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Abstract 

One of the most significant contributors to the 

expansion of a country's economy as a whole is the 

expansion of its financial and banking sectors. The 

expansion of this industry is dependent on the high-

quality of the services that it offers to consumers in a 

variety of different fields. As a result of the adoption of 

several new economic reforms, the importance of 

banking services has recently come to the forefront in 

India. At the present time, India is home to a highly 

developed banking system that is made up of a variety 

of different types of banks. These types of banks 

include public sector banks, foreign banks, old and 

new generation private sector banks, regional rural 

banks, and co-operative banks. The Reserve Bank of 

India is the institution that serves as the system's 

central authority. The banking sector of the Indian 

economy currently serves as a cornerstone, giving 

assistance not just during times of economic growth 

but also during times of economic contraction. The 

banking sector has recently been on the receiving end 

of a paradigm change on a scale never before seen, 

one that was brought about by the use of cutting-edge 

technology and the utilisation of contemporary 

resources. In order for bankers to effectively navigate 

this transformation, they must first provide a clear 

definition of next generation banks, since there is now 

no explanation that can be considered conclusive. In 

addition to this, they need to develop long-term 

operational plans that go beyond simple profitability in 

order to guarantee the continued existence of these 

financial institutions for the sake of a brighter future. 

This article explores the innovative banking products 

and channels of the new generation and offers light on 

the notion of new generation banking.   
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INTRODUCTION 

In recent years, the use of cutting-edge technology has 

brought about substantial positive effects for the 

banking industry all over the globe. Technology has 

several benefits, some of which include increased 

productivity, the creation of creative goods, the 

acceleration of financial transactions, the elimination 

of unnecessary steps in the transfer of funds, the 

development of real-time information systems, and 

more effective risk management. The efficiency and 

dependability of business operations within the 

banking industry have both been improved as a result 

of the widespread use of information technology. The 
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banking sector in India is witnessing a revolution in 

information technology, which has allowed for fast 

advancement in the industry's efforts to adapt to the 

more competitive business climate. The process of 

reforming the financial system has been expanded to 

include the establishment of technological 

infrastructure, which paves the way for the creation of 

complex instruments and innovations in market 

practises. 

Through the inclusion of millions of previously 

unbanked individuals, financial innovation in India 

plays a significant part in the advancement of inclusive 

economic progress. The liberalisation of the financial 

services sector, along with greater competition in 

investment banking, has brought to light the critical 

need of developing innovative products, enhancing 

existing procedures, and putting into practise efficient 

solutions to difficult financial problems. These 

financial innovations are being pushed by government 

laws, tax policies, globalisation, liberalisation, 

privatisation, integration with foreign financial 

markets, as well as the rising hazards that are present 

within the local financial sector. Creating value-added 

solutions to suit customer demands by designing, 

developing, and putting into practise novel financial 

instruments and procedures is what financial 

innovation entails. 

“Electronic Clearing Service (ECS), Real-Time Gross 

Settlement (RTGS), Electronic Funds Transfer (EFT), 

National Electronic Funds Transfer (NEFT), 

Automated Teller Machines (ATMs), retail banking, 

debit and credit cards, free advisory services, 

implementation of customer standing instructions, 

utility bill payments, fund transfers, internet banking, 

telephone banking, mobile banking, and sale of prepaid 

cards are some examples of the innovations that have 

emerged in the banking and financial industries”. 

There are now several institutions inside India's 

sophisticated financial sector. There are a variety of 

financial institutions, including those affiliated with the 

government, the commercial sector, foreign banks, 

rural cooperatives, and cooperatives. The Reserve 

Bank of India (often abbreviated as RBI) is India's 

central bank and the primary regulatory body for the 

country's banking industry. The Reserve Bank of India 

(RBI) is responsible for preserving price stability in the 

country's currency market. The RBI uses instruments 

of monetary policy such the bank rate, repo rate, 

reverse repo rate, and cash reserve ratio to promote 

price stability and provide an adequate flow of credit in 

order to accomplish this goal. A further tool of 

monetary policy is the cash reserve ratio. One of the 

RBI's primary objectives over a long period of time has 

been to bring inflation down to a more tolerable level. 

