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Focus of the problem

The study has been conducted on SBI. The main focus of the study is to

know about customer’s perceptions about various credit schemes. As

SBI card is an integral part of SBF (small business financing). So the

due weight age is given to SBI card. This study has been conducted

by classifying customers into two categories.

                SBI Card holders

                Non SBI Card holders

4



Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

Objective of the Study

                To find out the market potential of SBI card.

                To  know  customer’s  perceptions  about  various  credit  schemes  of

different banks.

                To compare the credit schemes of different banks.

                To find out main obstacles while  getting finance under various credit

schemes.
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INTRODUCTION TO BANKING SECTOR

AND SBI
A snapshot of the banking industry:

The Reserve Bank of India (RBI), as the central bank of the country, closely monitors

developments in the whole financial sector.

The banking sector is dominated by Scheduled Commercial Banks (SBCs). As at end-

March 2002, there were 296 Commercial banks operating in India. This included 27

Public Sector Banks (PSBs), 31 Private, 42 Foreign and 196 Regional Rural Banks.

Also, there were 67 scheduled co-operative banks consisting of 51 scheduled urban

co-operative banks and 16 scheduled state co-operative banks.

Scheduled  commercial  banks  touched,  on  the  deposit  front,  a  growth  of  14%  as

against 18% registered in the previous year. And on advances, the growth was 14.5%

against 17.3% of the earlier year.

Higher  provisioning norms,  tighter  asset  classification  norms,  dispensing  with  the

concept of ‘past due’ for recognition of NPAs, lowering of ceiling on exposure to a

single borrower and group exposure etc., are among the measures in order to improve

the banking sector.

A minimum stipulated Capital Adequacy Ratio (CAR) was introduced to strengthen

the ability of banks to absorb losses and the ratio has subsequently been raised from

8% to  9%.  It  is  proposed  to  hike  the  CAR to  12% by 2004 based  on the  Basle

Committee recommendations.

Retail Banking is the new mantra in the banking sector. The home loans alone account

for nearly two-third of the total retail portfolio of the bank. According to one estimate,

the retail segment is expected to grow at 30-40% in the coming years.
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Net banking, phone banking, mobile banking, ATMs and bill payments are the new

buzz words that banks are using to lure customers.

With  a  view to  provide  an  institutional  mechanism for  sharing of  information  on

borrowers  /  potential  borrowers  by  banks  and  Financial  Institutions,  the  Credit

Information Bureau (India)  Ltd.  (CIBIL)  was set  up in  August  2000.  The  Bureau

provides a framework for  collecting,  processing and sharing credit  information on

borrowers of credit institutions. SBI and HDFC are the promoters of the CIBIL.

The RBI is now planning to transfer of its stakes in the SBI, NHB and National bank

for Agricultural and Rural Development to the private players. Also, the Government

has sought to lower its holding in PSBs to a minimum of 33% of total capital by

allowing them to raise capital from the market.

Banks are free to acquire shares,  convertible  debentures of  corporate and units of

equity-oriented  mutual  funds,  subject  to  a  ceiling  of  5% of  the  total  outstanding

advances (including commercial paper) as on March 31 of the previous year.

The finance ministry spelt out structure of the government-sponsored ARC called the

Asset  Reconstruction  Company  (India)  Limited  (ARCIL),  this  pilot  project  of  the

ministry would pave way for smoother functioning of the credit market in the country.

The government will hold 49% stake and private players will hold the rest 51%- the

majority being held by ICICI Bank (24.5%).

Reforms in the banking sector:

The first phase of financial reforms resulted in the nationalization of 14 major banks

in 1969 and resulted in a shift  from Class banking to Mass banking.  This  in turn

resulted in a significant growth in the geographical coverage of banks. Every bank has

to  earmark  a  minimum  percentage  of  their  loan  portfolio  to  sectors  identified  as

“priority sectors”. The manufacturing sector also grew during the 1970s in protected

environs and the banking sector was a critical source. The next wave of reforms saw
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the  nationalization  of  6  more  commercial  banks  in  1980.  Since  then  the  number

scheduled commercial banks increased four-fold and the number of banks branches

increased eight-fold.

After the second phase of financial sector reforms and liberalization of the sector in

the early nineties,  the Public Sector  Banks (PSB) s found it  extremely difficult  to

complete with the new private sector banks and the foreign banks. The new private

sector banks first  made their appearance after the guidelines permitting them were

issued in January 1993. Eight new private sector banks are presently in operation.

These banks due to their late start have access to state-of-the-art technology, which in

turn helps them to save on manpower costs and provide better services.

During the year 2000, the State Bank of India (SBI) and its 7 associates accounted for

a  25%  share  in  deposits  and  28.1%  share  in  credit.  The  20  nationalized  banks

accounted for 53.5% of the deposits and 47.5% of credit during the same period. The

share of foreign banks ( numbering 42 ), regional rural banks and other scheduled

commercial banks accounted for 5.7%, 3.9% and 12.2% respectively in deposits and

8.41%, 3.14% and 12.85% respectively in credit during the year 2000.

 Classification of banks:

The Indian banking industry, which is governed by the Banking Regulation Act of

India, 1949 can be broadly classified into two major categories, non-scheduled banks

and  scheduled  banks.  Scheduled  banks  comprise  commercial  banks  and  the  co-

operative banks. In terms of  ownership, commercial banks can be further grouped

into nationalized banks, the State Bank of India and its group banks, regional rural

banks and private sector banks (the old / new domestic and foreign). These banks have

over 67,000 branches spread across the country. The Indian banking industry is a mix

of the public sector, private sector and foreign banks. The private sector banks are

again spilt into old banks and new banks.
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Banking System in India

Reserve bank of India (Controlling Authority)

Development Financial institutions                                                      Banks

IFCI   IDBI   ICICI    NABARD   NHB    IRBI      EXIM Bank          SIDBI

Commercial                 Regional Rural           Land Development             Co-operative

    Banks                               Banks                            Banks                             Banks     

Public Sector Banks                                     Private Sector Banks

 SBI Groups          Nationalized Banks       Indian Banks                     Foreign Bank
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ABOUT SBI:

         

THE PLACE TO SHARE THE NEWS ...……

SHARE THE VIEWS ……

The State Bank of India, the country’s oldest Bank and a premier in terms of balance

sheet  size,  number  of  branches,  market  capitalization  and  profits  is  today  going

through a momentous phase of Change and Transformation – the two hundred year

old  Public  sector  behemoth  is  today  stirring  out  of  its  Public  Sector  legacy  and

moving with an agility to give the Private and Foreign Banks a run for their money. 

The bank is entering into many new businesses with strategic tie ups – Pension Funds,

General Insurance, Custodial Services, Private Equity, Mobile Banking, Point of Sale

Merchant Acquisition, Advisory Services, structured products etc – each one of these

initiatives having a huge potential for growth.

The Bank is forging ahead with cutting edge technology and innovative new banking

models, to expand its Rural Banking base, looking at the vast untapped potential in the

hinterland and proposes to cover 100,000 villages in the next two years. 
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It is also focusing at the top end of the market, on whole sale banking capabilities to

provide India’s growing mid / large Corporate with a complete array of products and

services. It is consolidating its global treasury operations and entering into structured

products  and  derivative  instruments.  Today,  the  Bank  is  the  largest  provider  of

infrastructure debt and the largest arranger of external commercial borrowings in the

country. It is the only Indian bank to feature in the Fortune 500 list.

The Bank is changing outdated front  and back end processes to modern customer

friendly processes to help improve the total customer experience. With about 11448 of

its  own  branches  and  another  6500+  branches  of  its  Associate  Banks  already

networked,  today  it  offers  the  largest  banking  network  to  the  Indian  customer.

Banking behemoth State Bank of India is planning to set  up 15,000 ATMs in the

country by March 2010 investing more than Rs 1,000 crore. 

RP Sinha, deputy managing director (information technology) of the bank, said: "We

plan to have 25,000 ATMs in the country by March 2010. We will add 15,000 ATMs

to the existing ones by end of this fiscal." The bank has almost 10,300 ATMs in the

country at present. 

According to a senior SBI official, the spot for an ATM counter is taken on lease. It

requires Rs 5.2-5.5 lakh to set up the infrastructure and almost Rs 3.5 lakh for an ATM

machine. "All put together, the cost is around Rs 9 lakh per counter," he said. Going

by the estimate, SBI would require a whopping Rs 1,350 crore for setting up 15,000

ATMs. 

 The  Bank  is  also  in  the  process  of  providing  complete  payment  solution  to  its

clientele with its ATMs, and other electronic channels such as Internet banking, debit

cards, mobile banking, etc.
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With four national level Apex Training Colleges and 54 learning Centres spread all

over  the  country  the  Bank  is  continuously  engaged  in  skill  enhancement  of  its

employees. Some of the training programes are attended by bankers from banks in

other countries.

The  bank  is  also  looking  at  opportunities  to  grow  in  size  in  India  as  well  as

internationally. It presently has 82 foreign offices in 32 countries across the globe. It

has also 8 Subsidiaries in India – SBI Capital Markets Ltd, SBI Mutual Funds, SBI

factor and commercial services Ltd, SBI DFHI Ltd, SBI Cards and Payment Services

Ltd,  SBI Life Insurance Company Ltd, SBI Fund Management Pvt. Ltd, SBI Canada

- forming a formidable group in the Indian Banking scenario. It is in the process of

raising capital for its growth and also consolidating its various holdings. 

Background:

State Bank of India is the largest and one of the oldest commercial bank in India, in

existence  for  more  than  200  years.  The  bank  provides  a  full  range  of  corporate,

commercial and retail banking services in India. Indian central bank namely Reserve

Bank of India (RBI) is the major share holder of the bank with 59.7% stake. The bank

is capitalized to the extent of Rs.646bn with the public holding (other than promoters)

at 40.3%.

SBI has the largest  branch and ATM network spread across every corner of India.

Thebank has a branch network of over 17000 branches (including subsidiaries). Apart

fromIndian network it also has a network of 73 overseas offices in 30 countries in all

time zones, correspondent relationship with 520 International banks in 123 countries.

In recent past, SBI has acquired banks in Mauritius, Kenya and Indonesia. The bank

had  total  staff  strength  of  198,774  as  on  31st  March,  2008.  Of  this,  29.51% are

officers, 45.19% clerical staff and the remaining 25.30% were sub-staff. The bank is

listed  on  the  Bombay  Stock  Exchange,  National  Stock  Exchange,  Kolkata  Stock
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Exchange, Chennai Stock Exchange and Ahmedabad Stock Exchange while its GDRs

are listed on the London Stock Exchange.

