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T  The purpose of this paper is to report on the changing facets of money – from the simple barter system to the sophisticated 
E-banking and use of plastic money. This paper also aims to analyse the influence of plastic money on the financial practices 
of individuals. Further, the role of banks and financial institutions in managing an individual’s finances will also be studied.  
Conceptual work related to the area under study was critically reviewed and analysed. Review of the present system of 
banking helps provide insights into the uses of plastic money, its pros and cons and the modes of banking in future which 
may help promote better financial practices.

1.Introduction
The concept of money as a medium of exchange and store 
of value no doubts predates written history. Each society and 
each era creates their own form of money. Shells, obols, dol-
lars, European Currency units – all hold a place in history as 
a unit of measure to represent value and facilitate commerce. 
The information age, the era of computer, is increasingly rep-
resented by electronic money.

The emergence of banking can be traced back to the barter 
system – trading one item for another, however it was cum-
bersome and so another substitute system was designed us-
ing exchange. Various items like stones, beads, seashells, salt, 
precious metals, gems, gold coins, tobacco leaves, hemp and 
many other items have been used as currency. 

As civilisation progressed and trade increased, more and more 
medium of exchange was needed. Gold and silver coins were 
popular but somewhat inconvenient to carry around. Gold-
smiths were the persons who would weigh the gold coins 
and see what they were worth. Later they began to offer to 
store the gold safely, if they didn’t want to keep gold in their 
houses. This was the beginning of modern banking. The gold-
smiths issued paper receipts when they took gold for storage. 
Slowly people began to trade with those instead of gold. This 
was the beginning of paper money, which soon became the 
popular medium of exchange. With the invention of paper 
currency, all the issues related to exchange was solved. Now 
people could use this currency to buy the things they desired 
for. Even today paper currency is the most preferred form of 
exchange by masses.

The invention of paper currency marked a landmark in the his-
tory of evolution of money.  Slowly with the revolution in the 
electronic media and the emergence of the information age, 
the paper money too, had a change in its form and shape. 
Yes, it was the emergence of plastic money. From paper, mon-
ey has now changed its form to plastic. Now it’s not neces-
sary to carry bundles of paper currency to transact business. A 
small card made of plastic can facilitate all the functions paper 
money does. A small swipe of the card and the transaction is 
done with ease. 

2. What is plastic money?
The plastic money generally a credit or debit card with a mag-
netic strip many people carry in their wallets or purses is the 
result of complex banking process. Holders of a valid card 
have the authorization to purchase goods and services up to a 
predetermined amount, called a credit limit. In particular these 
are required to appear on a credit card are name of the cus-

tomer, 16 digit card number, validity date, the name of the 
issuing bank, signature panel, magnetic strip and personal 
identification number.

Plastic money has become an important part of expenditure 
pattern of the Indians. It has also acted as a source of iden-
tification. If used wisely, the plastic money can provide trans-
action and financial convenience and allow you to make 
purchases with nearly a month to pay for them before other 
finance charges kick in. 

The most commonly used forms of plastic money are credit 
cards and debit cards.

2.1 Credit card
A  credit card  is a  payment card  issued to users as a system 
of  payment. It allows the cardholder to pay for goods and 
services based on the holder’s promise to pay for them.  The 
issuer of the card creates a revolving account and grants a line 
of credit  to the  consumer  (or the user) from which the user 
can borrow money for payment to a  merchant  or as a  cash 
advance to the user.

2.2 Debit card 
A debit card  (also known as a bank card  or check card) is 
a plastic payment card card that provides the cardholder elec-
tronic access to his or her bank account(s) at a financial insti-
tution. Some cards have a stored value with which a payment 
is made, while most relay a message to the cardholder’s bank 
to withdraw funds from a payee’s designated bank account. 
The card, where accepted, can be used instead of cash when 
making purchases. In some cases, the primary account num-
ber  is assigned exclusively for use on the Internet and there 
is no physical card. Unlike credit and charge cards, payments 
using a debit card are immediately transferred from the card-
holder’s designated bank account, instead of them paying the 
money back at a later date. Some other cards which are pop-
ular today are: charge cards, Amex cards, Dinner club cards, 
global cards, Master cards and Visa, Smart Cards etc.