REVIEW OF LITERATURE 

The reduction of the cost of capital, the mitigation of 

financial risks, the improvement of financial 

intermediation, and eventually the enhancement of 

welfare are all key effects of innovations in the 

financial sector. According to Merton (1992), the basic 

objective of the monetary and banking systems is to 

“facilitate the allocation and deployment of economic 

resources in an uncertain environment, with the aim of 

maximising efficiency.” 

By cutting down on expenses and mitigating potential 

losses, innovative financial practises help the whole 

system to operate more smoothly and with more 

effectiveness. According to Merton and Bodie (2005), 

financial innovation has been a primary motivating 

factor behind the advancement of the financial system 

towards better economic efficiency. 

Research that Avasthi and Sharma (2000-01) did looks 

at the influence that technology improvements have 

had on the banking business. They came to the 

conclusion that technological advancements have not 

only altered banking markets but have also 

revolutionised the delivery methods in retail banking. 

The report also investigates the difficulties that the 

banking sector and its authorities are now facing. 
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Janki (2002) did study with the purpose of determining 

how the usage of technology effects the productivity of 

employees. It is required of public sector banks, 

particularly those located in India, to make use of 

various forms of technology in order to enhance both 

the effectiveness of their daily operations and the 

quality of the assistance they provide to their clientele. 

According to the findings of the research, technology 

will play an increasingly major role in value-added 

customer services, product development, and risk 

management, eventually becoming an essential 

instrument for attaining their objectives. 

According to Jalan (2003), the industry of banking has 

seen a significant change as a direct result of the 

revolution brought about by information technology. 

There are very few industries that have been 

substantially impacted by technical breakthroughs to 

the same extent as banking and finance. Technology 

has evolved into an essential component in the process 

of coping with the growing intensity of competition 

and the fast expansion of financial innovations. 

Mittal and Dhingra (2007) analysed the investment 

situation in technology in Indian banks as part of their 

research for their study on the function that technology 

plays in the banking industry. Their research 

concentrated on the years preceding the Information 

Technology Act, a time when the level of technological 

implementation in Indian financial institutions was 

quite low. Having said that, the researchers did a good 

job of presenting their perspectives. 

Padhy (2007) investigated the effects that the 

progression of technology has on the banking system 

and discussed the prospects for the financial services 

industry. According to the findings of the research, 

banks will have a competitive edge if they develop 

core capabilities that are derived from advances in 

technology. 

OBJECTIVES    

• In order to investigate the next generation 

banking industry and the goods and services it 

offers 

• The purpose of this presentation is to discuss 

the technical advancements made in the 

Indian banking industry.  

• Examining the evolving patterns in banking 

technology.   

APPROACHES TO RESEARCH 

The primary goal of this research is to illuminate the 

new generation banking sector in the Indian financial 

system and the services it offers. The research does this 

via the examination of accumulated data. 

TRENDS AND DEVELOPMENTS IN THE 

BANKING INDUSTRY 

At the present time, we are in possession of a financial 

system that is highly developed and that is comprised 

of a large number of distinct types of banks. These 

financial institutions include of banks from the public 

sector, banks from other countries. It is generally 

agreed that “the Reserve Bank of India, popularly 

known as the RBI, has the most amount of authority 

among them”. 

The Reserve Bank of India (RBI) is charged with the 

primary responsibility of ensuring that India's 

monetary system remains stable. In particular, the RBI 

is tasked with ensuring that the nation's rate of inflation 

remains at a level that is both moderate and stable. The 

RBI is committed to achieving this objective, and one 

method it employs to do so is the use of several tools 

of monetary policy. These instruments include “the 

bank rate, the repo rate, the reverse repo rate, and the 

cash reserve ratio”. For a very long time, one of the 

most essential goals that needed to be accomplished 

was inflation reduction. 

The financial services industry throughout the globe 

has seen extraordinary expansion and diversity in 

recent years. The government of India allowed 

international banks to begin operations in the country 
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in 1991. This action resulted in the establishment of a 

variety of facilities and promoted healthy competition 

among local banks. As a result, clients benefited from a 

greater selection of available services. The Reserve 

Bank is continually working to embrace the best 

international banking practises by raising prudential 

rules and strengthening supervisory procedures. This is 

part of the bank's ongoing effort to adopt the best 

international banking practises. 