SBI group accounts for around 25% of the total business of the banking industry while

itaccounts for 35% of the total foreign exchange in India. With this type of strong

base, SBI has displayed a continued performance in the last few years in scaling up its

efficiency levels. Net Interest Income of the bank has witnessed a CAGR of 13.3%

during the last five years. During the same period, net interest margin (NIM) of the

bank has gone up from as low as 2.9% in FY02 to 3.40% in FY06 and currently is at

3.32%.

KEY AREAS OF OPERATION:

The  business  operations  of  SBI  can  be  broadly  classified  into  the  key  income

generating areas such as National Banking, International Banking, Corporate Banking,

& Treasury operations. The functioning of some of the key divisions is enumerated

below:

a) Corporate banking

The corporate banking segment of the bank has total business of around Rs1,193bn.

SBI has created various Strategic  Business  Units  (SBU) in order to streamline  its

operations.  

These SBUs are as follows:

a.1) Corporate Accounts

a.2) Leasing

a.3) Project Finance

a.4) Mid Corporate Group

a.5) Stressed Assets Management

b) National banking
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The  national  banking  group  has  14  administrative  circles  encompassing  a  vast

network of 9,177 branches, 4 sub-offices, 12 exchange bureaus, 104 satellite offices

and 679 extension counters, to reach out to customers, even in the remotest corners of

the  country.  Out  of  the  total  branches,  809  are  specialized  branches.  This  group

consists of four business group which are enumerated below:

b.1) Personal Banking SBU

b.2) Small & Medium Enterprises

b.3) Agricultural Banking

b.4) Government Banking

c) International banking

SBI  has  a  network  of  73  overseas  offices  in  30  countries  in  all  time  zones  and

correspondent relationship with 520 international banks in 123 countries. The bank is

keen to implement core banking solution to its international branches also. During

FY06, 25 foreign offices were successfully switched over to Finacle software. SBI has

installed ATMs at Male, Muscat and Colombo Offices. In recent years, SBI acquired

76% shareholding in Giro Commercial Bank Limited in Kenya and PT Indomonex

Bank Ltd.  in  Indonesia.  The  bank incorporated  a  company  SBI  Botswana  Ltd.  at

Gaborone.

d) Treasury

The  bank  manages  an  integrated  treasury  covering  both  domestic  and  foreign

exchange markets.  In recent years,  the treasury operation of the bank has become

more active amidst  rising interest  rate scenario,  robust  credit  growth and liquidity

constraints. The bank diversified its operations more actively into alternative assets

classes with a view to diversify the portfolio and build alternative revenue streams in

order to offset  the losses in fixed income portfolio. Reorganization of the treasury

processes at domestic and global levels is also being undertaken to leverage on the
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operational synergy between business units and network. The reorganization seeks to

enhance the efficiencies in use of manpower resources and increase maneuverability

of banks operations in the markets both domestic as well as international.

e) Associates & Subsidiaries

The State Bank Group with a network of 14,061 branches including 4,755 branches of

its  seven Associate  Banks dominates  the banking industry in India.  In  addition to

banking,  the  Group,  through  its  various  subsidiaries,  provides  a  whole  range  of

financial services which includes Life Insurance, Merchant Banking, Mutual Funds,

Credit Card, Factoring, Security trading and primary dealership in the Money Market.

e.1) Associates Banks:

SBI has six associate banks namely

• State Bank of Indore

• State Bank of Travancore

• State Bank of Bikaner and Jaipur

• State Bank of Mysore

• State Bank of Patiala

• State Bank of Hyderabad

e.2) Non-Banking Subsidiaries/Joint Ventures

i) SBI Capital Markets Ltd, 

ii) SBI Mutual Funds, 

iii) SBI factor and commercial services Ltd, 

iv) SBI DFHI Ltd, 

v) SBI Cards and Payment Services Ltd,  

vi) SBI Life Insurance Company Ltd, 

vii) SBI Fund Management Pvt. Ltd, SBI 
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INTRODUCTION TO CREDIT CARD
INDUSTRY

History

Our society was once upon a time functioning without money; it is again likely to

become moneyless. While ancient society was confronted with the problems of

adjusting mutually satisfactory rates and basis of exchange, future society, with the

help of  computers,  electronics  and telecommunications,  credit  cards,  telephone

and other modern means of communications, would settle financial transactions

instantly. Money as a medium of exchange will serve its function. The difference

will be that in future coins, currency notes, cheques, etc., will be dispensed with in

favour of records. India has entered the stage of credit card system and credit cards

are  gaining  increasing  relevance  to  facilitate  industrial,  commercial  and

agricultural transactions.

Credit was first used in Assyria, Babylon and Egypt 3,000 years ago. The bill of

exchange – the forerunner of bank notes - was established in the 14th century.

Debts  settled  by  one-third  cash  and  two-thirds  bill  of  exchange  paper  money

followed only in the 17th century. The first advertisement for credit was placed in

1730 by Christopher Thornton who offered furniture that could be paid off weekly.

From the 18th century until the early part of the 20th, tallymen sold clothes in

return for small weekly payments; they were called “tallymen” because they kept

a record of tally of what people had brought on a wooden stick. One side of the

stick was marked with notches to represent the amount of debt and the other side

was a record of payments. In the 1920s shopper’s plate – “buy now, pay later”

system – was introduced in USA. It could only be used in shops which issued it.
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The credit card was the successor of a variety of merchant credit schemes. It was

first used in the 1920s, in the United States, specifically to sell fuel to a growing

number of  automobile owners. In 1938 several companies started to accept each

other's cards. The concept of paying merchants using a card was invented in 1950

by Ralph Schneider  and  Frank X.  McNamara in  order  to  consolidate  multiple

cards. The Diners Club, which was created partially through a merger with Dine

and Sign, produced the first "general purpose"  charge card, which is similar but

required the entire bill  to be paid with each statement;  it  was followed shortly

thereafter  by American Express  and Carte  Blanche.  Western  Union had begun

issuing charge cards to its frequent customers in 1914.

Bank of America created the BankAmericard in 1958, a product which eventually

evolved into the Visa system ("Chargex" also became Visa). MasterCard came to

being in 1966 when a group of credit-issuing banks established Master Charge.

The fractured nature of the US banking system meant that credit cards became an

effective  way for  those who were travelling around the country to move their

credit to places where they could not directly use their banking facilities. In 1966

Barclaycard in the UK launched the first credit card outside of the US.

There are now countless variations on the basic concept of revolving credit for

individuals  (as  issued  by  banks  and  honored  by  a  network  of  financial

institutions),  including  organization-branded  credit  cards,  corporate-user  credit

cards, store cards and so on.

In contrast, although having reached very high adoption levels in the US, Canada

and the UK, it  is important  to note that  many cultures were much more cash-

oriented in the latter half of the twentieth century, or had developed alternative
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forms of cash-less payments, like Carte bleue, or the EC-card (Germany, France,

Switzerland, among many others). In these places, the take-up of credit cards was

initially much slower. It took until the 1990s to reach anything like the percentage

market-penetration levels achieved in the US, Canada or UK. In many countries

acceptance still remains poor as the use of a credit card system depends on the

banking system being perceived as reliable.

In  contrast,  because  of  the  legislative  framework  surrounding  banking  system

overdrafts, some countries, France in particular, were much faster to develop and

adopt  chip-based  credit  cards  which  are  now  seen  as  major  anti-fraud  credit

devices.

The design of the credit  card itself has become a major selling point in recent

years. The value of the card to the issuer being related to the Customer's usage of

the card. This has led to the rise of Co-Brand and Affinity cards - where the cards

design is related to the "affinity" (a university, for example) leading to higher card

usage. In most cases a percentage of the value of the card is returned to the affinity

group.

Concept of credit card

Progress in civilization in its turn has brought out radical changes in the manner of

trading.  The  need  for  something  intrinsically  useful  and  easily  applicable  in

everyday dealing is clearly felt.  Cash in the form of currency notes and coins

makes up just one form of the payment system. Development in banking while

also giving inputs to the further development of cash brought about a second phase

in payment namely paper instructions such as cheques and credit transfers. The

requirement for greater flexibility and convenience has led to electronic payments,
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and this is where plastic cards have proved their worth. It allows the card issuers

to limit the sum of money the card-holders wish to spend. The spending of card-

holders who have defaulted on payments or who are over their credit limit can be

restricted until the balances are cleared.

Definition of credit card

A credit  card is a credit-token within the meaning of section 14(1), Consumer

Credit  Act  1974  of  the  UK  which  defines  a  credit-token  as  a  card,  cheque,

voucher, coupon, stamp,  form booklet  or  other  document  or  thing given to  an

individual by a person carrying on a consumer credit business, who undertakes:-

that on the production of it (whether or not some other action is also required), he

will supply, cash, goods and services (or any of them) on credit, or that were, on

the  production  of  it  to  third  party  (whether  or  not  any  other  action  is  also

required),  the  third  party  supplies  cash,  goods  and  services  (whether  or  not

deducting  any  discount  or  commission),  in  return  for  payment  to  him by  the

individual.

In very simple words credit  card can be termed as an unsecured personal loan

offered to customers by the banks where the card-holder could purchase goods and

services from authorized merchant or merchant establishments (MEs) of the bank

up to a fixed limit on credit. Such credit is normally made available for a period of

30 to 45 days. This is turn helps earn income by way of commission from its

merchant establishments; the scheme provided large scope for sale and increased

turnover with assured and prompt payment.

In 1951, the Franklin National Bank in New York issued the first modern credit

card. Unsolicited credit cards were sent to prospective card-holders who were not
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subject to credit screening prior to being sent a card. Merchants signed agreements

to accept the cards. When a purchase was made, the card-holder presented the card

to the merchant, who would copy the information on the merchant’s account at

Franklin  Bank  in  the  amount  of  the  transactions,  less  the  discount  rate.  If  a

purchase exceeded the merchant’s floor limit, the merchant was required to call

the  bank  for  approval.  Franklin  National  Bank’s Credit  Card  programme  was

copied by hundreds of other banks in the late 1950s and early 1960s.

