
For R e l e a s e on D e l i v e r y 
Tuesday , September 23, 1969 
12 noon , P . D . T . (3 p .m. E . D . T . ) 

NEW HORIZONS I N CREDIT CARD BANKING 

Remarks By 

Andrew F . Br immer 
Member 

Board o f G o v e r n o r s o f t h e 
F e d e r a l Reserve System 

B e f o r e t h e 

S e a t t l e C l e a r i n g House A s s o c i a t i o n 

A t t h e 

R a i n i e r C lub 
S e a t t l e , W a s h i n g t o n 

September 23, 1969 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



NEW HORIZONS I N CREDIT CARD BANKING 

by 

Andrew F . B r immer * 

I n t h e summer o f 1968, t h e F e d e r a l Reserve Board p u b l i s h e d a 

comprehens ive assessment o f bank c r e d i t c a r d s . S i n c e t h e n , t h e expans ion 

o f bank c r e d i t c a r d p rograms has c o n t i n u e d a t a r a p i d p a c e . Even so , some 

f e a t u r e s o f c r e d i t c a r d b a n k i n g t h a t were o f c o n c e r n d u r i n g t he p e r i o d 

p r i o r t o t h e Sys tem s t u d y a r e s t i l l a t t r a c t i n g c o n s i d e r a b l e a t t e n t i o n , n o t 

o n l y i n t h e n a t i o n 1 s p r e s s , b u t a l s o among members o f Congress and w i t h i n 

Government r e g u l a t o r y a g e n c i e s . 

The Sys tem Task F o r c e t h a t was e s t a b l i s h e d by t h e F e d e r a l Reserve 

Board i n t h e S p r i n g o f 1967 - - and whose r e p o r t was r e l e a s e d j u s t ove r a 

y e a r ago - - e x p l o r e d q u i t e t h o r o u g h l y t h e i m p l i c a t i o n s o f t h e g r o w t h o f 

bank c r e d i t c a r d s f o r consumers , m e r c h a n t s , t h e b a n k i n g s y s t e m , bank s u p e r -

v i s i o n , and t h e management o f mone ta r y p o l i c y . I was t h e Board member most 

c l o s e l y i d e n t i f i e d w i t h t h a t s t u d y . 

We have j u s t c o m p l e t e d a r e v i e w o f t h e bank c r e d i t c a r d s i t u a t i o n 

t o d e t e r m i n e w h e t h e r r e c e n t deve lopmen ts w a r r a n t any change i n t h e e a r l i e r 

assessmen t . T h i s r e v i e w has i n c l u d e d an a n a l y s i s o f r e c e n t t r e n d s i n c r e d i t 

c a r d b a n k i n g , a s u r v e y by t h e F e d e r a l Reserve Banks o f t h e m a i l i n g p rocedu res 

used i n t h e l a u n c h i n g o f new c r e d i t c a r d p l a n s and an a n a l y s i s o f bank 

^Member, Board o f Gove rno rs o f t h e F e d e r a l Reserve System. I am g r a t e f u l 
t o a l a r g e number o f p e r s o n s i n t h e F e d e r a l Reserve Sys tem f o r a s s i s t a n c e i n 
t h e p r e p a r a t i o n o f t h e s e r e m a r k s . I am p a r t i c u l a r l y i n d e b t e d t o t h e f o l l o w i n g 
members o f t h e B o a r d ' s s t a f f : Tynan S m i t h , B r e n t o n C. L e a v i t t , Dav id H u l l , 
K a t h a r y n e R e i l , and N . Edwin Demoney, J r . Jerome W. Shay h e l p e d w i t h t h e 
d i s c u s s i o n o f a n t i t r u s t i m p l i c a t i o n s o f bank c r e d i t c a r d s . 
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e x a m i n a t i o n r e p o r t s o v e r t h e l a s t y e a r t o d e t e r m i n e t h e e x t e n t t o w h i c h 

S t a t e member banks a r e f o l l o w i n g t h e g u i d e l i n e s on c r e d i t c a r d o p e r a t i o n s 

s u g g e s t e d by t h e Boa rd as a r e s u l t o f o u r e a r l i e r s t u d y . Our r e v i e w has 

a l s o had t h e b e n e f i t o f t h e p r e l i m i n a r y r e s u l t s o f t h e F e d e r a l Reserve 

B o a r d ' s S u r v e y o f Consumer Awareness o f C r e d i t C o s t s , The B a n k A m e r i c a r d 

and I n t e r b a n k o r g a n i z a t i o n s p r o v i d e d r e c e n t i n f o r m a t i o n r e l a t i n g t o t h e i r 

r e s p e c t i v e p l a n s . 