The most significant commercial banks in the world 

have shown a significant capacity for innovation and 

diversity in their business operations. Some people 

have been involved in mutual funds, leasing, merchant 

banking, internet and phone banking, consumer credit, 

and credit cards. Although some banks already have 

subsidiaries that are “devoted to merchant banking, 

leasing, and mutual funds, others are now in the 

process of structuring these sorts of divisions”. In 

addition, certain financial institutions have entered the 

factoring market.  

New Generation Banks   

In today's world, financial institutions often classify 

themselves as new generation banks by virtue of the 

services they provide, the time during which they were 

established or acquired, or both. On the other hand, 

such considerations should not be the primary basis for 

this categorization. The functioning of a new 

generation bank is the true essence of what it means to 

be a bank of the new generation. This includes the 

implementation of strategies, the introduction of 

innovative investment plans, the effective management 

of funds and non-performing assets, as well as the 

recruitment and retention of talented personnel based 

on their true capabilities, among other factors. 

The term “new generation banks” refers to more than 

just establishments that use novel survival techniques. 

They are banks that proactively establish a paradigm 

shift in order to fulfil the constantly shifting needs of 

the market and the preferences of their customers. 

They are able to do this via the organisation of their 

internal and external operations in a manner that strikes 

a balance between the application of traditional human 

values and contemporary technological practises. They 

want to produce higher sales and develop long-term 

profitability and goodwill, which will demonstrate that 

they are sustainable, so they properly invest and 

manage the cash that they have.  

The passage of time and the development of 

organisations both lead to the emergence of new 

generations of banks. These banks are distinguished 

from their predecessors by their willingness to accept 

change and their capacity to respond to it by 

developing and putting into practise novel and efficient 

banking practises. While it is true that effective 

marketing may increase sales in the short term, it is the 

company's internal operations and financial 

management strategies that will ensure its continued 

success in the long run. This is something that must be 

recognised. It is for this reason that it is crucial to 

recognise the distinction between the two. Therefore, a 

bank that stands out for the amount of creativity and 

originality it displays need to be labelled as a new 

generation bank.   

NEW GENERATION BANKS DEVELOPMENT 

E-Checks and Other Electronic Payment Services 

As a result of the extensive use of digital technology in 

today's society, we constantly come across phrases 

such as “e-governance,” “e-mail,” “e-commerce,” and 

“e-tail,” among other similar expressions. E-cheques, 

which are intended to replace conventional paper 

checks, are now being created using new technology in 

the United States, which is similar to the situation 

described above. The provisions for shortened cheques 

and electronic cheque instruments have already been 

included into the amended version of the Negotiable 

Instruments Act that is in effect in India. India is a 

pioneer in the deployment of e-cheques, and as such, it 

has already updated the law.  

Real Time Gross Settlement (RTGS) 
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“Real-Time Gross Settlement, often known as RTGS, 

is a system that has been in use in India since March of 

2004, and it enables financial institutions to 

electronically move money from one account to 

another.” The RBI is in charge of managing and 

operating the RTGS system, which ensures that all 

financial transactions between banks are carried out in 

a timely and effective manner. The RTGS system, 

which lives up to its moniker by ensuring real-time 

processing, makes it possible to immediately send 

money to the person who is supposed to receive it. The 

bank of the beneficiary is now responsible for crediting 

the monies to the recipient's account within a 

maximum of two hours after the transaction has been 

completed. 

National Electronic Funds Transfer (NEFT) 

It is normal practise for funds to be transferred from 

the account of the customer who is doing the sending 

to the account of the recipient on the same day. The 

settlement of transactions involving money, also 

known as the clearing of such transactions, is carried 

out in batches in accordance with the criteria 

established by the RBI. Because it is possible to send 

any amount of money through NEFT, this service is 

often chosen as the method of choice for retail 

remittances. Customers who use Internet banking and 

have access to the NEFT service are able to 

independently transfer payments to recipients located 

anywhere in the nation. Additionally, customers may 

move money via NEFT by going to any branch of their 

bank that is equipped for NEFT and delivering the 

relevant instructions. These instructions can be taken 

from their bank accounts or they can be paid in cash. In 

addition, using NEFT to send money to Nepal is 

allowed, albeit there are certain restrictions on how 

much may be sent. 