The Bank of America issued Bank Americard in 1958 and eight years later, in

1966, the banks comprising the Western State Bank Card Association issued the

Master  Charge  Card.  Bank America  and Master  charge  card became the focal

points  for  the eventual  groupings of  all  bank cards throughout  the world.  The

VISA and the MASTER the largest credit cards today appeared in market in 1966.

These two international cards are very popular and are accepted and honored all

over the world in 170 countries. These two independent card companies led to

latest  innovations  in  the  credit  card business.  Now the credit  card  system has

become  universally  popular  throughout  the  world  including  the  Communist

countries. At the end of 1995 and 1980 a million cards were used in the world. The

total number of credit card users in India is currently in excess of 80 lakh and now

more than 30 banks are chasing customers with their cards.

A credit card allows consumers to purchase products or services without cash and

to pay for them at a later date. To qualify for this type of credit, the consumer must

open  an  account  with  a  bank  or  company, which  sponsors  a  card.  They  then

receive a line of credit with a specified dollar amount. They can use the card to

make purchases from participating merchants  until  they reach this credit  limit.

Every month the sponsor provides a bill, which tallies the card activity during the
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previous 30 days.  Depending on the terms of  the card,  the customer  may pay

interest charges on the amount that they do not pay for on a monthly basis. Also,

credit  cards  may  be  sponsored  by  large  retailers  (such  as  major  clothing  or

department stores) or by banks or corporations (like VISA or American Express).

Credits  cards  are  a  relatively  recent  development.  The  VISA  Company,  for

example,  traces  its  history back to 1958 when the Bank of America  began its

BankAmerica program. In the mid-1960s, the Bank of America began to license

banks in the United States the rights to issue its special BankAmericards. In 1977

the name Visa was adopted internationally to cover all these cards. VISA became

the first credit card to be recognized worldwide.

The banks and companies that sponsor credit cards profit in three ways. Primarily

they make money from the interest payments charged on the unpaid balance, but

they also can make money by charging an annual fee for the use of the card. The

income from this fee, which is typically only $50 or $75 per customer per year,

can be substantial considering that the larger companies have tens of millions of

customers. In addition, the sponsors make money by charging merchants a small

percentage of income for the service of the card. This arrangement is acceptable to

the merchants because they can let their customers pay by credit card instead of

requiring cash. The merchant makes arrangements to participate in a credit card

program with a merchant bank, which in turn works with a card-issuing bank. The

merchant bank determines what percentage of the total purchase value has to be

paid by the merchant to the card-issuing bank. The amount varies depending on

the volume and type of business, but in general it is between 1-2%. A percentage

of that amount is kept by the merchant bank as a transaction-processing fee. For

companies like American Express which sponsor cards, the processing fee may be
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significantly higher. Furthermore, sponsors may generate income by leasing credit

card  verification equipment  to  merchants  (especially  if  the  merchants  cannot

afford  to  purchase  the equipment  themselves.)  Finally, sponsors  may profit  by

charging service fees for late payments

CREDIT CARDS IN INDIA
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Credit card or the plastic money, as it is popularly referred to, was slow to enter

the Indian market because of the high sentimental  value that Indian consumers

attach to hard cash. Prevalence of small value transaction, credit shy culture and

inadequate banking habits of the population were other hindrances. 

Credit cards arrived in India about two decades ago. In the early stages its growth

was very slow in terms of number and value. Even the number of players was

limited and mainly foreign banks like HSBC, Citibank and Standard Chartered

Bank  dominated  the  market.  Indian  banks  did  not  show much  interest  in  the

product in the initial stages. This is evident from the fact that it took State Bank of

India (SBI), India’s largest bank, almost a decade to begin dealing in credit cards.

SBI, despite its widespread reach, has aggressively started promoting credit cards

only three years ago. 

However, in the recent past the scenario has changed dramatically. The number of

nationalized  and private  banks  issuing  credit  cards  has  increased  significantly.

Credit cards are now not only integral parts of the consumer’s life in metros, but

even  residents  of  smaller  cities  and  towns  have  taken  to  them.  This  can  be

attributed to the aggressive strategy of nationalized and private banks to promote

card products in smaller town and cities. These banks have far wider reach and

depth  in  smaller  cities  and  town  as  compared  to  foreign  banks.  They  have

capitalized on this advantage to play a major role in expanding the credit card base

in terms of number and usage in smaller cities and town. 

Transactions using plastic money involve the payment of a small fee to the issuing

bank  in  the  form of  an  application/joining  fee  and  an  annual  fee.  Consumers

collect a percentage-based commission in the form of reward points for card usage
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at shops/establishments.  The usage of credit  card is very simple and easy. The

consumers  do  not  have  to  carry  cash  and  can  use  the  card  to  pay  their

shopping/restaurant bills. All you are required to do is give your credit card at the

payment counter, the person handling the counter swipes the card into the system

to check the details of the card and you need to sign on the bill. The payment is

done electronically. With only a signature your payment is taken care of. Isn’t it

very simple? 

Yes  it  is,  but  everyone  isn’t  eligible  for  a  credit  card.  There  are  certain

requirements,  varying across  banks,  to  get  a  credit  card.  Typically  credit  card

companies (or issuing banks, as they are known) require the applicant to have a

minimum income level before he can apply for the card. Proof of income is given

by way of documents. These documents could be a copy of tax return filed; salary

slips if applicable, balance sheet and profit and loss account detail if you are self-

employed.  These  serve  as  the  starting  point  while  applying  for  a  card.  The

minimum  income  level  varies  from  bank  to  bank  and  fluctuates  between  Rs

60,000 - 150,000 per annum depending upon your risk profile and the type of card.

This requirement helps the issuing bank to assess whether or not you will be able

to repay the expenses incurred through your credit  card. In addition to income

eligibility, you need to be at least 21 years of age (maximum 65 years). 

There is no doubt that credit cards are very convenient, especially in case of daily

expenses. In addition you earn bonus points while you spend via the card. It is

because  of  these  reasons  that  in  the  recent  past  card  usage  has  increased

dramatically. In fact, plastic currency has almost wiped off hard currency from the

US, resulting in far less expenditure associated with cash transactions. 
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Currently, four  major  bishops  are  ruling  the  card  empire  -  Citibank,  Standard

Chartered Bank,  HSBC and State Bank of India (SBI).  The industry, which is

catering to over 3.8 million1 card users, is expected to double by the fiscal 2003.

According to a study conducted by State Bank of India, Citibank is the dominant

player, having issued 1.5 million cards so far. Standard Chartered Bank follows

way behind with 0.67 million, while Hongkong Bank has 0.3 million credit card

customers.  Among  the  nationalized  banks,  SBI  tops  the  list  with  0.28 million

cards, followed by Bank of Baroda at 0.22 million.

The credit card market in India, which started out in 1981, is on the verge of an

unprecedented boom. Between 1987 and 2000, the market has virtually grown to

over 3.8 million cards with almost 25-30 per cent growth in new card-holders.

India is generating more credit card spenders than spending places. While card-

base and appends are growing at a spiffy 25-30 per cent2 annually, the number of

merchant establishments which accept cards is growing selectively sluggish. The

figure was put at 75,000–80,000 a couple of years ago, and now stands at 100,000

on both the Visa and MasterCard loops. As opposed to that, there are 2.5 million

card-holders and 3.3 million cards (some, obviously, have more than one) and the

numbers are growing very strongly.

The seven million Indian credit card industry has been growing over 25 per cent3

annually and has now more than 30 banks chasing customers with their cards.

Still, credit cards in India have made business sense only to a few.
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“The annual growth rate is good, but it is only 20 per cent of the card base, that is

generating revenue,” says Roopan Asthana, manager, Card Products Division of

HSBC. Nearly 45-50 per cent  of the card-holders are estimated to be inactive,

while another 30 per cent use the card as a charge card without using the revolving

facility cards are expected to account for 33 per cent of all purchases by 2000 and

43 per cent by 2005.

The credit card embodies two essential aspects of the basic banking function - the

transmission of payments and the granting of credit. Therefore, in its true sense, a

‘credit’ card must offer the opinion of revolving credit. This is very akin to the

overdraft facility offered by banks to their account holders. A credit card holder

does not necessarily have to settle his entire account at the end of the month for he

has the option to make partial payment in subsequent months. In fact, when the

card-holder makes the full payment at the end of the month he is said to be using

his credit card as a ‘charge card’. Incidentally, the interest paid by the card-holder

on the ‘credit’ utilized by him is what makes the business of credit cards profitable

from the point of view of the bank issuing the card.

Indians are still not sure of the plastic money. Credit cards spend as a proportion

of the total expenditure by Indians is one of the lowest in the world. While Indians

swiped  plastic  money  worth  $6  billion  in  2006,  credit  card  users  in  Korea

cumulatively spent $136 billion.

Indians  spend  just  1% of  their  total  purchases  through  credit  cards  while  the

Koreans make one-fifth of their total purchases through credit cards. The world

average hovers around 9%.
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“The very low levels of penetration in India offer immense potential for credit

card companies. Also, there are fewer credit card companies than those in other

parts of the world. The high growth in spending is attracting a lot of entrants into

the  segment.  What  is  drawing  a  large  number  of  companies  and  financial

institutions including Life Insurance Corporation of India (LIC) to India is the

61% year-on-year growth being witnessed in retail spending, the highest in the

world.

Interestingly, even among the rich, credit card ownership in India is the lowest in

the world. While 90% of the affluent  in Hong Kong have credit  cards and the

corresponding figure for Sydney stands at 87%, in India, only 28% of the affluent

have credit card.

Manila,  Jakarta,  Taipei  ,  Hong  Kong  have  48-76% of  the  affluent  population

owning credit  cards,  according to Visa research in Asia.  Seoul has 84% of its

affluent population owning a credit card. Korea, however, has a history of defaults

on credit cards where the government had to bail out the credit card companies.

Sources in the industry say with such low penetration levels there are at least half

a dozen companies that are looking to roll out credit card operations in India. AIG,

Barclays, and LIC are some of the companies eager to enter the Indian market.

Punjab National Bank (PNB) is also learnt to be in negotiations to launch another

credit card.