On t h e b a s i s o f t h i s r e v i e w , i t appea rs t h a t deve lopmen ts i n 

c r e d i t c a r d b a n k i n g i n r e c e n t months do n o t c a l l f o r a change i n t h e b a s i c 

c o n c l u s i o n o f o u r e a r l i e r s t u d y : t h a t c r e d i t c a r d p rog rams a r e l e g i t i m a t e 

and u s e f u l s e r v i c e s p r o v i d e d by banks t o t h e i r consumer and merchan t c u s -

t o m e r s . F u r t h e r m o r e , t h e r e appea rs t o be no r e a s o n t o change t h e B o a r d ' s 

p o s i t i o n t h a t t h e Sys tem has adequa te s u p e r v i s o r y powers g o v e r n i n g t h e 

deve lopmen t o f bank c r e d i t c a r d p rog rams and does n o t see any n e c e s s i t y f o r 

s p e c i a l l e g i s l a t i o n t o l i m i t o r c o n t r o l bank c r e d i t c a r d s . 

A t t h e p r e s e n t t i m e , h o w e v e r , t h e p r i n c i p a l q u e s t i o n s r e g a r d i n g 

bank p r a c t i c e s i n i s s u i n g c r e d i t c a r d s a r e v i r t u a l l y t h e same as t h e y 

were two y e a r s a g o . T h e r e i s s t i l l c o n s i d e r a b l e c o n c e r n t h a t t h e m a i l i n g 

o f u n s o l i c i t e d c r e d i t c a r d s imposes a b u r d e n upon consumers who have t o 

d e s t r o y o r r e t u r n unwanted c a r d s . A l s o , t h e r e i s t h e f e a r t h a t some c o n -

sumers may have t h e i r c r e d i t s t a n d i n g j e o p a r d i z e d as a r e s u l t o f m i s u s e 

o f c a r d s l o s t o r s t o l e n i n t h e m a i l s , o r a t l e a s t m i g h t be s u b j e c t t o 

l i t i g a t i o n t o p r o v e t h e i r l a c k o f l i a b i l i t y f o r such m i s u s e . C r e d i t c a r d s 

a r e a l s o b e i n g b lamed f o r e n c o u r a g i n g some consumers t o o v e r e x t e n d t h e i r 
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use o f c r e d i t , t h u s c o n t r i b u t i n g t o p e r s o n a l b a n k r u p t c i e s . I t has been 

a l l e g e d t h a t c r e d i t c a r d s a r e a d d i n g t o i n f l a t i o n a r y p r e s s u r e s . 

I n t h e l a s t few m o n t h s , i t has become even more c l e a r t h a t two 

l a r g e , n a t i o n - w i d e sys tems a r e p l a y i n g a dominan t r o l e i n c r e d i t c a r d 

b a n k i n g . So f a r , t h i s deve lopment i s p o s i n g no p r o b l e m s i n t e r m s o f 

c o m p e t i t i o n , b u t t h e t r e n d may r a i s e a range o f q u e s t i o n s o f p u b l i c 

p o l i c y i n t h e f u t u r e . 

B e f o r e e x a m i n i n g t h e s e i s s u e s i n more d e t a i l i t m i g h t be h e l p f u l 

t o p r o v i d e p e r s p e c t i v e by h i g h l i g h t i n g r e c e n t t r e n d s i n bank c r e d i t c a r d 

p r o g r a m s . 

Recent T rends i n C r e d i t Card B a n k i n g 

On June 30 o f t h i s y e a r , 699 banks were o f f e r i n g c r e d i t c a r d p l a n s , 

and t h e y had $ 1 . 7 b i l l i o n o f c r e d i t o u t s t a n d i n g . (See T a b l e 1 , a t t a c h e d ) . 