E-Financing, or Electronic Fund Transfer  

The term of “Electronic Funds Transfer,” for short, 

refers to a system that enables companies and people to 

make payments to one another electronically. A cash 

payment, written instructions, or signed authority to 

transfer funds from one bank account to another are all 

acceptable methods of making a payment in person at a 

financial institution. That's one option for sending 

money. This action may be taken in order to finalise a 

financial transaction. Provide the recipient's full name, 

account number, account type (savings or current), 

bank name, city, and branch name in addition to the 

routing number and transit time for the funds to be 

deposited into the recipient's account. For the transfer 

to go through, this data is required. The provision of 

EFT services is within the purview of the Reserve 

Bank of India (also known as the RBI). 

 Electronic Clearing Service (ECS) 

The term “Electronic Funds Transfer,” for short, refers 

to a system that enables companies and people to make 

payments to one another electronically. A person may 

make a payment by travelling to their own bank and 

“delivering either cash or instructions or authorization 

to transfer money directly from their own account to 

the bank account of the recipient”. This is the most 

common method of making a payment. This is one of 

the ways in which a payment may be made. In order to 

ensure that money will be deposited into the recipient's 

account in an accurate and timely way, it is required to 

provide “certain information, such as the recipient's 

name, bank account number, account type (savings or 

current), bank name, city, and branch name”. The 

“Reserve Bank of India”, sometimes abbreviated as 

RBI and referred to in certain circles simply as the 

RBI, is the institution that provides electronic funds 

transfer services. 

 Automatic Teller Machine (ATM) 

Customers in India have access to their cash at any 

time of the day or night thanks to the Automatic Teller 

Machines (ATMs), which are largely regarded as being 

the most popular technology in the country. It is a 

machine that allows consumers to carry out regular 

banking activities independently without the aid of a 

human teller, provided that the customer has an ATM 
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card. In addition to providing a way to withdraw cash, 

automated teller machines (ATMs) also provide a 

number of other services, such as the ability to pay 

bills, move money between accounts, deposit checks 

and cash, and check one's account balance. 

Tele-banking  

Telebanking is a forward-thinking service that provides 

users with the ease of banking 24 X 7. It makes use of 

the speech processing capabilities of bank computers to 

provide consumers the ability to phone the bank at any 

time and inquire about their account balance or 

transaction history. This system works by linking the 

computers used by the bank to a telephone network via 

a modem. Additionally, specialised software that 

makes use of speech recognition technology is required 

for its operation. The programme is able to identify the 

caller and deliver appropriate replies after it has done 

so. Even while certain banks may make use of 

telephone answering machines for certain services, 

telebanking encompasses much more than just 

answering machines. It has grown in prominence as an 

alternative to the time-consuming inquiries that may be 

made at ATMs. 

Internet Banking  

Customers have the ability to carry out a variety of 

financial transactions using the bank's website, which 

is located on the Internet. This kind of banking is 

sometimes referred to as “virtual banking.” Customers 

are able to access their accounts and acquire 

information about bank goods and services, all without 

having to leave the comfort of their workplace or home 

to do so, thanks to the availability of this service. 

Through the usage of online banking, the customer's 

bank is essentially transported to the customer's 

computer. People's interactions with financial 

organisations have been revolutionised thanks to the 

advent of internet banking. In conventional banking, 

customers had to physically go to a branch to do 

transactions such as withdrawing cash, depositing 

checks, or requesting account statements. These days, 

all of these dealings may be completed online on the 

bank's website using a computer. All information that 

is sent back and forth between the client and the bank 

is encrypted as part of a complex security architecture 

that consists of many layers and includes firewalls and 

filters. This is done to maintain the privacy of the 

transactions that are being conducted. Customers are 

given the comfort of mind that their financial 

transactions will be safe as a result of this.    

Mobile Banking 

“The concept of mobile banking is an extension of 

internet banking that has garnered significant interest 

from financial institutions as a result of advancements 

in phone designs and mobile software. Mobile banking 

is a method of conducting financial transactions using 

a mobile device rather than a computer”. Customers 

may take use of this service thanks to the collaboration 

between banks and cellular service providers. 

Customers are need to own a mobile phone that is 

either SMS or WAP enabled in order to use the mobile 

banking service. Even clients who have no other 

accounts at the bank but a credit card may use these 

other services offered by the financial institution.   

