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Abstract: -co -line over computer 
networks, as a means of expanding markets, improving customer service, reducing costs, and enhancing 
productivity.  Companies have traditionally used computers to manage their product and customer data. 
Now, however, advances in networking technology have enabled firms to streamline their transactions 
with suppliers, distributors, and retailers through the electronic exchange of information. Like other 
companies, banks are taking steps to expand the use of networking technology in their business 
operations. The role of banks in e-commerce and possible implications of e-commerce in banking 
activities. E-commerce will create new forms of competition and compel banks to make choices about 
the services they offer, the size of their branch networks, and the extent of their support for interbank 
payment networks. Participation in e- 

mine the scale of their influence 
in the electronic marketplace. 
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Introduction: Internet has become a significant medium for doing global business based on the state of 
the art technology. Electronic commerce has two major aspects, economical and technological. New 
standards and new facilities are continuously emerging and their proper understanding is important for 
the success of an operation, and especially for those who are assigned a duty to select, establish and 
maintain the necessary infrastructure. Electronic commerce (e-commerce) remains a relatively new, 
emerging and constantly changing area of business management and information technology. There has 
been much publicity and discussion about e-commerce. Library catalogues and shelves are filled with 
books and articles on the subject. However, there remains a sense of confusion, suspicion and 
misunderstanding surrounding the area, which has been worsened by the different contexts in which 
electronic commerce is used, coupled with the myriad related buzzwords and acronyms. In order to 
understand electronic commerce, it is important to identify the different terms that are used and to 
assess their origin and usage. 
 
Electronic commerce is sharing business information, maintaining business relationships and 

interchange (EDI) was the next stage of e-commerce development. 
 
EDI is the electronic transfer of a standardised business transaction between a sender and receiver 
computer, over some sort of private network or Value Added Network (VAN). Both sides would have to 
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have the same application software and the data would be exchanged in an extremely rigorous format. 
In sectors such as retail, automotive, defence and heavy manufacturing, EDI was developed to integrate 

manufacturers could share information with designers, maintenance and other partners and 
stakeholders. Before the widespread uptake and commercial use of the Internet, the EDI system was 
very expensive to run, mainly because of the high costs of the private networks. 
 
The wide range of business activities related to e-commerce carry about a range of other new terms and 
phrases to portray the Internet phenomenon in other business sectors. Some of these focus on 
purchasing from on-line stores on the Internet. As, transactions go through the Internet and the Web, 
the terms I-commerce (Internet commerce), and even Web-commerce have been suggested, but are 
now very rarely used. Other terms that are used for on-line retail selling include e-tailing, virtual-stores 
or cyber stores. A collect

 
 
E-commerce or Electronics Commerce is a methodology of modern business which addresses the need 
of business organisations, vendors and customers to reduce cost and improve the quality of goods and 
services, while increasing the speed of delivery. E-commerce refers to paperless exchange of business 
information using following ways: 
 
Overview of E-Commerce 

 Electronic Data Exchange (EDI)  

 Electronic Mail (e-mail) 

 Electronic Bulletin Boards  

 Electronic Fund Transfer (EFT ) 

 Other Network-based technologies 
 
Role of Banks in E-Commerce: Banks are taking steps to expand the use of networking technology in 
their business operations the possible implications of e-commerce for banking activities. Banks are 
beginning to use the Internet to deliver traditional banking products in more efficient ways. Some banks 
have taken the further step of developing new products designed specifically to facilitate e-commerce 
participation by their customers. 
 
E-commerce will create new forms of competition and compel banks to make choices about the services 
they offer, the size of their branch networks, and the extent of their support for interbank payment 
networks. Participation in e- commerce wil

electronic marketplace. 
 
Banks have an important reason to pursue the conduct of business on-line. If they fail to respond to the 
opportunities posed by the Internet, they could be consigned to a largely secondary role as commerce 
shifts toward electronics over time. In that event, they would process payments for buyers and sellers 
engaged in e-commerce, but they would have little chance to engage independently with buyers and 
sellers or to offer their own products in the electronic marketplace. By contrast, if banks do establish a 
presence on the Internet, they should be in a position both to market traditional banking products more 
efficiently and to develop and sell new products sought by e-commerce participants. 
 
E-Commerce Provides The Following Features: 

 Non-cash payment: E-commerce enables use of credit cards, debit cards, smart cards, electronic 
 

 24x7 service availability: E-commerce automates business of enterprises and services offered by 
them to customers so that they are available anytime, anywhere.  

