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ABSTRACT

Historically, commercial banks have been considered as institutions which accept deposits and give loans, and therefore|
making profitsfrom the difference between costs of the former and earnings of the latter. However, deregulation, emergence
of advanced technologies and the consolidation epidemic allowed traditional retail banks to shift into fee-earning activities|
such asinsurance, investment banking, mortgage financing, securitization and other non-banking activities. Today banks|
generate an increased portion of their income from non-intermediation and non interest activities.

Introduction

In post reform period RBI has deregulated
interest rate on Loans and Advances and hence every
bank isindependent to decidetheinterest rateon L oans
and Advances. Now RBI hasderegulated interest rate
on saving account al so, thereforealmost all bankswill
increase interest rate on saving account to increase
deposits in their banks.Therefore banks offers low
interest rate on Loans and Advances to increase ad-
vances and on other hand increaserate of interest rate
on savings or deposits in bank account. As aresult of
this "Net interest margin” shrinking day by day in
banking sector. To increase revenue banks offer other
services to their customers or clients and from these
other servicesbanksearn"NON-INTEREST INCOME"
(fees, commission, charges, exchange fees etc.).

Banksoffer various servicesto their custom-
ersat cheaper cost and asearly aspossible. Thefinan-
cial report shows almost all banks "Non-interest In-
come" increase by 20% to 25% over previous year.
Inbanking businessnationalizeand privatebanksearn
huge income from these source but not all schedule
banks offer so many services and schedule banks earn
less"Non-interest income" ascompareto nationalize
and private banksin India.
Followingaretheservicesoffer by variousbanksin
India.* ATM facilities* NEFT money transfer* De-
mand draft/ pay orders* Signatureverification* Demat
account* Online bill/ Tax payments* Online ticket
booking* Third party product* Saleof insurance* Sale
of mutual funds* Sale of gold coins etc.
Significance

Banks, theworld over, aretranscending their
normal business operations and diversifying their ac-
tivities in response to economic and financial sector
reforms. The Indian banking industry too has been
seen steadily shifting away fromtraditional sources of
revenue like loan-making etc, towards nontraditional
activities that generate fee income, service charges,

trading revenue, and other types of noninterest in-
come. The Indian banking industry too has been seen
steadily shifting away fromtraditional sourcesof rev-
enue like loan-making and towards nontraditional ac-
tivitiesthat generatefeeincome, service charges, trad-
ing revenue, and other types of noninterest income.
Strategies

Increase in the competition in banking sector, every
bank try to adopt new and innovative strategy to in-
crease customers.

* Now bank started mobile banking and this concept
isnew inbankingoperations. Throughthemobilebank-
ing acustomer can make histelephonebill, electricity
bill, insurance premium etc. payments without any
additional banking charges. Money transfer is also
very safely possiblethroughthisservice. Thisisavery
customer friendly, safe and secure when compared to
internet banking. A customer can enjoy the services
from any mobile number, any brand handset and any
network operator. This strategy also will help to in-
crease the number of banking transactions and the
bank canearn morerevenue. Bankswill haveto provide
good services, faster services and accurate services
laving lesser charges from the customers, because
customers are king in the market.

* Theuse of thedebit cardsin Indiahas caught on, but
not intheway that bankswants. Banksespecially from
the public sector are discovering that their customers
prefer using debit cards mainly for withdrawing cash
fromtheATMs. For shopping or eating out, customers
prefer using cash even though most retail stores and
restaurants now accept cards payments.

* State bank of India, the largest bank in the country,
has an advertising campaign currently running on the
televisionwhich showsafamily'sdebit card complain-
ing that it does not get a chance to go out. The card
implores the family to take it out with them. When a
family pullsout cash at the stores to pay for the shop-
ping bills, the card reminds themto useit to make the
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payments.

* PSU banks look at ATM and debit cards as a cost
reduction channel to drive customers away from the
branch and not as relationship channel. But foreign
and privatebankslook it asaretail liability product. If
more peopleusedebit cardsthenfundwill remainwith
the banksand their net interest marginwill improve as
well asthe use of debit cards give them other income
(non interest).

* Thebanks should reduce the commission, exchange,
brokeragefeesto attract more and more customers. As
this source comprises various services, helpsto earn
fees, they should make someattractivepolicies, which
may help to convince the customer to avail these ser-
vices. Side by side they can earn more from other ac-

tivitiesexcept commission, exchangeand brokerage, if
banks proved to attract customers to avail another
servicesof thebanksal so. For earningmorefromcom-
mi ssion, exchange, brokerage and other sourcesof non
interest income, following Strategies are suggested
separately for possible sourcesof noninterestincome.
Someother strategiesare:

* Charge higher commission for issuing draft of large
amount.

* | ssue and Ancash banksdrafts el ectronically to save
the time and to provide the accurate result.

* Offer the excellent customer services at the counter.
* Open branchesin areas having large inflow and out-
flow of non banking activities.etc.

* Service charges for credit cards should be increase
at least to the bearable extend.
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