
Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN 2249-9598, Volume-08, Issue-04, July-Aug 2018 Issue 
 

 
w w w . o i i r j . o r g                      I S S N  2 2 4 9 - 9 5 9 8 

 
Page 134 

“Impact of Modern Technology on Operational Efficiency of Banks in India” 

 
a Kulwant Singh Pathania, b Sheetal Grover 
a Professor and Former Dean , Faculty of Commerce and Management, H.P 
University, Shimla, (H.P), India 
b Assistant Professor(Extension Basis), Smt A.A.A. Govt P.G.College Kalka, 
Haryana, India                                                                           

 

 

Banking sector has been revolutionized globally by Information Technology (IT) 
leading to a paradigm shift in banking operations. IT which includes ancillary 
equipment, software, firmware and similar procedures has become an excellent tool 
for banks to enhance efficiency, service quality standards, productivity and hence 
profitability. Customer satisfaction is one of the major determinant of banking 
services. Newer technological advancements have been introduced in the banking 
sector to achieve the very objective. IT has not only changed their accounting and 
management system but also the way they deliver services to their customers. The 
customer of a bank today has a virtual menu of options as far as delivery channels are 
concerned, ensuring satisfaction of customers in the era of stiff competition. The 
present paper studies the management of modern technology like core banking 
solution, electronic fund transfer, e-banking, plastic money in relation to banking in 
India. The study also recommends ensuring privacy and confidentiality of data’s, 
implementing IT and other Cyber laws properly to provide more and more satisfaction 
to the customers. 
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Introduction  

Banks are considered as the lifeline of an economy and have been playing a critical 
role of financial intermediary by performing the task of maturity and risk 
transformation, along with providing payment and settlement services. Banks need to 
be sure that they are maintaining high levels of productivity and efficiency in their 
operations to effectively perform these functions. 

Allocational efficiency and operational efficiency are the two kinds of efficiencies 
essential for banks. Former requires banks to ensure that precious societal resources 
are allotted to the most productive activities while latter requires banks to perform the 
financial intermediation function in a safe, secure and speedy manner ensuring that 
the cost is minimised. 

Besides providing various traditional services and facilities like saving account, 
various types of deposits and loans, debit and credit cards, universal banking etc 
,technological advancements have allowed the banks to offer other services like 
internet banking and mobile banking, making it convenient for customers to interface 
with their banks from geographically diverse areas. These modern technologies not 
only save time but also help to work simultaneously on different issues and hence lead 
to increase in efficiency. Banking has become boundary less and virtual with the day 
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and night model through ATM, as it helps to do any transaction at any time.  Internet 
banking ensures speedy transaction, while mobile banking is the cheapest and latest 
technology, whereas plastic cards are easy to pay bills and NEFT, RTGS, SWIFT help 
to transact the money at international level.The banks who do not want to lose a big 
and promising share of business have developed a sudden interest in internet which 
also provides improved security through encryption methods to provide quick 
services. 

Objectives  

The objectives of the study are framed as under:  

i. To assess the working efficiency of the internet banking services in India. 
ii.  To study the impact of modern technology on the operational efficiency of 

banking industry. 
iii.  To analyse  the views of bank officials regarding   the importance of modern 

banking technologies. 

Material and Methods  

Both exploratory anddescriptive research are being used in accomplishing the 
objectives of the study. The purpose of the study has been to portray accurately the 
opinion of bank employees about modern banking technologies. Due to time 
constraint, convenience sampling technique was used to select 50 sample respondents 
from different banks of Haryana. A questionnaire was prepared and hence collected 
from these respondents   working in banks at different positions.  Collected data has 
been analysed with the help of various statistical measures such as simple percentage 
,mean, standard deviation and chi-square. Use of these techniques has been made at 
different places in light of data available. Further research has been carried out 
through consultation of books ,journals and magazines. 

