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Check-Credit your Instant Money and Charg-It, 
or Check-A-Loan to Cash-A-Matic for Sure Credit 
on your Charge Plan . . . and the credit ball starts 
rolling. Commercial bankers appear to have focused 
much of their ingenuity on plans to finance the con
sumer, and on efforts to dress their plans in catchy 
phrases. The result of these efforts is that con
sumers now have a variety of options for arranging 
bank credit to cover virtually any kind of retail 
purchases. This array of options includes the check- 
credit and overdraft plans, and other revolving 
credit plans.

Opinions differ as to the origin of credit cards, 
with some dating the origin from the first oil com
pany card issued in 1924. Others trace credit card 
ancestry to department store charge accounts. Re
gardless of its parentage, the credit card is rapidly 
emerging as a new symbol of this consumer-oriented 
economy. About 12 million credit cards are issued 
by the 1,100 banks active in this field. In addition, 
a number of banks are engaged in check-credit and 
overdraft plans which extend loans to customers and 
insure them against overdrawn amounts in their 
checking accounts. Of the $1,137 million outstand
ing in credit plans reported by 848 insured com
mercial banks on October 4, 1967, Fifth District 
banks held $46 million. A  number of District banks 
are also among the 900 banks who participate in 
these plans as agency banks through correspondents 
on whose books the outstanding credit is carried.

Retail Credit Cards The retail credit card is an 
instrument through which a bank extends credit to 
the consumer and takes over the collection function

of the merchant. Cards are issued to consumers 
regardless of whether they are customers of the bank. 
The cardholder then has the privilege of charging 
purchases at any of the merchants subscribing to the 
plan. A  “ floor limit” setting the maximum amount 
the cardholder may purchase without the bank’s ap
proval is usually stipulated. This limit is customarily 
within the range of $25-50, and approval for amounts 
above this limit must be obtained at the time of sale. 
The bank sends a statement of purchases to the 
cardholder at the end of the month. The charges 
from the various merchants subscribing to the plan 
are totaled, and the cardholder then makes one pay
ment to the bank. If the cardholder does not wish 
to pay the full amount of the bill in 20 to 30 days, 
he may use a revolving credit plan. For most plans 
there is a minimum payment of $10 or 10% of the 
amount billed, whichever is greater. A  1 to 1^2% 
monthly service charge is added to the unpaid 
balance.

Merchants subscribe to the plan by paying an 
initiation fee, usually under $100, to the bank. There 
is also a fee for the use of the card imprinter. 
Merchants participating in the credit card plan obtain 
deposits to their accounts equaling the amount of 
sales slips less a discount, usually in the range of 
3 to 7% . This discount is a compensation to the 
bank for assuming the collection function of the 
merchant. The discount is usually based on the 
volume and average sales ticket size of the individual 
merchant. A  rebate reduces the discount if the 
merchant’s volume or sales ticket size increases over 
the expected amount for a certain period of time.

Among the pioneers in retail banking were two
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Fifth District banks: The Bank of Virginia which 
started Charge Plan in February 1953, and First 
National Bank and Trust Company of Western 
Maryland whose Shoppers Charge began in April 
of the same year. Although Charge Plan was 
originally a local operation, the Bank of Virginia has 
now become a member of Interbank Card. With 
operations beginning on March 1, 1968, cardholders 
may use Interbank Card at business establishments 
subscribing to the plan in at least seven states. The 
affiliated banks issue their own cards and enroll 
merchants under their own terms, although they have 
now agreed to standardize their card size to permit 
use in a common imprinter. Essentially, each plan 
will retain its local identity with only the Interbank 
symbol on the card to associate it with a larger 
operation.

In keeping with the national trend, interest in 
credit cards waned in the Fifth District during the 
mid-1950’s. In 1959 new plans sprung up across 
the nation, and in July of that year, First Union 
National Bank of North Carolina started its credit 
card, also called Charge Plan. This new interest 
was short-lived, however, and only a few banks 
throughout the country initiated credit card plans 
in the following years.

Beginning in 1966 bank credit card activity again 
picked up, and it is this “ phase three” that we are 
now experiencing. The Fifth District’s entrance 
into this phase was initiated by Maryland National 
Bank and North Carolina National Bank, both be
ginning plans in April 1967. Maryland National 
Bank purchased Charg-It of Baltimore, a plan which 
had been in operation since April 1953. Maryland 
National is now an associate member of Interbank 
Card. North Carolina National Bank obtained a 
license to offer BankAmericard. (The Bank America 
Service Corporation, a subsidiary of Bank of America 
N T & SA, San Francisco, began in November 1966 
to issue licenses which allowed out-of-state banks to 
participate in the BankAmericard program.) North 
Carolina National has licensed agency banks to offer 
BankAmericard in areas where they have no branches.

BankAmericard is an all-purpose card which can 
be used for airline travel, meals, lodging, and cash 
advances, as well as for retail purchases. As in the 
Interbank Card program, BankAmericard sponsoring 
banks have an interchange agreement which allows 
cardholders to use their cards at participating es
tablishments across the country.