Credit  Card  Operations  of  banks-  Guidelines  Dated  21st
Nov 2005
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Pursuant to the announcement made in the Annual Policy Statement 2004-05, the

Reserve  Bank  of  India  had  constituted  a  Working  Group  on  Regulatory

Mechanism  for  Cards.  The  Group  has  suggested  various  regulatory  measures

aimed at encouraging growth of credit cards in a safe, secure and efficient manner

as well as to ensure that the rules, regulations, standards and practices of the card

issuing banks are in alignment with the best customer practices. The following

guidelines  on credit  card  operations  of  banks  have  been  framed  based  on the

recommendations of the Group as also the feedback received from the members of

the  public,  card  issuing  banks  and  others.  All  the  credit  card  issuing  banks  /

NBFCs should implement these guidelines immediately. 

Each bank / NBFC must have a well documented policy and a Fair Practices Code

for credit card operations. In March 2005, the IBA released a Fair Practices Code

for credit card operations which could be adopted by banks / NBFCs. The bank /

NBFC's  Fair  Practice  Code  should,  at  a  minimum,  incorporate  the  relevant

guidelines contained in this circular. Banks / NBFCs should widely disseminate

the contents thereof including through their websites, at the latest by November

30, 2005.

Guidelines for Implementation

Issue of cards
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a. Banks / NBFCs should independently assess the credit risk while issuing cards to

persons, especially to students and others with no independent financial means.

Add-on cards i.e. those that are subsidiary to the principal card, may be issued

with  the  clear  understanding  that  the  liability  will  be  that  of  the  principal

cardholder. 

b. As  holding  several  credit  cards  enhances  the  total  credit  available  to  any

consumer, banks / NBFCs should assess the credit limit for a credit card customer

having regard to the limits enjoyed by the cardholder from other banks on the

basis of self declaration/ credit information. 

c. The card issuing banks / NBFCs would be solely responsible for fulfilment of all

KYC requirements, even where DSAs / DMAs or other agents solicit business on

their behalf. 

d. While issuing cards, the terms and conditions for issue and usage of a credit card

should be mentioned in clear and simple language (preferably in English, Hindi

and  the  local  language)  comprehensible  to  a  card  user.  The  Most  Important

Terms and Conditions (MITCs) termed as standard set of conditions, as given in

the  Appendix,  should  be  highlighted  and  advertised/  sent  separately  to  the

prospective customer/ customers at all  the stages i.e.  during marketing,  at the

time  of  application,  at  the  acceptance  stage  (welcome  kit)  and  in  important

subsequent communications.

Interest rates and other charges 
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a. Card  issuers  should  ensure  that  there  is  no  delay  in  dispatching  bills  and the

customer  has  sufficient  number  of  days  (at  least  one  fortnight)  for  making

payment before the interest starts getting charged.

b. Card issuers  should quote annualized percentage rates (APR) on card products

(separately for retail purchase and for cash advance, if different). The method of

calculation  of  APR  should  be  given  with  a  couple  of  examples  for  better

comprehension. The APR charged and the annual fee should be shown with equal

prominence.  The late  payment  charges,  including the method of calculation of

such  charges  and  the  number  of  days,  should  be  prominently  indicated.  The

manner in which the outstanding unpaid amount will be included for calculation of

interest  should  also  be  specifically  shown  with  prominence  in  all  monthly

statements. Even where the minimum amount indicated to keep the card valid has

been paid, it should be indicated in bold letters that the interest will be charged on

the amount due after the due date of payment. These aspects may be shown in the

Welcome Kit in addition to being shown in the monthly statement. 

c. The bank / NBFC should not levy any charge that was not explicitly indicated to

the credit card holder at the time of issue of the card and getting his / her consent.

However, this would not be applicable to charges like service taxes, etc. which

may subsequently be levied by the Government or any other statutory authority.

d. The terms and conditions for payment of credit card dues, including the minimum

payment  due,  should  be  stipulated  so  as  to  ensure  that  there  is  no  negative

amortization. 
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e. Changes in charges (other than interest) may be made only with prospective effect

giving notice of at least one month. If a credit card holder desires to surrender his

credit card on account of any change in credit card charges to his disadvantage, he

may be permitted to do so without the bank levying any extra charge for such

closure.

Wrongful billing   

a. The card issuing bank / NBFC should ensure that wrong bills are not raised and

issued to customers. In case, a customer protests any bill, the bank / NBFC should

provide  explanation  and,  if  necessary,  documentary  evidence  to  the  customer

within  a  maximum period  of  sixty  days  with  a  spirit  to  amicably  redress  the

grievances.

b. To obviate frequent complaints of delayed billing, the credit card issuing bank /

NBFC  may  consider  providing  bills  and  statements  of  accounts  online,  with

suitable security built therefore. 

Use of DSAs / DMAs and other agents   

a. When banks / NBFCs outsource the various credit card operations, they have to be

extremely  careful  that  the  appointments  of  such  service  providers  do  not

compromise  with  the  quality  of  the  customer  service  and  the  bank  /  NBFC’s

ability  to  manage  credit,  liquidity  and  operational  risks.  In  the  choice  of  the

service  provider, the  bank /  NBFCs have to  be  guided by the need to  ensure

confidentiality of the customer’s records, respect customer privacy, and adhere to

fair practices in debt collection.
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b. The Code of Conduct for Direct Sales Agents (DSAs) formulated by the Indian

Banks’ Association (IBA) could be used by banks / NBFCs in formulating their

own  codes  for  the  purpose.  The  bank  /  NBFC  should  ensure  that  the  DSAs

engaged by them for marketing their credit card products scrupulously adhere to

the bank / NBFC’s own Code of Conduct for credit card operations which should

be displayed on the bank / NBFC’s website and be available easily to any credit

card holder. 

c. The bank / NBFC should have a system of random checks and mystery shopping

to  ensure  that  their  agents  have  been  properly  briefed  and  trained in  order  to

handle  with  care  and  caution  their  responsibilities,  particularly  in  the  aspects

included in these guidelines like soliciting customers, hours for calling, privacy of

customer information, conveying the correct terms and conditions of the product

on offer, etc. 

Redressal of Grievances   

a. Generally, a  time  limit  of  sixty  (60)  days  may  be  given to  the  customers  for

preferring their complaints grievances.

b.  The card issuing bank / NBFC should constitute Grievance Redressal machinery

within the bank / NBFC and give wide publicity about it through electronic and

print  media.  The  name  and  contact  number  of  designated  grievance  redressal

officer  of  the bank /  NBFC should be mentioned on the credit  card bills.  The
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designated officer should ensure that genuine grievances of credit card subscribers

are redressed promptly without involving delay.

c. The grievance redressal procedure of the bank / NBFC and the time frame fixed

for responding to the complaints should be placed on the bank / NBFC's website.

The name, designation, address and contact number of important  executives as

well as the Grievance Redressal Officer of the bank / NBFC may be displayed on

the website. There should be a system of acknowledging customers' complaints for

follow up, such as complaint number / docket number, even if the complaints are

received on phone.

d.  If a complainant does not get satisfactory response from the bank / NBFC within

a maximum period of thirty (30) days from the date of his lodging the complaint,

he  will  have  the  option  to  approach  the  Office  of  the  concerned  Banking

Ombudsman for redressal of his grievance/s. The bank / NBFC shall be liable to

compensate the complainant for the loss of his time, expenses, financial loss as

well as for the harassment and mental anguish suffered by him for the fault of the

bank and where the grievance has not been redressed in time.

 Internal control and monitoring systems

      With a view to ensuring that the quality of customer service is ensured on an on-

going basis in banks / NBFCs, the Standing Committee on Customer Service in

each bank /  NBFC may review on a  monthly  basis  the credit  card operations

including reports of defaulters to the CIBIL, credit card related complaints and

take measures to improve the services and ensure the orderly growth in the credit

card operations. Banks / NBFCs should put up detailed quarterly analysis of credit
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card related complaints to their Top Management. Card issuing banks should have

in place a suitable monitoring mechanism to randomly check the genuineness of

merchant transactions.

Right to impose penalty   

      The Reserve Bank of India reserves the right to impose any penalty on a bank /

NBFC under the provisions of the Banking Regulation Act, 1949 for violation of

any of these guidelines.

How credit cards work

An example of the front of a typical credit card: 

1. Issuing bank logo 

2. EMV chip 

3. Hologram 

4. Card number 

5. Card brand logo 

6. Expiry Date 

7. Cardholder's name 
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An example of the reverse side of a typical credit card: 

1. Magnetic Stripe 

2. Signature Strip 

3. Card Security Code 

A user is issued credit after an account has been approved by the credit provider,

and is given a credit card, with which the user will be able to make purchases from

merchants accepting that credit card up to a pre-established  credit limit. Often a

general  bank issues the credit, but sometimes a captive bank created to issue a

particular brand of credit card, such as  Chase,  Wells Fargo or  Bank of America

issues the credit.

When a purchase is made, the credit card user agrees to pay the card issuer. The

cardholder indicates their consent to pay, by signing a receipt with a record of the

card  details  and  indicating  the  amount  to  be  paid  or  by  entering  a  Personal

identification  number (PIN).  Also,  many  merchants  now  accept  verbal

authorizations via telephone and electronic authorization using the Internet, known

as a Card not present (CNP) transaction.

Electronic verification systems allow merchants to verify that the card is valid and

the  credit  card  customer  has  sufficient  credit  to  cover  the  purchase  in  a  few

seconds, allowing the verification to happen at time of purchase. The verification

is performed using a credit card payment terminal or Point of Sale (POS) system

with a communications link to the merchant's acquiring bank. Data from the card

is obtained from a magnetic stripe or chip on the card; the latter system is in the

United Kingdom commonly known as  Chip and PIN, but is more technically an

EMV card.
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Other  variations  of  verification  systems  are  used  by  ecommerce merchants  to

determine if the user's account is valid and able to accept the charge. These will

typically  involve  the  cardholder  providing  additional  information,  such  as  the

security code printed on the back of the card, or the address of the cardholder.

Each  month,  the  credit  card  user  is  sent  a  statement  indicating  the  purchases

undertaken with the card, any outstanding fees, and the total amount owed. After

receiving the statement, the cardholder may dispute any charges that he or she

thinks are incorrect (see Fair Credit Billing Act for details of the US regulations).

Otherwise, the cardholder must pay a defined minimum proportion of the bill by a

due date, or may choose to pay a higher amount up to the entire amount owed. The

credit provider charges  interest on the amount owed (typically at a much higher

rate than most other forms of debt). Some financial institutions can arrange for

automatic payments to be deducted from the user's bank accounts.