3. Electronic payment systems in India
Due to the efforts of the RBI and the BPSS now over 75% 
of all transactions are made in the electronic mode, including 
both large-value and retail payments. Out of this 75%, 98% 
come from the RTGS (large-value payments) whereas a mea-
gre 2% come from retail payments. This means consumers 
have not yet accepted this as a regular means of paying their 
bills and still prefer conventional methods. Retail payments if 
made via electronic modes are done by ECS (debit and credit), 
EFT and card payments.
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3.1Plastic money in India
Spending through credit cards rose by 30% year-on-year to 
Rs22,128 crore during the April-June quarter of 2012-13 
against Rs16,948 crore last year, according to data released 
by the Reserve Bank of India (RBI). Spending through debit or 
ATM cards, increased by 45% year-on-year to Rs11,691 crore 
during the April-June quarter compared to Rs8,065 crore last 
year.

“It’s a natural progression for country like India, which is 
growing rapidly and more people availing banking facilities,” 
said Anand Selvakesari, country business manager, global con-
sumer group, Citibank. “However, there is still much potential 
left as penetration of plastic money in India is less than coun-
tries such as the US and China.”

However, the total number of credit cards in the country wit-
nessed a marginal fall as total outstanding credit cards at the 
end of June 2011 declined 6% to 1.8 crore from 1.9 crore at 
the end of June 2010. On the contrary, the number of debit 
cards rose 25% to 24.0 crore at the end of June 2011 com-
pared to 19.0 crore at the end of June 2010.

“The growing number of point-of-sale terminals in the coun-
try have also helped in increasing payment through credit and 
debit cards,” said M Narendra, chairman, Indian Overseas 
Bank.

However, bankers are likely to be cautious in selecting their 
customers for credit cards due to the uncertainty in the global 
economy. “We will continue expanding our cards base in India 
but will select customers cautiously,” said Selvakesar

The growing inclination towards the use of plastic money, also 
calls for an effective personal finance management. In this 
context it’s necessary to explain personal finance.

5. What is Personal Finance?
Personal finance is the application of the principles of fi-
nance to the monetary decisions of an individual or family 
unit. It addresses the ways in which individuals or families ob-
tain, budget, save and spend monetary resources over time, 
taking into account various financial risks and future life 
events. Components of personal finance might include check-
ing and savings accounts, credit cards and consumer loans, 
investments in the stock market, retirement plans, social secu-
rity benefits, insurance policies, and income tax management. 
The key component of personal finance is financial planning, 
which is a dynamic process that requires regular monitoring 
and re evaluation. In general, it has five steps:

Assessment  – One’s personal finance situation can be as-
sessed by compiling simplified versions of financial balance 
sheets and income statements.

Setting goals  – Goal-setting is done with an objective to 
meet certain financial requirements.

Creating a plan  – The financial plan details how to accom-
plish goals.  It could include, for example, reducing unneces-
sary expenses, increasing one’s employment income, or invest-
ing in the stock market.

Execution  – Execution of one’s personal financial plan often 
requires discipline and perseverance.  Many people obtain as-
sistance from professionals such as accountants, financial 
planners, investment advisers, and lawyers.

Monitoring and reassessment – As time passes, one’s per-
sonal financial plan must be monitored for possible re evalua-
tion or adjustment.

6.Role of banks in harnessing an individual’s finance man-
agement
Plastic money either directly or indirectly involve the presence 
of banks in each transaction, with the increase in the number 
of plastic money users it has become inevitable to the banks 
to keep in pace with the changing needs of their customers. 
In addition to this the banks must also take measures to safe-
guard the interest of their customers too. Some of the meas-
ures which can be used by banks with regard to the use of 
plastic money are:

•	 Conduct	awareness	programs	on	the	use	of	plastic	money
•	 Providing	 timely	 reminders	 to	 the	 customers	 with	 regards	

to the dues outstanding.
•	 Providing	incentives	or	discounts	for	the	customers	making	

early or prompt payment etc

7. Conclusion
Plastic money was considered to be a luxury, and has now 
become a necessity. These plastic money and electronic pay-
ments was and used by only higher income group. Among 
the various financial services rendered by commercial banks 
and other financial institutions,

extending their credit card facility to customers is an impor-
tant modern day function. This facility extended not only to 
customers in urban areas or cities, but also to customers resid-
ing in rural area. However, today, with development of bank-
ing and trading activity, the fixed income group or salaried 
classes have also started using the plastic money and electron-
ic payment systems, particularly Credit cards. Numerous pros 
and cons are associated with the use of plastic money. Only 
if an individual has a clear plan about his personal finances 
can he manage his money well. Thus an individual following 
good personal finance practices is likely to make fewer mis-
takes while using plastic money than one who is not. Plastic 
money was invented to ease the use of money by individuals 
and it continues to do so.

What calls our attention is to make prudent financial decisions 
at the right time with regard to the use of plastic money.
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