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INTRODUCTION

In the new millennium, the single most dominant event which has completely changed the world is the birth of Internet. It has 
changed the outlook of whole set of industries and markets and has already had a great impact on consumers and is all set to have a 
very exciting future. It has helped companies improve services, reduce costs, open new channels and transform the competitive 
landscape. The arrival of internet is revolutionizing the way business is carried out and is having a tremendous impact on all 
industries- the way they work and how they provide services to the customers. The internet and the technology enabling have 
helped companies to create an altogether new channel of business, collectively called e-Business. e-Business is primarily any kind 
of transaction done partly or completely over a network. However, it is not only buying and selling of goods and services over the 
internet, but also servicing customers, collaborating with business partners so as to create new markets. e-Business has changed 
the way many companies do business. To them, e-Business is no longer an alternative but an imperative. However, many 
companies are struggling with the most basic problem of identifying the best approach for establishing and doing business in the 
digital economy. Some companies are transforming their businesses entirely to the web. Some are establishing subsidiaries, and 
then spinning them off as separate online business. Others are investing in or merging with online startups. The bottom line is that 
there is no simple prescription and almost no such thing as an established e-Business model for companies even within the same 
industry.

The opening of Indian economy in 1990's brought in its wake forces of market competition in small measures in the economy and 
all sectors including Banking sector were exposed to such forces for the first time. IT is playing an active role in improving the 
productivity in banking industry. Perhaps no other sector has been affected as much as banking and financial services. It has 
become the most important factor for dealing with the intensifying competition and the rapid proliferation of financial 
innovations. The liberalization in the banking sector in 1991 necessitated the need for bringing measures to cut down cost, to 
increase efficiency, to provide better, value added, customized and cost effective services to the customers. In this study the 
banking sector has been chosen for study because of its unique potential to be a very large user of e-Business and given the kind of 
changes banking industry in India is experiencing, a thorough study on IB and a framework to analyze the critical success factors 
and strategic issues involved in e-business transaction was felt appropriate.

COPE OF THE STUDY

The aim of the work is to analyze and compare 
various e-Business models so as to identify 
app rop ria te  m etrics for assessing the 
particular business model. It is proposed to 

take up the case study of Indian Banking sector and identify 
factors which contribute to the improved performance of the 
Internet banking operations. With almost all the major banks 
in India migrating (or in the process of migration) to full 
fledged Internet banking, Computer simulation studies are 
planned to study the factors which may enable a successful 
migration of traditional banking business to e-Business.

BJECTIVES OF THE STUDY

♦ To study, analyze and compare various e­
Business models and identify appropriate 
metrics for assessing business models.

♦ To analyze the profitability and productivity of Internet 
Banking in India.

methodologies adopted are a mix of various statistical 
and econom etric  tools including m athem atical 
modelling, econometric toolkits, TSP, univariate analysis, 
questionnaires, interviews etc.

The study focuses on analyzing the productivity and 
profitability aspect of Internet banking. For which a 
thorough study on IB has been done with respect to 
performance, cost efficiency, and other characteristics. 
The search was executed to collect information from the 
Internet using a combination of knowledge of banks web 
sites by using Uni variate statistical analysis. Further to 
analyze the productivity of banks a Cobb-Douglas 
production function approach is employed. The 
methodology adopted for analyzing the Banking Sector is 
primarily based on secondary data available from various 
sources including annual report of Reserve Bank of India 
(RBI) on banking, annual report of various private sector 
banks, web sites of major banks, other economic and 
banking reports, journals and newspapers, sites on the 
net related with banking like Indian Banking Association, 
N a t io n a l  I n s t i t u t e  o f B an k  M a n a g e m e n t ,  
bankersindia.com etc.

♦ To investigate the factors for the successful reengineering
of various banking processes and process simulation for 
the migration of traditional business to an e-Business.

ESEARCH METHODOLOGY

♦ Since the research focuses on more than 
one aspect of Internet banking, the 
objectives are multiple and varied. 
S u b s e q u e n t l y ,  t h e  r e s e a r c h

♦ To analyze the use of business model in Indian banking 
sector major components derived from the literature 
review of the research has been taken and is evaluated 
using Likert's scale. A series of interviews were conducted 
that aimed at investigating the relevance of business 
model research and exploring possible uses of the 
business model concept in various banks.

♦ Further to investigate and analyze the factors for 
reengineering of various processes followed at banks a
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simulation tool (iGrafx) has been used which can 
generate reports regarding the duration of each 
transaction, costs, resource utilization, etc. This tool was 
used in many BPR projects for simulation as it plays a vital 
role to analyze the existing business processes, to develop 
a new one removing the unnecessary cardinalities, and to 
make qualitative and quantitative estimations that would 
help to decide whether to implement the process or not. 
In this different banking processes like account opening, 
loan process in general and car loan process has been 
studied. For the purpose of re-engineering, the AS IS 
model is critically analyzed to know the pros and cons of 
the activities. After considering the AS IS model as a base 
model, efforts are also made to re-engineer the necessary 
activities so that the cost related to the activity gets 
reduced and on the other hand the benefits for the 
customer and the bank increases. This reengineered 
model is referred as “TO BE model".

ONCLUSIONS

If we look back to the objectives behind the 
present study, the primary aim was to analyze 
the various e-Business models and evaluate 
the performance of Internet banks in India 

with a special emphasis on new generation private sector 
banks in the post liberalization era and through a study of the 
e-business investments and other technology initiative in the

field of banking, suggest an ideal e-Banking model, which will 
find it competitive in the New Millennium. Internet banking in 
India has completed more than four years and it was an 
opportune time to test the efficacy of these initiatives by 
Indian banks.

1. The review of literature in E-Business provides business 
models with diverse components and parameters which 
are not sufficient to conduct effective and successful e­
Business practices in the current business environment 
as there is no standardization of a business model 
definition and its components.

2. The Private, Public and some foreign banks in India 
started offering or are likely to offer various financial 
services to the customers through Internet banking 
because it is a cheaper and quicker mode.

3. The increased IT investment and e-initiatives in Indian 
banking system is not only enabling the banking system 
in the country to increase their productivity but also to 
gain competitive advantage and earn higher profits than 
they would have otherwise made.

4. Reengineering and migration from traditional form of 
business to Internet business is helping banks to save 
cost, time, human and other resources.
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