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ABSTRACT 

Banks play an important role in the economic development of a country as they accept deposits, grants 

credit and help regulator in execution of various economic policies and programmers from time to time 

.The role of commercial banks is more significant in underdeveloped countries. They play an important 

role in mobilization of people’s savings from every nook and corner of the country and by better 

deployment of funds through credit creation; commercial banks provide a fillip to the development 

process of underdeveloped countries. India’s financial services sector has seen vital developments in 

recent times.  The financial markets have been liberalized and globalized.  At the same time, in order to 

maintain the sanctity of the system, various changes in the regulatory framework have been brought 

about.  Some rationalization of the roles of certain players has also been affected. 

1. INTRODUCTION 

Innovation can possibly change the method for 

working of business banks. It realizes changes in 

showcasing, tasks, structuring, estimating and 

circulating monetary items and administrations. 

Innovation carries with it cost reserve funds as a 

computerized self-administration item 

conveyance channel. These essential difficulties 

requires a progressively powerful, ace acative 

and testing workplace to fulfill the necessities of 

present day client, item separation, aggressive 

estimating, corporate administration, 

straightforwardness and exposure duties. 

Innovation is the way to the future 

accomplishment of Indian Banks.  

In crude social orders, exchange was constrained 

and occurred just as 'trade', i.e., merchandise or 

administrations were paid for by different 

products or administrations. As exchanges 

expanded in number and assortment, a vehicle of 

trade called 'cash' appeared. The utilization of 

cash is a monetary exchange. As an instrument 

of installment, it is an exchange strengthening to 

the basic exchange in merchandise and 

administration.  

As a compelling mode of trade, 'cash' ought to 

be all around acknowledged, be transportable 

and distinct, it ought to keep up a natural esteem 

and be hard to fake. Pretty much every general 

public has advanced its very own typical money, 

beginning from 'cowrie shells' to cash notes and 

coins.  

As exchange developed in number and 

assortment, even money exchanges ended up 

bulky. There was a physical danger of 

conveying a lot of money. Additionally, dealing 

with money requires some serious energy and 

the esteem held in real money stays 'inactive', 

i.e., does not procure premium. Consequently, a 

'cashless society' was conceived and many 
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money exchanges were supplanted by exchanges 

through 'checks', Checks speak to the type of 

cash held in a bank as an investment funds or 

current store.  

One of the inborn inadequacies of a check 

exchange is that it hindered the installment 

system. In contrast to an installment in real 

money, the conveyance of a check without 

anyone else does not clear the obligation. A 

check must be displayed for installment and 

regarded. PCs and systems administration have 

made it conceivable to move towards a 

'registration society'. As opposed to utilizing a 

physical medium like a paper check, it is 

currently conceivable to help out monetary 

exchanges through Internet. Installments can be 

as immediate as money exchanges however 

without the related detriments, viz., tedious 

money tallying or holding of inert money. 

2. THE ROLE OF ‘PLASTIC CARDS’ 

'Plastic cards', additionally called 'plastic cash', 

bolster an electronic installment component. It is 

a typical sight these days that obligations are 

settled not with money or check but rather 

through plastic cards at the counter of an oil 

siphon, an emergency clinic, a shopping center 

or some other shop or specialist co-op who 

acknowledges credit or charge cards in liue of 

money. Magazine membership, buy of railroad 

tickets and a large group of different 

installments are likewise being helpfully made 

through plastic cards by a developing number of 

clients.  

Plastic cash fulfills the fundamental criteria of a 

mechanism of trade, viz. they are broadly 

acknowledged, transportable, detachable (i.e., 

they can be utilized to pay in a flash for little just 

as enormous buys), hard to fake and speak to a 

capacity to pay (a store of significant worth). 

Such cards diminish the danger of conveying 

money, kill the inconvenience of tallying money 

and get rid of the postpone engaged with 

encashing a check. In this way, there is a 

developing fame of plastic cards. Aside from 

encouraging installments, the gathering of 

plastic cards known as charge cards offers the 

card holder a rotating credit extension, enabling 

the person in question to buy things with a 

conceded installment office. These cards 

likewise offer the holder the accommodation of 

buoy without really holding inactive money or 

inert equalization in record. 