Credit card issuers usually waive interest charges if the balance is paid in full each

month,  but  typically  will  charge  full  interest  on the entire  outstanding balance

from the date of each purchase if the total balance is not paid.

For example, if a user had a $1,000 outstanding balance and pays it in full, there

would  be  no  interest  charged.  If,  however,  even  $1.00  of  the  total  balance

remained  unpaid,  interest  would  be  charged  on  the  $1,000  from  the  date  of

purchase until the payment is received. The precise manner in which interest is

charged is usually detailed in a cardholder agreement which may be summarized

on  the  back  of  the  monthly  statement.  The  general  calculation  formula  most

financial  institutions  use  to  determine  the  amount  of  interest  to  be  charged  is

APR/100 x ADB/365 x number of days revolved. Take the Annual percentage rate

(APR) and divide by 100 then multiply to the amount of the average daily balance
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divided by 365 and then take this total and multiply by the total number of days

the amount revolved before payment was made on the account.

 Financial institutions refer to interest charged back to the original time of the

transaction and up to the time a payment was made, if not in full, as RRFC or

residual retail finance charge. Thus after an amount has revolved and a payment

has been made that the user of the card will still receive interest charges on their

statement after paying the next statement in full (in fact the statement may only

have a charge for  interest  that  collected up until  the date the full  balance was

paid...i.e. when the balance stopped revolving). 

The credit card may simply serve as a form of revolving credit, or it may become a

complicated  financial  instrument  with  multiple  balance  segments  each  at  a

different interest rate, possibly with a single umbrella credit limit, or with separate

credit  limits  applicable  to  the  various  balance  segments.  Usually  this

compartmentalization  is  the  result  of  special  incentive  offers  from the  issuing

bank,  either  to  encourage  balance  transfers from cards  of  other  issuers,  or  to

encourage more spending on the part of the customer. In the event that several

interest rates apply to various balance segments, payment allocation is generally at

the discretion of the issuing bank, and payments will therefore usually be allocated

towards  the  lowest  rate  balances  until  paid  in  full  before  any  money  is  paid

towards higher rate balances. 

Interest rates can vary considerably from card to card, and the interest rate on a

particular card may jump dramatically if the card user is late with a payment on

that card or any other credit instrument, or even if the issuing bank decides to raise

its revenue. As the rates and terms vary, services have been set up allowing users
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to calculate savings available by switching cards, which can be considerable if

there is a large outstanding balance (see external links for some on-line services.

Because of intense competition in the credit card industry, credit providers often

offer  incentives  such  as  frequent  flier points,  gift  certificates,  or  cash  back

(typically up to 1 percent based on total purchases) to try to attract customers to

their program.

Low interest credit cards or even 0% interest credit cards are available. The only

downside to consumers is that the period of low interest credit cards is limited to a

fixed term, usually between 6 and 12 months after which a higher rate is charged.

However, services are available which alert  credit card holders when their low

interest period is due to expire. Most such services charge a monthly or annual fee.

Grace period

A credit card's grace period is the time the customer has to pay the balance before

interest is charged to the balance. Grace periods vary, but usually range from 20 to

30 days depending on the type of credit card and the issuing bank. Some policies

allow for reinstatement after certain conditions are met. Usually, if a customer is

late paying the balance, finance charges will be calculated and the grace period

does  not  apply.  Finance  charge(s)  incurred  depends  on  the  grace  period  and

balance, with most credit cards there is no grace period if there's any outstanding

balance from the previous billing cycle or statement (i.e. interest is applied on both

the previous balance and new transactions). However, there are some credit cards

that will only apply finance charge on the previous or old balance, excluding new

transactions.

The merchant's side
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An example of street markets accepting credit cards

For merchants, a credit card transaction is often more secure than other forms of

payment, such as checks, because the issuing bank commits to pay the merchant

the  moment  the  transaction  is  authorized,  regardless  of  whether  the  consumer

defaults on their credit card payment (except for legitimate disputes, which are

discussed below, and can result in charge backs to the merchant). In most cases,

cards  are  even  more  secure  than  cash,  because  they  discourage  theft  by  the

merchant's employees.

For each purchase, the bank charges a commission (discount fee), to the merchant

for this service and there may be a certain delay before the agreed payment is

received by the merchant. The commission is often a percentage of the transaction

amount, plus a fixed fee. In addition, a merchant may be penalized or have their

ability to receive payment using that credit card restricted if there are too many

cancellations or reversals of charges as a result of disputes. Some small merchants

require credit purchases to have a minimum amount (usually between $5 and $10)

to compensate for the transaction costs, though this is not always allowed by the

credit card consortium.

In some countries, like the Nordic countries, banks guarantee payment on stolen

cards only if  an  ID card is  checked and the ID card number/civic  registration

number  is  written  down  on  the  receipt  together  with  the  signature.  In  these
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countries merchants therefore usually ask for ID. Non-Nordic citizens, who are

unlikely to possess a Nordic ID card or driving license, will instead have to show

their  passport,  and  the  passport  number  will  be  written  down  on  the  receipt,

sometimes together with other information. Some shops use the card's PIN code

for identification, and in that case showing an ID card is not necessary.

Parties involved

 Cardholder: The owner of the card used to make a purchase; the consumer. 

 Card-issuing bank: The financial institution or other organization that issued the

credit  card to the cardholder. This  bank bills  the consumer  for  repayment  and

bears the risk that the card is used fraudulently. American Express and Discover

were previously the only card-issuing banks for their respective brands, but as of

2007, this is no longer the case. 

 Merchant:  The  individual  or  business  accepting  credit  card  payments  for

products or services sold to the cardholder 

 Acquiring bank: The financial institution accepting payment for the products or

services on behalf of the merchant. 

 Independent sales organization: Resellers (to merchants) of the services of the

acquiring bank. 

 Merchant  account  provider:  This  could  refer  to  the  acquiring  bank  or  the

independent sales organization, but in general is the organization that the merchant

deals with. 
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 Credit  Card  association:  An  association  of  card-issuing  banks  such  as  Visa,

MasterCard,  Discover,  American  Express,  etc.  that  set  transaction  terms  for

merchants, card-issuing banks, and acquiring banks. 

 Transaction network: The system that implements the mechanics of the electronic

transactions. May be operated by an independent company, and one company may

operate  multiple  networks.  Transaction  processing  networks  include:  Cardnet,

Nabanco, Omaha, Paymentech, NDC Atlanta, Nova, Vital, Concord EFSnet, and

VisaNet.

 

 Affinity partner: Some institutions lend their name to an issuer to attract customers

that  have  a  strong  relationship  with  that  institution,  and  get  paid  a  fee  or  a

percentage of  the balance for  each card issued using their  name.  Examples  of

typical affinity partners are sports teams, universities and charities. 

The flow of information and money between these parties — always through the

card associations — is known as the interchange, and it consists of a few steps.

Transaction steps

Authorization: In the event of a chargeback (when there's an error in processing the transaction

or the cardholder disputes the transaction), the issuer returns the transaction to the acquirer for

resolution. The acquirer then forwards the chargeback to the merchant, who must either accept

the chargeback or contest it. 

Secured credit cards

A secured credit card is a type of credit card secured by a deposit account owned

by the cardholder. Typically, the cardholder must deposit between 100% and 200%
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of the total amount of credit desired. Thus if the cardholder puts down $1000, he

or she will be given credit in the range of $500–$1000. In some cases, credit card

issuers will offer incentives even on their secured card portfolios. In these cases,

the deposit required may be significantly less than the required credit limit, and

can be as low as 10% of the desired credit limit. This deposit is held in a special

savings  account.  Credit  card  issuers  offer  this  as  they  have  noticed  that

delinquencies  were  notably  reduced  when  the  customer  perceives  he  has

something to lose if he doesn't repay his balance.

The cardholder of a secured credit card is still expected to make regular payments,

as he or she would with a regular credit card, but should he or she default on a

payment, the card issuer has the option of recovering the cost of the purchases

paid to the merchants out of the deposit. The advantage of the secured card for an

individual  with  negative  or  no  credit  history  is  that  most  companies  report

regularly to the major credit bureaus. This allows for rebuilding of positive credit

history.

Although the deposit is in the hands of the credit card issuer as security in the

event  of  default  by  the  consumer,  the  deposit  will  not  be  debited  simply  for

missing one or two payments. Usually the deposit is only used as an offset when

the  account  is  closed,  either  at  the  request  of  the  customer  or  due  to  severe

delinquency (150 to 180 days). This means that an account which is less than 150

days delinquent will continue to accrue interest and fees,  and could result  in a

balance which is much higher than the actual credit limit on the card. In these

cases the total debt may far exceed the original deposit and the cardholder not only

forfeits their deposit but is left with an additional debt.

42

http://www.answers.com/topic/savings-account-1


Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

Most of these conditions are usually described in a cardholder agreement which

the cardholder signs when their account is opened.

Secured credit cards are an option to allow a person with a poor credit history or

no credit history to have a credit card which might not otherwise be available.

They are often offered as a means of rebuilding one's credit. Secured credit cards

are available  with both  Visa and  MasterCard logos on them.  Fees and service

charges  for  secured credit  cards  often  exceed those  charged  for  ordinary  non-

secured credit cards, however, for people in certain situations, (for example, after

charging off on other credit cards, or people with a long history of delinquency on

various forms of debt), secured cards can often be less expensive in total cost than

unsecured credit cards, even including the security deposit.

Sometimes a credit card will be secured by the equity in the borrower's home. This

is called a home equity line of credit (HELOC).

Prepaid credit cards

A prepaid credit card is not really a credit card, as no credit is offered by the card

issuer: the card-holder spends money which has been "stored" via a prior deposit

by the card-holder or someone else, such as a parent or employer. However, it

carries a credit-card brand (Visa or MasterCard) and can be used in similar ways.

As more consumers require a suitable solution to rebuilding credit, recent changes

have allowed some credit card companies to offer pre-paid credit cards to help

rebuild credit. They are hard to find and have higher APR fees and higher interest

costs.

After purchasing the card, the cardholder loads it with any amount of money and

then uses the card to spend the money. Prepaid cards can be issued to minors since

43

http://www.answers.com/topic/heloc
http://www.answers.com/topic/home-equity
http://www.answers.com/topic/logo
http://www.answers.com/topic/mastercard-1
http://www.answers.com/topic/visa-company
http://www.answers.com/topic/credit-report


Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

there  is  no  

credit line involved. 