Related Studies: 

Many studies have been conducted at the national and international level to study the 
impact of modern technology on operational performance, productivity and 
profitability of the banks. Paul(2006) discussed the role of technology and scope of 
remote channels ,their implication, strength, weakness, opportunity and threat in 
banking sector .The researcher found that with the introduction of RTGS ,NDS,CFMS 
safety ,security ,efficiency and soundness in payment system has increased. H.K. 
Singh(2012)witnessed that Technological innovations witnessed by the banking sector 
during the nineties have changed the way business needs to be conducted. IT has 
introduced new business paradigms and is increasingly playing a significant role in 
improving the services in the banking industry. 

Venkateshwaran (2013) pointed out that the role of IT has been changing and is 
increasingly expected to come up with the innovative business improvements. The 
trend in modernisation in product and services are electronic fund transfers, Smart 
cards, ATM , Debit card etc. Meanwhile some problems are also faced by the 
elimination of manual records with the introduction of electronic funds transfers and 
ATMs raise the important question of IT security. This includes issues related to the 
confidentiality of information, prevention of data corruption and cyber-crime.Singh 
R.R.(2014) highlighted the challenge of each bank is to work towards ensuring that 
customers prefer its products and services to those of other competing banks 
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.Employment of IT to appropriately analyse and understand the needs of existing 
customers better, to ensure that customers get their benefits and to explore the 
possibility of cross selling products to gain a competitive advantage is the other issue 
,drawing their attention.

Bansal C.J.(2017) analysed the impact of demonetization  on financial inclusion in 
India .The study analysed demonetization effects on ordinary people ,informal sectors 
,NBFC-MFIs ,MSMEs and E
ordinary people were the most affected.
demonetization on the cashless payment system. The study found that rising use of 
credit cards, debit cards, online cards, and other online payment transaction was 
to demonetization. Sharma A.(2017) has concluded that India has been a cash
dependent economy, with 97
nation’s adult population i.e. around 233 million, possess a bank account, a precursor 
for a cashless economy. Most retailers don’t accept cards, or don’t have the 
infrastructure for online payments limiting the ability to use cards. Online banking are 
not of any use even when people have access to it, if retailers want the payment in 
cash bank accounts or online banking are of no use. India being an agrarian economy 
we have to take them into consideration too.

Result and Discussion

Working Efficiency of The Internet Banking Services

The table, 1.1 states the ratings of the respondents on overall effi
banking services. The mean score is 4.11 and the standard deviation is 0.613. The 
calculated Chi-square value for the above distribution came out to be 66.00 which is 
significant at 5 percent level of significance hence it rejects th
Thus, it supports the inference that working efficiency of the banks has increased with 
the internet banking services.

Rating Scale  to Measure the Working Efficiency of the Internet Banking 

Variables No. of 
Respondents

Excellent 19 

Good 26 

Average 3 

Bad 2 

Total 50 

From the figure, 1.1, it is clear that most the respondents i.e. 50 percent opinion 
are good regarding working 
respondents’ opinions are excellent and 6 percent are average. While just a little 
proportion of the selected respondents i.e..04 percent have a bad response regarding 
Internet banking services.
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Impact of Technology on  Organisational Performance of the  Banking Industry 

The table, 1.2 reveals that the most of the bank officials believe the employees feel 
more comfortable with the organizational change and believe that it improves the 
efficiency of the employees. The result of tests for the relationship between 
organisational change and banking industry are: The standard deviation is 0.367 and 
the value of the skewness is -0.611. It is observed that the mean score of the 
respondents’ views regarding increasing of the productivity of the bank is more than 
the standard average score. It is noted that the opinion of the respondents is 
distributed more towards the upper side of the standard mean score. The negative 
value of the kurtosis shows that the distribution of the responses regarding increase in 
the productivity of the bank is platykurtic. Thus, it also supports statistically the 
above finding that most of the respondents are in favour of the above statement. 