• ATM CARD 

A huge piece of money exchange at the bank's 

counters includes money withdrawals by record 

holders. Utilization of cards has changed that 

example of money exchange also. Banks issue 

'ATM cards' ('ATM' represents Automated 

Teller Machine) to their record holders for 

money withdrawal from any of its ATM stands 

or from the ATMs of a couple of different 

manages an account with whom the issuing bank 

has a course of action. There is no 

administration charge for utilizing the backer 

bank's ATMs, yet the utilization of other banks' 

ATM regularly welcomes a charge to be borne 

by the client. An Automated Teller Machine is 

called 'mechanized' in light of the fact that it is a 

client worked electronic machine. Introduced in 

an open spot, it offers a 27/7 administration at 

numerous areas. These machines are 'unattended' 

as in the bank needs to post just a security 

watch. The holder of an ATM card will embed 

or swipe the card at the ATM terminal and key 

in an individual for digit number so as to pull 

back money. Aside from noting balance 

enquiries, the vast majority of the ATM likewise 

give 'little proclamations', i.e., explanations in 

regard of last ten exchanges or thereabouts. 

Individuals who might have generally visited the 

bank office just to pull back money or realize the 

equalization can abstain from doing as such and 

this is in light of a legitimate concern for the 

bank just as – a piece of the surge at the bank's 
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money counters might be kept away from. A few 

banks give extra administrations through its 

select ATMs, similar to store of checks in a drop 

box, and so forth. ATMs of a bank are organized 

to the information framework on the bank's PC. 

The individual number (called 'Stick' or 

'Individual Identification Number') is a classified 

code created by the bank's PC and is imprinted 

on an exceptional stationery wherein the code is 

printed by a carbon paper inside a shut envelope 

so that not by any means the bank individual 

would approach it. In addition, a client has the 

choice of changing the PIN online at the ATM 

terminal. With a four digit PIN there are 10,000 

potential numbers. On the off chance that the 

PIN check arrangement of an ATM permits 

three endeavors before obstructing the card, an 

untouchable possessing a lost or stolen card will 

have a 3/10,000 possibility in speculating the 

right PIN. This likelihood may increment 

drastically if the card holder utilizes some 

generally realized PIN like the time of birth, and 

so forth.  

To the extent the bookkeeping is concerned, the 

PC arrangement of the bank makes online 

charge to the client's record for each ATM 

withdrawal. For the most part there is a point of 

confinement on the day by day money 

withdrawal through the ATM.  

With this sort of accommodation offered, ATM 

cards ascended from the development stage to 

the development stage in its item life cycle and 

in the process pushed the explorers' check, 

before an extremely mainstream bank item, into 

a declining stage lastly into oldness. 

• DEBIT CARD AND CREDIT CARD 

An ATM card has a constrained use, viz. it very 

well may be utilized just for money withdrawals 

from an ATM. As a differentiation, charge cards 

or Mastercards have an a lot more extensive use; 

they might be utilized both for money 

withdrawals from an ATM and for electronic 

finances exchange at the purpose of offer 

(EFTPOS), i.e., for offering a lawfully 

substantial installment at the counter of a shop 

or some other purpose of offer (POS).  

• A platinum card grants installment out 

of the parity accessible in the client's 

record  

• A charge card does not required any 

equalization (or even a store account) to 

be kept up by the client yet offers a 

credit.  

For an ATM task through a charge or Visa, a 

similar PIN framework is utilized. Every one of 

these cards contains coded data about the 

specific clients and when it is swiped through an 

electronic peruser at the POS, an association is 

built up with the bank's PC framework. 

Contingent on whether it is a platinum card or a 

charge card, the measure of exchange is either 

charged online to the client's record or recorded 

as a credit benefited. Moreover, there will be a 

charge-slip which the client would sign 

physically.  

At the point when a plastic is issued to a client, 

an ATM card really winds up repetitive in light 

of the fact that this equivalent card can be 

utilized at an ATM also. Actually as an ever 

increasing number of banks are issuing platinum 

cards, ATM cards are eliminating.  

A charge card is issued by a bank just as an 

exchange facilitator. In any case, issue of charge 

cards is identical to offer of a rotating credit 

limit. This requires an earlier evaluation of the 

charge card client and endorsement of an 

appropriate utmost.  

At the point when a credit is gotten on a charge 

card, an effortlessness period is permitted to the 

borrower. In the event that the whole installment 

is made inside the due date, no intrigue is 
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charged on the acquired total; if not, the 

remarkable parity pulls in intrigue, which is 

typically a lot higher than the business obtaining 

rate. There is a 'base sum due' demonstrated in 

the explanation which must be paid by the due 

date to hold the legitimacy of the card. A default 

in the installment of this base due pulls in 

punishment charges at a high rate, aside from 

charging the cardholder, the backer charges the 

card acceptor (shop and so on.) a specific level 

of each exchange against a Mastercard. Along 

these lines, from one perspective traders are 

slanted to acknowledge installment by a 

Mastercard in light of the fact that this is 

probably going to expand buyer spending; 

however then again they need to gauge this 

advantage against the expense, viz. expenses 

charged by the specialist co-op.  