 Point of Sale Terminal  

The phrase "Point of Sale Terminal" refers to a 

“computer terminal that may access the computerised 

customer information files of a bank and is connected 

online to those files”. A magnetically encoded plastic 

transaction card is utilised in order to verify the 

customer's identification inside the confines of the 

computer system. The amount of the customer's 

purchase will be deducted from their account by the 

computer once a transaction is performed, and an equal 

amount will be credited to the account of the merchant. 

The term “telebanking” refers to a service that enables 

consumers to carry out banking transactions that do not 

include the transfer of cash over the phone. This 

service makes use of an Automatic Voice Recorder for 

transactions and questions that are relatively 
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straightforward, whilst more complicated questions 

and transactions are sent to staffed phone terminals. 

 Electronic Data Interchange (EDI)  

The electronic transmission of business documents 

such as purchase orders, invoices, shipping 

notifications, and receiving advices is referred to as 

"Electronic Data Interchange" (EDI), and it occurs 

between trading partners in a format that is established 

and generally accepted. EDI was first developed in the 

1970s. The interchange of financial information as well 

as electronic payments may be made easier with the 

help of EDI. 

Challenges Facing Banks in the Context of IT 

Implementation 

The evaluation and determination of the benefits 

associated with the use of technology is becoming an 

increasingly vital task for banks. Despite the fact that 

the positive effects of technology may be measured 

and analysed in objective terms, it is important to 

practise prudence and put in place appropriate 

safeguards. The ever-increasing dependence on 

technology inside banking institutions has given rise to 

new worries over “security.” Banks should have a 

well-documented security policy in place, which 

should include both network security and internal 

security, in order to reduce the likelihood of any 

possible dangers occurring. The financial services 

industry has benefited from the passage of the 

Information Technology Act, and as a result, financial 

institutions are obligated to guarantee that all of its 

rules are strictly adhered to. In addition to this, the 

consumer laws of the nation need to be updated to 

accommodate online commerce. The expansion of 

certain banks' businesses is motivating them to make 

investments in technology, while the need to maintain 

a competitive edge forces other banks to make such 

investments. The implementation of technology in 

banking operations presents a number of challenges 

and issues, some of which include the following: 

selecting the appropriate channels, justifying IT 

investments based on return on investment (ROI), 

implementing e-governance, managing customer 

relationships, addressing concerns regarding security, 

managing technological obsolescence, coping with 

mergers and acquisitions, increasing IT penetration in 

rural areas.  

Future Outlook  

The concept that technological advancement will play 

“as significant part in determining the direction that 

banking will go in the future is widely held”. Without 

the revolution in information technology, the advances 

that have been made in the financial industry would not 

have been conceivable. Therefore, in order for banks to 

be able to adjust to the present environment, it is vital 

for them to have a comprehensive understanding of the 

forces that drive change and choose the most effective 

starting point for their transformation.  

CONCLUSION  

It is projected that in the next days, banks will play a 

significant part in economic growth. This is due to the 

fact that rising markets give banks with attractive 

commercial chances to investigate. Capital is going to 

emerge as a valued asset inside India's banking system 

as a result of the country's growing dependence on 

banking that is knowledge-based. Remember that at the 

end of the day, banking is about people, not simply 

statistics; this is an essential point to keep in mind. In 

conclusion, the progression of the banking industry in 

India may be attributed to the expansion of the client 

base as well as the introduction of cutting-edge 

financial services. The expansion of the economy as a 

whole is inextricably connected to the prosperity of 

this particular industry. Indian financial institutions 

have been shielded from excessive leverage and high-

risk ventures because to RBI's role as a strong central 

regulatory body. Indian banks are able to broaden their 

operations and better serve a global customer base if 

they get backing from the government and thoughtfully 

re-evaluate the business tactics they now use. Long-

term success for banks needs the creation of new 



P a g e  | 159 

 

 IJRTS Journal of Research | 2347-6117 | Volume 22 | Issue 01 | Version 1.3 | Jan-Jun 2022   

business concepts, the introduction of novel goods and 

services, and an intense concentration on the 

maintenance of existing clientele. In order to establish 

themselves as reliable advisers, financial institutions 

need to turn themselves into providers of pleasant and 

consistent client experiences that are hardwired into 

their organisational structures. In the whole history of 

banking, this has never been more important than it is 

right now. This article gives insights into the trends 

and expectations of new-age banking as well as what 

banks should prioritise; nevertheless, the decision of 

adoption may vary from bank to bank depending on the 

bank's specific needs. 
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