The main advantage over secured credit cards is that you are not required to come

up with $500 or more to open an account. Also most secured credit cards still

charge  you interest  even though you are  not  actually  "borrowing" any money.

With  prepaid  credit  cards  you  are  not  charged  any  interest  but  you  are  often

charged monthly fees after an arbitrary time period. Many other fees also usually

apply to a prepaid card. 

Prepaid credit cards are often marketed to teenagers for shopping online without

having their parents complete the transaction.

Because of the many fees that apply to obtaining and using credit-card-branded

prepaid cards, the  Financial Consumer Agency of Canada describes them as "an

expensive way to spend your own money". The agency publishes a booklet, "Pre-

paid  cards",  which  explains  the  advantages  and  disadvantages  of  this  type  of

prepaid card.

Features

As well as convenient, accessible credit, credit cards offer consumers an easy way

to track  expenses, which is necessary for both monitoring personal expenditures

and  the  tracking  of  work-related  expenses  for  taxation and  reimbursement

purposes.  Credit  cards  are  accepted  worldwide,  and are  available  with  a  large

variety of credit limits, repayment arrangement, and other perks (such as rewards

schemes in  which  points  earned  by  purchasing  goods  with  the  card  can  be

redeemed for further goods and services or credit card cashback).
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Some countries, such as the United States, the United Kingdom, and France, limit

the amount for which a consumer can be held liable due to fraudulent transactions

as a result of a consumer's credit card being lost or stolen.

Security

A smart card, combining credit card and  debit card properties. The 3 by 5 mm

security  chip  embedded  in  the  card  is  shown  enlarged  in  the  inset.  The  gold

contact pads on the card enable electronic access to the chip.

The low security of the credit  card system presents  countless opportunities for

fraud.  This  opportunity  has  created  a  huge black  market  in  stolen  credit  card

numbers, which are generally used quickly before the cards are reported stolen.

The goal of the credit card companies is not to eliminate fraud, but to "reduce it to

manageable levels", such that the total cost of both fraud and fraud prevention is

minimized.  This implies that high-cost low-return fraud prevention measures will

not be used if their cost exceeds the potential gains from fraud reduction.

Most internet fraud is done through the use of stolen credit card information which

is obtained in many ways, the simplest being copying information from retailers,

either  online or  offline. Despite efforts to improve security for remote purchases

using  credit  cards,  systems  with  security  holes  are  usually  the  result  of  poor

implementations of card acquisition by merchants.  For example,  a website that

uses  SSL to encrypt card numbers from a client may simply email the number
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from the web server to someone who manually processes the card details at a card

terminal. 

Naturally, anywhere card details become human-readable before being processed

at  the  acquiring  bank,  a  security  risk  is  created.  However,  many  banks  offer

systems such as  Clear  Commerce,  where encrypted card details  captured on a

merchant's web server can be sent directly to the payment processor.

Controlled Payment Numbers are another option for protecting one's credit card

number: they are "alias" numbers linked to one's actual card number, generated as

needed, valid for a relatively short time, with a very low limit, and typically only

valid with a single merchant.

The  Federal  Bureau  of  Investigation and  U.S.  Postal  Inspection  Service are

responsible  for  prosecuting  criminals  who  engage  in  credit  card  fraud in  the

United  States,  but  they  do  not  have  the  resources  to  pursue  all  criminals.  In

general, federal officials only prosecute cases exceeding US $5000 in value. Three

improvements to card security have been introduced to the more common credit

card networks but none has proven to help reduce credit card fraud so far. First,

the on-line verification system used by merchants is being enhanced to require a 4

digit Personal Identification Number (PIN) known only to the card holder. Second,

the  cards  themselves  are  being  replaced  with  similar-looking  tamper-resistant

smart cards which are intended to make  forgery more difficult. The majority of

smartcard  (IC  card)  based  credit  cards  comply  with  the  EMV (Europay

MasterCard Visa) standard. Third, an additional 3 or 4 digit code is now present on

the back of most cards, for use in "card not present" transactions. See CVV2 for

more information.
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The way credit card owners pay off their balances has a tremendous effect on their

credit  history.  All  the  information  is  collected  by  credit  bureaus.  The  credit

information  stays  on  the  credit  report,  depending  on  the  jurisdiction  and  the

situation, for 1, 2, 5, 7 or even 10 years after the debt is repaid.

Profits and losses

In recent times, credit card portfolios have been very profitable for banks, largely

due to the  booming economy of the late nineties. However, in the case of credit

cards, such high returns go hand in hand with risk, since the business is essentially

one  of  making  unsecured  (uncollateralized)  loans,  and  thus  dependent  on

borrowers not to default in large numbers.

Costs

Credit card issuers (banks) have several types of costs:

Interest expenses

Banks generally  borrow the money they then lend to their  customers.  As they

receive very low-interest  loans from other firms,  they may borrow as much as

their customers require, while lending their capital to other borrowers at higher

rates. If the card issuer charges 15% on money lent to users, and it costs 5% to

borrow the money to lend, and the balance sits with the cardholder for a year, the

issuer earns 10% on the loan. This 5% difference is the "interest expense" and the

10% is the "net interest margin".

Operating costs
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This is the  cost of running the credit  card portfolio, including everything from

paying the executives who run the company to printing the plastics, to mailing the

statements, to running the computers that keep track of every cardholder's balance,

to  taking  the  many  phone  calls  which  cardholders  place  to  their  issuer,  to

protecting the customers from fraud rings.  Depending on the issuer, marketing

programs are also a significant portion of expenses.

Charge offs

When a consumer becomes severely delinquent on a debt (often at the point of six

months without payment), the creditor may declare the debt to be a charge-off. It

will  then be  listed  as  such  on the  debtor's  credit  bureau reports  (Equifax,  for

instance, lists "R9" in the "status" column to denote a charge-off.) It is one of the

worst possible items to have on your file. The item will include relevant dates, and

the amount of the bad debt. 

A charge-off is considered to be "written off as uncollectible." To banks, bad debts

and even fraud are simply part of the cost of doing business.

However, the debt is still legally valid, and the creditor can attempt to collect the

full amount. This includes contacts from internal collections staff, or more likely,

an  outside  collection  agency.  If  the  amount  is  large  (generally  over  $1500  -

$2000), there is the possibility of a lawsuit or arbitration.

In the US, as the charge off number climbs or becomes erratic, officials from the

Federal Reserve take a close look at the finances of the bank and may impose

various operating strictures on the bank, and in the most extreme cases, may close

the bank entirely.

Rewards

Qantas Frequent Flyer co-branded credit cards
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Many credit  card customers receive rewards,  such as frequent flier  points,  gift

certificates, or cash back as an incentive to use the card. Rewards are generally

tied to purchasing an item or service on the card, which may or may not include

balance transfers, cash advances, or other special uses. Depending on the type of

card, rewards will generally cost the issuer between 0.25% and 2.0% of the spend.

Networks like Visa or MasterCard have increased their fees to allow issuers to

fund their rewards system. However, most rewards points are accrued as a liability

on a company's balance sheet and expensed at the time of reward redemption. As a

result,  some  issuers  discourage  redemption  by  forcing  the  cardholder  to  call

customer service for rewards. 

On their servicing website, redeeming awards is usually a feature that is very well

hidden by the issuers. Others encourage redemption for lower cost merchandise;

instead of an airline ticket, which is very expensive to an issuer, the cardholder

may be encouraged to redeem for a gift certificate instead. With a fractured and

competitive environment, rewards points cut dramatically into an issuer's bottom

line,  and  rewards  points  and  related  incentives  must  be  carefully  managed  to

ensure a profitable portfolio. There is a case to be made that rewards not redeemed

should follow the same path as gift cards that are not used: in certain states the gift

card breakage goes to the state's treasury. The same could happen to the value of

points or cash not redeemed.

Fraud

Where a card is stolen, or an unauthorized duplicate made, most card issuers will

refund some or all of the charges that the customer has received for things they did

not buy. These refunds will, in some cases, be at the expense of the merchant,

especially in mail order cases where the merchant cannot claim sight of the card.
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In several countries, merchants will lose the money if no ID card was asked for,

therefore merchants usually require ID card in these countries.

The cost of fraud is high; in the UK in 2004 it was over £500 million. Credit card

companies  generally  guarantee  the  merchant  will  be  paid  on  legitimate

transactions regardless of whether the consumer pays their credit card bill.

"Soft fraud" is fraud committed by the customer himself: getting a card and using

it  with  no  intention  ever  to  repay  the  balance.  Such  customers  are  called

"diabolicals" by the credit card companies that try to avoid them at all cost.

Security

An additional feature to secure the credit card transaction and prohibit the use of a

lost  credit  card  is  the  MobiClear  solution.  Each  transaction  is  authenticated

through a  call  to  the  user  mobile  phone.  The  transaction  is  released  once  the

transaction has been confirmed by the cardholder pushing his/her pin code during

the call.

Revenues

Offsetting costs are the following revenues:

Interchange fees

Interchange  fees are  charged  by  the  merchant's  acquirer  to  a  card-accepting

merchant as component of the so-called merchant discount rate (also referred to as

"merchant  service  fee").  The  merchant  pays  a  merchant  discount  fee  that  is

typically 2 to 3 percent (this is negotiated, but will vary not only from merchant to
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merchant,  but  also  from card  to  card,  with  business  cards  and  rewards  cards

generally costing the merchants more to process), which is why some merchants

prefer  cash,  debit  cards,  or  even  cheques.  The  majority  of  this  fee,  called the

interchange fee,  goes  to  the issuing bank,  but  parts  of  it  go to  the  processing

network, the card association (American Express, Visa, MasterCard, etc.), and the

merchant's acquirer. With a corporate card, the interchange is also often shared by

the 

Company in whose name the card is issued as an incentive to use that issuer's card

instead of someone else's.

The interchange fee that applies to a particular merchant is a function of many

variables  including  the  type  of  merchant,  the  merchant's  average  transaction

amount, whether the cards are physically present, if the card's magnetic stripe is

read or if the transaction is hand-keyed or entered on a website, the specific type

of  card,  when  the  transaction  is  settled,  the  authorized  and settled  transaction

amounts,  etc.  For  a  typical  credit  card  issuer,  interchange  fee  revenues  may

represent about fifteen percent of total revenues, but this will vary greatly with the

type  of  customers  represented  in  their  portfolio.  Customers  who  carry  high

balances  may  generate  low interchange  revenue  due  to  credit  line  limitations,

while customers who use their cards for business and spend hundreds of thousands

of dollars a year on their cards while paying off balances every month will have

very healthy interchange revenues.