A charge card can be utilized at a POS as well as 

acquiring credit by method for money 

withdrawal from an ATM. As a rule there is a 

sub limit under the general credit limit up to 

which credit might be gotten in real money. For 

money withdrawals, premium is charged from 

the date of exchange itself and the cards holder 

is required to pay an administration charge. This 

is on the grounds that if there should arise an 

occurrence of money acquiring the card backer 

does not get any installment from an outsider. 

3. UNIVERSAL STANDARDS  

By and large, plastic cards have been 

institutionalized in structure the world over. The 

components of a Visa are 33/8" x 21/8", with 

1/8" distance across range corners. Be that as it 

may, the cards might be of various materials like 

PVC, covered plastic, and so forth and have a 

thickness ordinarily between 0.012" to 0.030". 

Universally, the encryption on the card may shift 

from attractive stripe encoding to bar coding (in 

India the previous is embraced). Cards have 

successive or sequential numbering, alternatives 

for personalization by method for client's photo 

(photograph card), and mark, and so forth. There 

is generally a 3D image of the backer on the 

card so as to frustrate a through and through 

phony. 

• MEMBERSHIP ORGANIZATIONS 

'MasterCard Worldwide' and 'Visa International' 

are instances of participation associations of 

budgetary establishments that issue the 

individual cards. Such associations are non-

benefit affiliations that set the norms for the 

issuing banks. Genuine issuance of cards and 

preparing of exchanges are completed by the 

issuing banks themselves. A marking like 'Visa' 

or 'MasterCard' gives a card the upside of 

acknowledgment at a more extensive number of 

purposes of offer and perhaps an entrance to a 

more extensive system of ATMs. 

• CO-BRANDING OF CREDIT 

CARDS 

It is a common practice for banks to co-brand 

credit cards along with a renowned merchant. 

For example, a bank co-branding its card with an 

oil company may offer intake of petrol at the 

pumps of that company without the service 

charge normally associated with card purchase 

of petrol. 

• CARD CHARGE 

For ATM cards and platinum cards an 

administration charge between Rs 50 and Rs 100 

might be charged by a bank for each card.  

If there should be an occurrence of a Mastercard, 

there is a yearly charge, which is postponed by 

certain banks. In the event that extra cards are 

issued, e.g., to the life partner or offspring of the 

first Visa holder, yearly charges for them might 

be extra yet lower.  

On its essence, banks charge a high enthusiasm 

on Mastercard exceptional adjusts past the due 
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date. It is a mystery, however, that the specialist 

organization really does not make a high benefit 

on Visa tasks. This is on the grounds that  

(i) Credit card tasks include extremely high 

non-intrigue costs like regulatory costs, 

costs for setting up records, keeping up 

records of exchanges, issuing 

explanations, gathering installments, and 

so forth. These expenses depend 

basically on the quantity of exchanges 

and not on their cash esteem. Since the 

normal cash estimation of a charge card 

exchange is low, such overhead 

expenses become a high extent of such 

cash estimation of exchanges. For 

instance, a postal charge of Rs 25 for 

sending the month to month articulation 

itself can be 1 percent of a remarkable 

credit of Rs 2,500. Were it a money 

acknowledge represent a remarkable of 

Rs 2,50,000, the equivalent postal 

charge of Rs 25 would have been a 

small 0.01 percent of the aggregate sum.  

(ii) The default rate on charge card getting 

is high and, in this manner, the hazard 

premium joined in the financing cost is 

correspondingly higher.  

(iii) Credit card holders appreciate 

acknowledge as well as a scope of 

different administrations including the 

accommodation of a minimal effort 

liquidity save, a 'free credit' whenever 

settled by the due date, and a record of 

exchanges. The expense of 'intrigue free 

credit' in actuality gets canvassed in two 

different ways – certain level of every 

exchange is recuperated from the 

acceptor of the card at the POS, and a 

higher rate of intrigue is charged to 

those cardholders who utilize the credit 

past their individual due dates. In this 

manner, there is a cross-sponsorship 

included.  