 Advertising / Marketing: E-commerce increases the reach of advertising of products and services of 
businesses. It helps in better marketing management of products/services. 
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 Improved sales: Using e-commerce, orders for the products can be generated anytime, anywhere 
without any human intervention. By this way, dependencies to buy a product reduce at large and 
sales increases. 

 Support: E-commerce provides various ways to provide pre-sales and post-sales assistance to 
provide better services to customers. 

 Inventory management: Using e-commerce, inventory management of products becomes 
automated. Reports get generated instantly when required. Product inventory management becomes 
very efficient and easy to maintain. 

 Communication improvement: e-commerce provides ways for faster, efficient and reliable 
communication with customers and partners. 

 
Mode of Electronic Payment System in Banking Sector: E-commerce or Electronics Commerce sites 
use electronic payment, where electronic payment refers to paperless monetary transactions. Electronic 
payment has revolutionised the business processing by reducing paper work, transaction costs, labour 
cost. Being user friendly and less time-consuming than manual processing helps business organisation 
to expand its market reach/expansion. Some of the modes of electronic payments as follow: 

 Credit card 

 Debit card 

 Smart card 

 E-Money 

 Electronic Fund Transfer 
 
Credit Card: Payment using credit card is one of most widespread mode of electronic payment. Credit 
card is a small plastic card with a unique number attached with an account. It has also a magnetic strip 
embedded in it which is used to read credit card via card readers. When a customer purchases a product 
via credit card, credit card issuer bank pays on behalf of the customer and customer has a certain time 
period after which he/she can pay the credit card bill. It is usually credit card monthly payment cycle. 
The following are the actors in the credit card system. 

 The card holder: Customer  

 The merchant: Seller of product who can accept credit card payments. 

  

  

 The card brand, for example: Visa or MasterCard. 
 
Debit Card: Debit card, like credit card is a small plastic card with a unique number mapped with the 
bank account number. It is required to have a bank account before getting a debit card from the bank. 
The major difference between debit card and credit card is that in case of payment through debit card, 

bank account for the transaction to get completed, whereas in case of credit card, there is no such 
compulsion. Debit cards free customer to carry cash, cheques and even merchants accepts debit card 
more willingly.  
 
Smart Card: Smart card is again similar to credit card and debit card in appearance but it has a small 
microprocessor chip embedded in it. It has the capacity to store customer work related/personal 
information. Smart card is also used to store money which is reduced as per usage. Smart card can be 
accessed only using a PIN of customer. Smart cards are secure as they stores information in encrypted 
format and are less expensive/provide faster processing. Mondex and Visa Cash cards are examples of 
smart cards. 
E-Money: E-Money transactions refer to situations, where payment is done over the network and 
amount gets transferred from one financial body to another financial body without any involvement of a 
middleman. E-money transactions are faster, convenient and save a lot of time. Online payments done 
via credit card, debit card or smart card are examples of e-money transactions. Another popular example 
is e-cash. In case of e-cash, both customer and merchant have to sign up with the bank or company 
issuing e-cash. 
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Electronic Fund Transfer: It is a very well-liked electronic payment method to transfer money from 
one bank account to another bank account. Accounts can be in same bank or different bank. Fund 

based EFT is getting popularity. In this case, customer uses website provided by the bank. Customer 
logins to the 

otherwise transfer request is forwarded to ACH (Automated Clearing House) to transfer amount to 

account, customer is notified of the fund transfer by the bank. 
 
Advantages of E-Commerce in Banking Sector: 

 Time saving: Online banking undoubtedly, saves time by allowing direct transactions from office, 
home et cetera 

 Convenience: The biggest advantage that online banking brings to the table is its convenience. We 
can pay phone and other bills via online banking without 
collection outlets. 

 24x7 Services: Online banking transactions can be performed at any time and from anywhere. 

 Eco-friendly process: Online banking is an eco-friendly process as it does not consume volumes of 
paper like conventional banking modes and hence helps protect the environment. 

 Challenges in E-commerce at the Banking Sector 

 Need for standardization of hardware, operating systems, system software and application software 
to facilitate inter connectivity of systems across banks. 

 Need for high level of security. 

 Communication and Networking  use of networks which would facilitate simplest data bases and 
distributed processing 

 Technology plan with periodical up gradation. 
 
Conclusion: E-commerce in India will have its own advantages to both the banks and the customers.  
As India is the second largest populous country and the most of the people lives in rural areas and there 
is a proper need to divert the efforts to the entire areas, the city as well as the villages.  The use of 
Information Technology will not only reduce the costs of operation but also would be effective, easy to 
maintain, speedier and highly competitive. The banks cannot remain unapproachable this perception of 
e-commerce, and they should bring appropriate changes to meet the necessities and challenges of e-
commerce.  
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