Industry jargon for customer categories

Customers who do not pay in full the amount owed on their monthly statement

(the "balance") by the due date (that is, at the end of the "grace period") and are
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not in a promotional  period owe interest  ("finance charges")  are known in the

industry as "revolvers." Those who pay in full (pay the entire balance) are known

in the industry as "transactors," or "convenience users". Those that shift usage of

their credit cards or transfer balances frequently are known in the industry as "rate

surfers", "rate tarts" or "gamers."

Interest on outstanding balances

Interest  charges  vary  widely  from card  issuer  to  card  issuer.  Often,  there  are

"teaser" rates in effect for initial periods of time (as low as zero percent for, say,

six months), whereas regular rates can be as high as 40 percent. In the U.S. there's

no federal  limit  on the interest  or  late  fees  credit  card issuers  can charge;  the

interest rates are set by the states, with some states, like South Dakota, having no

ceiling on interest rates and fees, inviting some banks to establish their credit card

operations there.  Other states,  like Delaware,  have very weak  usury laws.  The

teaser rate no longer applies if the customer doesn't pay his bills on time, and is

replaced by a penalty interest rate (for example, 24.99%) that applies retroactively.

So customers should be wary of these offers that usually contain some traps. Cash

withdrawals will never carry the teaser rate, for example.

Note that for some banks, even if you had paid it off an outstanding balance along

with interest fees, for the next two months, they will also charge you interest rates

for anything you had purchased.

Fees charged to customers

The major fees are for:

 Late payments 

 Charges  that  result  in  exceeding the  credit  limit  on the card (whether  done

deliberately or by mistake), called over limit fees 

 Returned cheque fees or payment processing fees (e.g. phone payment fee) 
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 Cash  advances  and  convenience  cheques  (often  3%  of  the  amount).

Transactions in a foreign currency (as much as 3% of the amount). A few financial

institutions do not charge a fee for this. 

 Membership fees (annual or  monthly),  sometimes a percentage of the credit

limit. Issuers love monthly fees as it allows them to charge substantial amounts

without  the  customer  realizing how expensive  the  charge  really  is  (a  monthly

amount is perceived as half the price of the equivalent annual fee) 

 Foreign Exchange Premium 

Advantages vs. Disadvantages

A credit card from VISA, MasterCard, or any other network allows you to pay for

purchases or services by borrowing from the credit card company. You then repay

by making monthly payments towards the amount borrowed. That is, you do not

have to repay the whole borrowed amount in full at one go. 

Then there are charge cards, such as the American Express card, that require full

payment of the borrowed amount each month.

Either way, the credit card is a very convenient alternative to paying by cash. 

Essentially a credit card allows you to: 

 Purchase products or services whenever and wherever you want, without ready

cash and paying for them at a later date.
 Have the option of paying only a part of the total expenses. The balance amount

can be carried forward, with an interest charged.
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 Withdraw  cash  whenever,  wherever  you  are,  through  ATMs  and  other

withdrawal centres.
 Enjoy a revolving credit limit without any charges for a limited period (mostly

20 to 50 days)
 Transact money of more than one currency, from one country to another. 
 Other facilities afforded on a credit card include reward points on card usage,

insurance cover against air and road accidents, loss of baggage, and so on. All

credit  cards  have  built-in  safety  features  like  signatures  and  personal

identification numbers. International credit cards you financial flexibility when

you travel abroad. 

Advantages:

 They allow you to make purchases on credit without carrying around a lot of

cash. This allows you a lot of flexibility. 
 They allow accurate record-keeping by consolidating purchases into a single

statement. 
 They  allow convenient  remote  purchasing  -  ordering/shopping  online  or  by

phone.  They  allow  you  to  pay  for  large  purchases  in  small,  monthly

installments. 
 Under  certain  circumstances,  they  allow  you  to  withhold  payment  for

merchandise which proves defective. 
 They  are  cheaper  for  short-term  borrowing  -  interest  is  only  paid  on  the

remaining debt, not the full loan amount. 
 Many  cards  offer  additional  benefits  such  as  additional  insurance  cover  on

purchases, cash back, air miles and discounts on holidays.

Disadvantages:
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 You may become an impulsive buyer and tend to overspend because of the ease

of using credit cards. Cards can encourage the purchasing of goods and services

you cannot really afford.
 Credit cards are a relatively expensive way of obtaining credit if you don't use

them carefully, especially because of the high interest rates and other costs.
 Lost or stolen cards may result in some unwanted expense and inconvenience.
 The use of a large number of credit cards can get you even further into debt. 
 Using a credit card, especially remotely, introduces an element of risk as the

card details may fall into the wrong hands resulting in fraudulent purchases on

the  card.  Fraudulent  or  unauthorized  charges  may  take  months  to  dispute,

investigate, and resolve.

INTRODUCTION TO SME

SME
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1 Concept:

The small-scale industries (SSI) produce about 8000 products, contribute 40% of the

industrial  output  and  offer  the  largest  employment  after  agriculture.  The  sector,

therefore,  presents  an  opportunity  to  the  nation  to  harness  local  competitive

advantages for achieving global dominance.

2 From SSI to SME:

Defining the New Paradigm2.1 Government policy as well as credit policy has so far

concentrated on manufacturing units in the small-scale sector. The lowering of trade

barriers across the globe has increased the minimum viable scale of enterprises. The

size of the unit and technology employed for firms to be globally competitive is now

of a higher order. The definition of small-scale sector needs to be revisited and the

policy should consider  inclusion of  services and trade sectors  within its  ambit.  In

keeping with global practice, there is also a need to broaden the current concept of the
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sector and include the medium enterprises in a composite sector of Small and Medium

Enterprises (SMEs). A comprehensive legislation, which would enable the paradigm

shift from small-scale industry to small and medium enterprises under consideration

of Parliament. The Reserve Bank of India had meanwhile set up an Internal Group

which has recommended:” Current SSI/tiny industries definition may continue. Units

with investment in plant and machinery in excess of SSI limit and up to Rs.10 crore

may be treated as Medium Enterprises (ME). The definition may be reviewed after

enactment of the Small and Medium Enterprises Development Bill.

3 Definition of SMEs- 

“  At present, a small scale industrial unit is an undertaking in which investment in

plant and machinery, does not exceed Rs.1 crore, except in respect of certain specified

items  under  hosiery,  hand  tools,  drugs  and  pharmaceuticals,  stationery  items  and

sports goods, where this investment limit has been enhanced to Rs  5 crore. Units with

investment in plant and machinery in excess of SSI limit and up to Rs. 25 crore may

be treated as Medium Enterprises (ME). “ 

The  Government  of  India  has  enacted  the  Micro,  Small  and  Medium Enterprises

Development  (MSMED)  Act  2006  which  was  notified  on  October  2,  2006.  The

definition of the small and medium enterprises as provided in the Act (Annex VII) will

have  immediate  effect. 

4 Eligibility criteria

(i)   These guidelines would be applicable to the following entities, which are viable or

potentially viable:

a) All non-corporate SMEs irrespective of the level of dues to banks. 

b)  All  corporate  SMEs,  which are  enjoying banking facilities  from a single  bank,

irrespective of the level of dues to the bank.

57



Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

c) All corporate SMEs, which have funded and non-funded outstanding up to Rs.10

crore under multiple/ consortium banking arrangement.

(ii) Accounts involving willful default, fraud and malfeasance will not be eligible for

restructuring under these guidelines. 

(iii)  Accounts classified  by  banks  as  “Loss  Assets”  will not  be  eligible

for restructuring.

(iv) In respect  of  BIFR cases  banks should ensure completion  of  all formalities  in

seeking approval from BIFR before implementing the package.

SME: At present, a small scale industrial unit is an industrial undertaking in which

investment in plant and machinery, does not exceed Rs.1 crore except in respect of

certain  specified  items  under  hosiery,  hand  tools,  drugs  and  pharmaceuticals,

stationery items and sports goods where this investment limit has been enhanced to

Rs.5 crore. A comprehensive legislation which would enable the paradigm shift from

small  scale  industry  to  small  and  medium  enterprises  is  under  consideration  of

Parliament.  Pending enactment  of the above legislation,  current  SSI/tiny industries

definition may continue. Units with investment in plant and machinery in excess of

SSI limit and up to Rs.10 crore may be treated as Medium Enterprises (ME). Only SSI

financing will be included in Priority Sector. 

All banks may fix self-targets for financing to SME sector so as to reflect a higher

disbursement over the immediately preceding year, while the sub-targets for financing

tiny units and smaller units to the extent of 40% and 20% respectively may continue.

Banks may arrange to compile data on outstanding credit to SME sector as on March

31, 2005 as per new definition and also showing the break up separately for tiny, small

and medium enterprises.

58



Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

Banks may initiate necessary steps to rationalize the cost of loans to SME sector by

adopting a transparent  rating system with cost  of  credit  being linked to the credit

rating of enterprise. 

SIDBI has developed a Credit Appraisal & Rating Tool (CART) as well as a Risk

Assessment Model (RAM) and a comprehensive rating model for risk assessment of

proposals for SMEs. The banks may consider taking advantage of these models as

appropriate and reduce their transaction costs.

In  order  to  increase  the  outreach  of  formal  credit  to  the  SME  sector,  all  banks,

including Regional Rural Banks may make concerted efforts to provide credit cover

on  an  average  to  at  least  5  new  small/medium  enterprises  at  each  of  their  semi

urban/urban branches per year.

A debt restructuring mechanism for nursing of sick units in SME sector and a One

Time Settlement  (OTS) Scheme for small  scale NPA accounts in the books of the

banks as on March 31, 2004 are being introduced.