The calculated value of the Chi-square (χ
2) is significant at the 5 percent level of 

significance, and hence, the null hypothesis 2 is rejected. Technology has significant 
impact on organisational change in banking industry. 

Table 1.2 

Impact of the  Technology on Organisational Performance of  Bank 
Impact Nature of Responses  
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Increase the 
productivity 
of bank 

29 19 2 0 0 50 2.27 0.467 -
0.611 

-
0.245 

42.5
6 

Improve the 
efficiency of 
employee 

38 17 4 0 1 50 2.13 0.525 -
0.632 

-
0.300 

31.3
4 

Employees 
feel more 
comfortable 

13 26 10 1 0 50 1.86 0.607 -
0.532 

-
0.211 

29.8
9 

Improve 
house 
keeping 

7 11 7 23  50 1.75 0.641 0.00 -
0.353 

21.8
7 

NoteThe calculated value of the Chi-square (χ2) is significant at the 5 percent level of 
significance: 

It is depicted from the table, 1.2 that the mean value of the opinions relating to 
the employees   who feel more comfortable is more than the standard average score. It 
shows that the distribution of their opinions is more between the moderate and not 
very appropriate. The standard deviation and the skewness are 0.607 and -0.532 
respectively. It supports the above opinion. The negative value of the kurtosis shows 
that the distribution of the responses regarding the employees feel more comfortable 
is platykurtic.The highly significant chi-square (χ2) value 29.89 statistically brings out 
the fact that there is a significant difference in the distribution of the opinions of the 
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respondents on the three-point scale and most the respondents agree with the above 
inferences. 

It is evident from the table 1.2 that the mean value of the opinions relating to 
improve housekeeping is slightly lower than the mean standard score. The standard 
deviation and the skewness are 0.641 and 0.00 respectively. It shows that the variation 
in their opinions is changing towards the lower side of the mean standard score. The 
chi-square (χ2) test of goodness of fit also supports the above findings as there is a 
significant difference in the distribution of the opinions of the respondents 

Hence, it can be concluded that the main impact of the organizational change is that 
the employees feel more comfortable. 

Views of Bank officials about Modern Banking Technologies 

The table ,1.3 shows that 98.0 percent respondents have a positive opinion regarding 
the Modern Banking Technology whereas 2.0 percent of the respondents reported 
negative response. The average of the above distribution is 2.01. The standard 
deviation value, i.e. 0.341 show that there is less variation among the responses of the 
respondents.  

Table 1.3 

Bank Officials’ Views about the Importance of Modern Banking Technology    
(N=50) 

Responses No. of Respondents 
(%) 

Mean= 2.01 

S.D.=0.341 

Chi Square Value =212.00 

d.f.=3 

Yes 98 

No 2 

Total 50 

 The computed chi square value, i.e. 212.0 is significant than the table value at 5 
percent level of significance, hence it rejects the null hypothesis 3.Bank officials have 
significant views on importance of modern technology. 
Findings 

From an operational perspective, the study indicates that banks have realized 
significant benefits with modern technology. A major number of respondents are 
having positive opinion regarding modern banking technologies, are satisfied with the 
working efficiency of the internet banking services, are more comfortable with 
organisational change and believe that  use of modern technology improves the 
efficiency of the employees. 

Conclusion  

 Banking is a service industry which uses public money as a major input. Money has 
opportunity cost and banks leave no stone unturned to lure people to invest their 
money with them. To achieve this, banks must assure the public that money deposited 
with the banks is not only safe and secure but also multiplying. With the onset of 
globalisation, banking industry must rethink their way of working and make it 
efficient to survive as well as sustain themselves. 
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E-banking lowers the transaction cost, offers services like debit cards, credit cards, 
EFT, fund transfer, bill payment etc. Products such as internet,ATM,mobile banking 
etc. have improved the quality of service and increased the transactions in banks 
leading to goal of maximization of customer satisfaction and all this has 
revolutionised the whole banking system.  