On the off chance that a 'client pays' 

methodology was pursued, the specialist co-op 

would unbundle the charges in such a way, that 

card holders would be charged independently for 

overhead costs (a fixed organization expense), 

exchanges (in light of genuine use) and 

utilization of credit (beginning from the date of 

exchange). This would have brought down the 

financing costs for borrowings on Mastercards. 

Be that as it may, what with high extent of 

managerial expenses and what with a high 

default-hazard premium, Mastercards would 

even now be an exorbitant wellspring of credit. 

Likewise, the idea of 'free credit' would never 

again be there. 

4. THE PRESSURE ON SERVICE 

PROVIDERS 

It is alleged that the providers of credit card 

service often do not treat their small customers 

professionally. While a large customer base with 

a low per-customer return does put obvious 

pressure on the service provider’s ability to 

serve, it is much more serious if any service 

provider resorts to some unscrupulous practices. 

A recent probe by the Government of India laid 

bare some such intentional practices by a few 

service providers, ranging from delayed dispatch 

of account statement, delayed encashment of 

cheques, false promise by agents, ‘hidden 

charges’ communicated in ‘small print’ in the 

MITC (most important terms and conditions), 

mechanical handling of customer grievances at 

call centres, helpline not being toll-free, terms 

communicated only in English - a language with 

which a large section of the Indian population is 

not familiar, no address is made available for 

communication, and so on. Undoubtedly, at a 

juncture where a vast untapped potential exists 

in India for increasing credit card business, such 

instances will only prove to be counter-

productive. 
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5. RBI GUIDELINES ON CREDIT CARD 

OPERATIONS 

An RBI working group has recommended a 

specific regulatory mechanism for credit cards in 

India. The objective of this discipline is obvious 

– on the one hand, credit cards are to be 

encouraged to grow in a safe, secure and 

efficient manner; on the other hand, the rules, 

regulations, standards and practices of the card 

issuing banks/ non-banking finance companies 

(NBFCs) have to be aligned to the best customer 

practices. The RBI guidelines issued in 

November 2005 for regulating 

 A complainant not getting a satisfactory 

response within 30 days may approach 

the Banking Ombudsman. 

 The bank/NBFC shall be liable to 

compensate the complainant for loss of 

time, expenses, financial loss, 

harassment, mental anguish, etc. due to 

delay in redressal. 

Internal control and monitoring systems 

 The Standing Committee on Customer 

Service in each bank / NBFC may 

conduct a monthly review of credit card 

operations, default reports to the CIBIL, 

card related complaints and take 

appropriate measures to improve 

service. 

 A detailed quarterly analysis of credit 

card related complaints is to be put up to 

the top management. 

 A suitable mechanism should be put in 

place for randomly checking the 

genuineness of merchant transactions. 

Right to impose penalty 

 Under the provisions of the Banking 

Regulation Act, 1949, the RBI reserves 

the right to impose penalty on a bank / 

NBFC for violation of its guidelines. 

6. CREDIT CARD FRAUD AND SECURITY 

SYSTEMS 

Theft of credit card data over the Internet is one 

of the most dreaded cyber frauds. In the manual 

system, frauds involving a credit card were by 

and large confined to physical loss of the card 

and its unscrupulous use through forgery of the 

cardholder’s signature. Loss on stolen cards was 

suitably insured and banks followed their 

traditional mechanism for dealing with forged 

signatures. 

In the age of e-Commerce, the flow of card 

information has gone out of the Bank’s own 

network connecting its ATMs. On the one hand, 

ensuring the same level of security protection 

over all networks connecting thousands of 

Points of Sale is an extremely tall order; on the 

other hand, for a hacker with criminal motives a 

database containing information on a large 

number of cards is a far more attractive target 

than physically acquiring a single credit card. 

This calls for a comprehensive security system 

with built-in encryption technology for data 

communication over the networks. It is equally 

important to have a security system for storage 

of credit card information. 

7. CONCLUSION 

To finish up, it is comprehended that the move 

from old to new business condition has made the 

requests on Indian bank like improved work 

process, full client access to banking exchanges 

through electronic mode and so on. In the 

developing situation of wild challenge sponsored 

by twin power of deregulation and innovation, 

the level of rivalry in the Indian money related 

Sector has expanded to phenomenal dimension. 
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Subsequently the operational effectiveness of 

banks has accomplished gigantic criticalness for 

their survival in the present situation through 

applicable mode like merger and procurement, 

amalgamation and dominates.  
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