5 Challenges faced by SME:

The challenges being faced by the small and medium sector may be briefly set out as

follows-

a) Small and Medium Enterprises (SME), particularly the tiny segment of the small

enterprises have inadequate access to finance due to lack of financial information and

non-formal business practices. SMEs also lack access to private equity and venture

capital and have a very limited access to secondary market instruments.

b) SMEs face fragmented markets in respect of their inputs as well as products and are

vulnerable to market fluctuations.
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c) SMEs lack easy access to inter-state and international markets.

d) The access of SMEs to technology and product innovations is also limited. There is

lack of awareness of global best practices.

e) SMEs face considerable delays in the settlement of dues/payment of bills by the

large  scale  buyers.  With the deregulation of the financial  sector, the ability  of  the

banks to service the credit requirements of the SME sector depends on the underlying

transaction  costs,  efficient  recovery  processes  and  available  security.  There  is  an

immediate need for the banking sector to focus on credit and SMEs.
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Research Methodology

A research design is simply a plan for study in collection and analyzing the data. It

helps  the  researcher  to  conduct  the  study  and  ensure  that  economical

procedures are employed and probing is relevant to the problem. Depending

upon the objective of the study there is three-research design available: 

                Exploratory Research

                Descriptive Research 

                Casual or Experimental Research

Data Collection: 

There are two sorts of data available: 

1.                 Primary Data: 

Primary Data are those data which are collected to solve a problem or take advantage

of any opportunity on which a decision is depending. These data are basically

observed and recorded by the researcher for the first time used primary data

for my project work.

2.                 Secondary Data: 
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Secondary data are those data which are primarily collected by other person for his

own purpose. 

Methods of Data Collection

                Observation Method 

                Questionnaire Method

Sample size:   50

Criteria of selecting sample:

We are taking the sample on our convenience.

Sampling techniques: 

Sampling techniques may be divided into two categories: 

(1)            Probability sampling:  

Probability  samples  are  characterized  by  the  fact  hat  each  element  of  the

population has known, non-zero chance of being included in the sample.

(2)            Non-probability sampling :
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Non-probability  sampling  involves  personal  judgment  somewhere  in  the

process.  For  the  present  study,  convenient  technique  of  sampling  (non-

probability) was used.

Identified Independent and Dependent variables:

Independent variables: 

All the external factors are independent variables:

                Govt. policy of RBI 

                Environmental factors 

                War 

                Technology

                Natural Calamities

Dependent variables: 

All the internal factors of organization are dependent variables:

                Company policy

                Infrastructure
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SCOPE OF THE STUDY

This study would help us to know about the problems that are faced by the consumers 

during transactions. It would also reveal the problems that are being faced the bank

 Employees while dealing with customers and would also highlight the future prospect

of SBI card.

LIMITATIONS OF THE STUDY

                The time was very limited as for requirement of study.

              Taking Sample has carried out  the study. Therefore,  all  the limitations

associated with sampling.

            Some  times  the  respondent  does  not  want  to  disclose  some  relevant

information.

            The information provided by the respondent may not be authentic.

               The sample size was restricted to 50 only.
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DATA ANALYSIS & INTERPRETATION

Credit Schemes of SBI Bank and other Banks
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Table No. 1 

Awareness level about various credit facilities

YES                                             NO

 46                                                                                           04

  

 

Table No. 2

66



Analysis/Comparative Study of Various Credit Schemes of SBI and Other Banks

No. of respondents availing the credit facilities

YES                                         NO

44                                            06

 

   Table No. 3
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Distribution of Respondents availing the credit facilities from banks.

SBI             PNB            UCO           IOB             Others

18                 14                04            06                  02
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Table No. 4

Time since customers are availing credit facilities

More than 3          2 to 3          1 to 2          Less than One

      10                     16                14                      04

Most of the respondents are availing the credit facilities ranging from 1 to 3
years.
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Table No. 5

No. of satisfied customers

Yes                                No

32                                  12

Customers are highly satisfied with their banks.

 

 

 

 

Table No. 6
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Awareness level about various credit facilities of different banks

SBI             PNB            IOB             UCO     CANARA        OBC

42               40                         22                14                      12                    08    

The credit facilities of SBI and PNB are well known to every respondent.
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Table No. 7 (a)

Ranking of banks on the basis of interest rate

SBI             PNB            IOB             UCO     CANARA        OBC

30               27              08              13              08                 14                       

 

SBI and PNB are the most preferred banks in regard of interest rates.
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Table No. 7 (b)

Ranking of banks on the basis of collateral security requirement

SBI             PNB            IOB             UCO     CANARA        OBC

26                     30                  16                    10                 06                   12     

Respondents are very much satisfied with SBI and PNB in respect of collateral
security requirement.
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Table No. 7 (c)

Ranking of banks on the basis of attitude of the employees

SBI             PNB            IOB             UCO     CANARA        OBC

28               27              20                8               10                 07    

 

Respondents appreciate the attitude of employees of the SBI, PNB and IOB.
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Table No. 7 (d)

Ranking of banks on the basis of services

SBI             PNB            IOB             UCO     CANARA        OBC

26               32              26                06             06                 04    

 

Respondents appreciate the level of services provided by SBI, PNB and IOB.
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Table No. 7 (e)

Ranking of banks on the basis of documents required

SBI             PNB            IOB             UCO     CANARA        OBC

28               24              18                12             08                 10    

Customers are happy with the document requirement of SBI and PNB.
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Table No. 7 (f)

Ranking of banks on the basis of renewal process

SBI             PNB            IOB             UCO     CANARA        OBC

38               22              16                08             08                 08    

Customers are very much satisfied with the renewal process of SBI and tanks to SBI

card.
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Table No. 8

Main obstacle while getting finance

   (a)                     (b)                   (c)                  (d)               (e)

Security   Document           Red           Guarantee      Attidute of

                      Requirements   Tapisam    requirement   Bank Employees  

   24                      08                        04                         08                         06

Security requirements are the main obstacle while availing any credit facility.
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   Table No. 9

Preference order of different parameters 

   (a)               (b)                 (c)                   (d)                (e)                      (f)

Interest      Collateral            Services   Attitude of      Document          Validity period  

Rate            Security                               field officer     Reqire

   42                12                       08                 16                   14                            08 

 

 Customer prefers low interest rates followed by services.
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Table No. 10

Preference level of banks

SBI             PNB            IOB             UCO     CANARA        OBC

56               24              10                04             04                 02    

 

More than half of the respondents prefer SBI followed by PNB.
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Table No. 11

Awareness level of SBI Card

Yes                                No

38                                  12

A good awareness level is exist about SBI cards.
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Table No. 12

Sources of information about SBI card

Friends       Bank  Employees            Advertisement               Publicity

06                        22                                04                              06          

Most of the respondents gets information about SBI card from bank employees.
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FINDINGS

Finding No. 1: To finds out the Market Potential of SBI card.

Ø     Most of the respondents covered in the survey know about the SBI card and feel

that this facility is beneficial to them as they can fix the limit for three years.

Ø   Respondents even require further guidance related to few things. 

Ø   Customers feel very enthusiastic about the launch of SBI card and very sure about

its success.

Ø    Most of the respondents want an increase in existing limit i.e. 5.00 lacs.

Finding No.  2: To know customer’s perceptions  about  various  credit  schemes  of

different banks.

Ø  Most of the respondents like the credit facilities provided by SBI and PNB.

Ø   According to most of respondents, PNB is the fastest service provider. It takes

only 15 days to disburse the sanctioned loans whereas other banks including

SBI takes 40 to 45 days.
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Ø  PNB is  offering  the  lowest  PLR i.e.  11.25% whereas  other  banks  are  offering

11.5%.

Finding No. 3: To find out main obstacle while getting finance under various credit

schemes.

According to most of respondents, security and document requirement are the main

obstacles while getting finance under various credit schemes.
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SUGGESTIONS

On the basis of data analysis and interpretations, the following suggestions can be

made.

Ø                RBI  should  reduce  the  SLR  and  CRR  to  increase  the  credit  creation

capacity of the banks.

Ø                All the nationalized banks should try to improve their service level to face

the stiff competition given by private banks.

Ø                Banks should reduce the time length between sanction and disbursement

of loan.

Ø                SBI  should  increase  the  limit  under  SBI  card  to  fulfill  the  growing

requirement of the customers. 

Ø                Bank employees should bring more professionalism in their attitude while

dealing with customers to retain and attract more customers.

Ø                Banks should narrow down the spread between PLR and deposit rates. 

Ø                Banks should advertise and conduct special awareness programs to make

SBI cards more popular among customers.
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Questionnaire

Name …………………………       Age ………………………….

Income………………………...       Occupation…………………...

Q1.    Are you aware of various credit facilities of banks?

          Yes                       No

Q2.    Are you availing credit facility from any bank?

          Yes                       No

Q3.    If yes, from which bank you are availing credit facility?

          …………………………………………………………

Q4.    Since when you are availing this facility?

          a)      More than 3 year            b)      2-3 years

          c)      1-2 years                        d)      Less than 1 year

Q5.    Are you satisfied with your existing bank?

          Yes                       No

Q6.    If no, then why ………………………………………….

          …………………………………………………………..

Q.7    Tick the name of banks whose credit facilities are known to you?
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          a)      SBI                       b)      PNB            c)      IOB

          d)      CANARA            e)      UCO           f)       OBC

Q8.    Rate the banks on the basis of following parameters:

Factors

 

Banks

Interest

Rate

Collatarel

Security

Attitude

of  Field

officer

Services Document

required

Renewal

process

SBI       

PNB       

UCO       

OBC       

CANARA       

IOB       

Q9.    According to you what is the main obstacle while getting finance under various

credit facilities? 

a)      Security                         b)      Document Requirement

c)      Red Tapism                   d)      Guarantee requirement 

e)                Attitude of bank employees 

Q10.  According  to  you  arrange  the  parameters  in  the  descending  order  of  their

preference?

          a)      Interest Rate                   b)      Collateral Security
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          c)      Services                         d)      Attitude of field Officer

          e)      Document required        f)       Validity period

Q11.  Which banks name comes to your mind first while availing credit facility and

why?

          ………………………………………………………………………..

          ………………………………………………………………………..

Q12.  Have you heard about SBI card?

          Yes                       No

Q13.  If yes, from where?

          a)      Friends                 b)      Bank Employees

          c)      Advertisement      d)      Publicity 

Q14.  Do you want to give any suggestions to banks?

          ……………………………………………………………………….

          ……………………………………………………………………….

BIBLIOGRAPHY:

Websites:
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 www.sbibank.com
 www.google.co.in 
 www.finance.india.mart.com 
 www.banknetindia.com 
 www.rbi.org 
 www.moneycontrol.com
 www.captialmarket.com

Magazines / Newspapers

 Business Today

 Business Views

 Business Times
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