As shown in the chart, these five plans had $29 
million in credit outstanding as of October 4, 1967: 
a 29% increase was shown by the end of December, 
when outstandings of more than $37 million were 
reported. Further growth is expected, because of 
the addition of three other District banks to the 
BankAmericard program. First & Merchants Na
tional Bank, Richmond, announced in September
1967 that it would operate a BankAmericard fran
chise, and later announced that it would license its 
correspondent banks in Virginia to offer the card. 
Distribution of the cards will begin in early spring. 
First National Bank of Maryland joined the pro
gram in November, and South Carolina National 
Bank, the fourth in the District to offer Bank
Americard, was licensed in January 1968.

Riggs National Bank in Washington is negotiating 
to acquire the retail credit card system, Central
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Charge Service, Inc. Central Charge operates in 
Virginia, Maryland, Delaware, and West Virginia, 
as well as in the District of Columbia.

Check-Credit and Other Plans Primarily be
cause of the start-up costs, retail credit cards have 
been confined mostly to the larger banks. Of the 
eight District banks which have credit card plans 
announced or in operation, only one bank had de
posits less than $50 million. Five of the other 
seven banks had deposits exceeding $500 million. 
Smaller banks have entered the credit field, how
ever, by offering check-credit and other revolving 
credit plans. On October 4, 1967, 32 banks in the 
District were offering check-credit, overdraft, or non
bank credit cards. Twenty of these banks were in 
the under $100 million deposit size class, with 13 of 
the 20 having deposits of less than $50 million. 
Credit outstanding at this time was over $17 million. 
With the addition of two banks with deposits under 
$50 million, outstandings at the end of December 
rose to almost $20 million, an increase of nearly 
15% in less than three months.

Under a check-credit plan, a customer is given a 
book of special checks which, when cashed, act as a 
loan which has already been approved by the bank. 
There is a fee for each check written, and interest 
of 1 to 1 ^2 % per month is charged on the unpaid 
balance. The customer has the advantage of being 
able to write a check, up to a predetermined amount, 
regardless of the balance in his checking account.

Similar to the check-credit is the overdraft plan. 
Special checks may be issued, or the plan may be 
operated in conjunction with a regular checking ac
count. These checks, like the check-credit, activate 
an approved loan when used. The customer may 
overdraw his regular checking account, and the bank 
will transfer funds to his account to cover the check. 
The amount of credit to be extended is determined 
by prior agreement between the bank and customer. 
There are monthly charges and checking account 
charges, and interest on unpaid balances. Some 
plans incorporate features of both the check-credit 
and the overdraft plans.

Among Fifth District banks, check-credit and 
overdraft plans date from May 1959. By the end 
of 1960, 17 District banks offered variations of one 
or the other plan. Operations slowed somewhat in 
the following years, with only five banks initiating 
programs from 1961 through 1966. Activity picked

up again in 1967 with five additional banks begin
ning programs. As of the December 30, 1967 call 
report, 27 District banks were offering check-credit 
or overdraft plans. Among the various names are 
Ready ReservAccount, perma-Cash, and Sure Credit. 
Eleven District banks feature plans with the Check - 
Credit name. Other plans are Snap Credit, Ready 
Cash, Charge-A-Check, and Instant Money/Checking 
Plus. Ready Credit, Check-A-Loan, Cash-A-Matic, 
and Bank Credit By Check are also available to Fifth 
District banking customers. Bancardchek, a fram- 
chised check-credit plan, is offered by two District 
banks.

Seven banks within the District are offering a 
non-bank credit card— the American Express, Exec
utive Credit. Each of these plans went into opera
tion in 1967. This card combines the travel and 
entertainment advantages of the American Express 
card with revolving credit plans offered by banks. 
Possession of this card entitles the holder to obtain 
cash, borrow money to pay regular American E x
press bills, and to purchase travelers checks from 
American Express offices.

Credit Cards and the “Checkless Society" Credit 
cards have been called “ stepping stones” to the 
“ checkless society” . There are those who disagree 
with this concept, saying that the speed of payments 
is impeded when credit cards are used because 
former cash payments become credit transactions. 
The use of credit cards, however, does help to pro
vide conditions necessary for a “ checkless society” . 
Computers are widely used in servicing credit card 
programs and thus may contribute to the establish
ment of automated central information files required 
in a “ checkless society” . Credit cards bring banks 
into close contact with merchants and require a 
greater marketing effort on the banks’ part. Finally, 
these plans educate the public to the use of cards 
or other identification forms for making purchases, 
rather than using cash or checks. The increasing 
acceptance of these various bank credit plans is evi
denced by the $57 million outstandings of Fifth Dis
trict banks as of December 30, 1967. If a time 
capsule were being prepared for the year one 
thousand nine hundred and sixty-eight, a credit card, 
and most probably a bank credit card, would be in
cluded among the articles collected as an important 
example of today’s economy.

Eunice R. Dougherty
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