The people who still are not using technology need to be made aware that traditional 
payment methods were more time consuming than electronic payment methods. 
They also need to realise that plastic card payments are more convenient, easier and 
more secure than cash or cheques. Therefore, e-banking is the need of the hour, 
which can’t be lost sight of except at the cost of elimination from the competition. 
The real bottleneck is mind set, unawareness and security concerns, if we overcome 
these factors, we can enjoy the much superior cost structure e-banking provides. 

Suggestions 

• All the aspects such as creating of customized products and services, pricing 
of services, delivery channels of banking operations should reflect that the 
bank is customer-centric. 

• Banks should arrange the demonstration programs for the clients to enjoy the 
services properly. 

• There is an increasing realization that mere reliance on technology enabled 
non-face to face channels alone would not be sufficient to meet the goal of 
creating an inclusive financial system for banks. More brick and mortar 
outlets as delivery points need to be opened to have a control mechanism as 
well as to gain the trust and acceptability of the masses. 

• Pricing of the services provided should be low costing, it should not result in 
exploitation of the customers. 

• Development of smartphone devices and its technologies has made it possible 
to provide faster and efficient mobile broadband services supported by 
improved infrastructure and network. Apps backed by faster broadband and 
an efficient, dependable network as a service USP should be used. 

• Improved Internet connectivity is very essential for the success of the e-
banking. It needs to be ensured that regular internet connections with 
sustained power supply are available for increasing the customer satisfaction. 
 
REFERENCES 

Paul J. (2006).Global Trends in Banking Sector:Analysis of High Tech Services and 
Remote Channels ,IBA Bulletin no.5 ,May 2006 

H.K.Singh (2012). Impact of information technology on Indian banking services DOI: 

10.1109/RAIT.2012.6194608 Conference paper http://www.researchgate.net 

Mamta (2012).Adoption and Diffusion of Modern Banking Technology -A study of 
Public and  Private Sector Banks..Ph.D Thesis ,Himachal Pradesh University. 

Venkateshwaran, Rajasekae ,S.,(2013). Information Technology (IT) for Banking 
CommerceModernizationwww.theinternationaljournal.org,RJCBS,Vol.2(4),February
pp 35-40 



Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN 2249-9598, Volume-08, Issue-04, July-Aug 2018 Issue 
 

 
w w w . o i i r j . o r g                      I S S N  2 2 4 9 - 9 5 9 8 

 
Page 140 

Kaushal R. ,Singh M.(2014). Employees’ Perspective of Information Technology 
Adoption in Indian Banking Sector: A Comparative Study. The Indian Journal of 
Commerce Vol 67,No 4 Oct -Dec 2014 

Singh R.R. (2014). A comparative study on customer benefits with special reference 
to public and private sector banks in Kanyakumari District, Ph.DThesis,M . S. 
University. 

Bhatia, A.(2016) .Efficiency Evaluation of banking sector in Indiahttp://hdl.handle.net 

/10603/170476 

Singh Inderjit (2016). Internet Banking in India: Consumer Concern and Bank 
Strategies Ph.D Thesis, H.P.U 

Bansal C.J.(2017).Impact of demonetization on Indian economy .International 
Journal of Science technology and Management, pp 598-605 

Kaur,M.(2017) .Demonetization :Impact on Cashless Payment System in 6th 
International 

conference on Recent Trends in Engineering, Science & Management, ICRTESM-
17(Vol 8) 

Sharma A.(2017). Potential for Cashless Economy in India .Indian Journal of 
Accounting (IJA)ISSN :09772-1479(Print)2395-6127(online)Vol XLIX (1) June 
,2017, pp 91-99. 

Contemporary issues in Banking: Reflections on viewpoints of a bank economist, 
Retrieved from India Infoline/news Service, www.indiainfoline.com(book review) 

 

 

 

 

 


