking is also called as “Virtual Banking” or “Online 

Banking”. E-banking is a result of the growing expectations of bank’s 

customers. E-banking involves information technology based banking. Under 

this I.T. system, the banking services are delivered by way of a Computer-

Controlled System. This system does involve direct interface with the 

customers. 

The customers do not have to visit the bank’s premises. Online banking can 

simply be defined as the process of entering into transactions by a particular 
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client and the bank using modern technology. With the various capabilities of 

the computer and other technological developments, online banking is one of 

the many businesses that benefited from it. Since banking plays a very 

important role in the economy of a nation, then there is truly a need to maximise 

and improve its features to be client friendly and easy to access. 

3- Evolution of E-banking : 

The story of technology in banking started with the use of punched card 

machines like Accounting Machines or Ledger Posting Machines. The use of 

technology, at that time, was limited to keeping books of the bank. It further 

developed with the birth of online real time system and vast improvement in 

telecommunications during late1970’s and 1980’s.it resulted in a revolution in 

the field of banking with “convenience banking” as a buzzword. Through 

Convenience banking, the bank is carried to the door step of the customer. 

The 1990’s saw the birth of distributed computing technologies and Relational 

Data Base Management System. The banking industry was simply waiting for 

the technologies. Now with distribution technologies, one could configure 

dedicated machines called front-end machines for customer service and risk 

control while communication in the batch mode without hampering the response 

time on the front-end machine. 

Traditional banking ⇒ Virtual or E-banking 

Gunpowder ⇒ Nuclear charged 

Personalised services, time consuming, limited access ⇒ Real time 

transactions, integrated platform, all time access 

Intense competition has forced banks to rethink the way they operated their 

business. They had to reinvent and improve their products and services to make 

them more beneficial and cost effective. Technology in the form of E-banking 

has made it possible to find alternate banking practices at lower costs. 

More and more people are using electronic banking products and services 

because large section of the banks future customer base will be made up of 
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computer literate customer, the banks must be able to offer these customer 

products and services that allow them to do their banking by electronic means. 

If they fail to do this will, simply, not survive. New products and services are 

emerging that are set to change the way we look at money and the monetary 

system. 
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