T h u s , i n t h e f i r s t s i x months o f 1969, t h e number o f banks w i t h c r e d i t c a r d 

p l a n s rose by 189 (37 p e r c e n t ) and t h e amount o u t s t a n d i n g c l i m b e d by $393 

m i l l i o n ( 30 p e r c e n t ) . I n a d d i t i o n t o t hese n e a r l y seven h u n d r e d banks w i t h 

c r e d i t b a l a n c e s o u t s t a n d i n g under c r e d i t c a r d p r o g r a m s , s e v e r a l t h o u s a n d 

agency banks were p a r t i c i p a t i n g i n c r e d i t c a r d p l a n s b u t d i d n o t h o l d 

r e c e i v a b l e s . 

The sha re o f t o t a l c r e d i t c a r d b a l a n c e s h e l d by each c l a s s o f 

bank has changed l i t t l e d u r i n g t h e l a s t two y e a r s . N a t i o n a l banks con -

t i n u e t o h o l d more t h a n t h r e e - q u a r t e r s o f t h e t o t a l w h i l e a n o t h e r o n e - s i x t h 

i s h e l d by F e d e r a l Reserve S t a t e member banks . A l t h o u g h t h e amount o f 

c r e d i t o u t s t a n d i n g a t nonmember banks under c r e d i t c a r d p l a n s rema ins s m a l l , 
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t h e number o f such banks w i t h c r e d i t c a r d p l a n s has been i n c r e a s i n g 

more r a p i d l y t h a n f o r any o t h e r c l a s s o f bank . A t t he end o f l a s t J u n e , 

t h e s e banks r e p r e s e n t e d more t h a n o n e - t h i r d o f a l l c r e d i t c a r d b a n k s . 

L a r g e banks ( t h o s e w i t h d e p o s i t s o f $1 b i l l i o n and o v e r ) h e l d 

more t h a n t w o - f i f t h s o f t h e t o t a l amount o u t s t a n d i n g on c r e d i t c a r d p l a n s 

a t t h e end o f 1968, abou t t h e same p r o p o r t i o n as i n September 1967 (when 

t h e F e d e r a l Reserve Board began t o c o l l e c t d a t a on such p l a n s ) . However , 

t h e s e banks have n o t k e p t pace w i t h t h e s m a l l and m e d i u m - s i z e d i n s t i t u t i o n s 

g o i n g i n t o t h e c r e d i t c a r d f i e l d - - d r o p p i n g f r o m 9 p e r c e n t o f t h e t o t a l 

number t o 5 p e r c e n t i n t h e 15-month period. Banks w i t h t o t a l d e p o s i t s o f 

l e s s t h a n $25 m i l l i o n have shown a f a s t e r r a t e o f e n t r y t h a n o t h e r s i z e 

g r o u p s . Y e t , a l t h o u g h t h e y r e p r e s e n t e d more t h a n t w o - f i f t h s o f a l l c r e d i t 

c a r d b a n k s , t h e y h e l d l e s s t h a n two p e r c e n t o f t o t a l r e c e i v a b l e s a t t h e 

end o f l a s t y e a r . Most o f t h e o u t s t a n d i n g i n d e b t e d n e s s on c r e d i t c a r d s 

c o n t i n u e s t o be i n t h e hands o f banks i n t h e $100 m i l l i o n and o v e r d e p o s i t 

c l a s s . Many o f t h e s e banks had p l a n s i n o p e r a t i o n b e f o r e t h e F a l l o f 1967. 

These t r e n d s a r e c h a r t e d on t h e b a s i s o f i n f o r m a t i o n o b t a i n e d 

e v e r y s i x months f r o m t h e C a l l R e p o r t s s u b m i t t e d by a l l i n s u r e d b a n k s . 

I n a d d i t i o n , m o n t h l y d a t a on bank c r e d i t c a r d s have been c o l l e c t e d s i n c e 

t h e b e g i n n i n g o f 1968. T h i s s e r i e s has been p u b l i s h e d as p a r t o f t h e 

B o a r d ' s m o n t h l y r e p o r t on consumer c r e d i t s i n c e June 1968. An e x a m i n a t i o n 

o f t h e m o n t h l y d a t a a l s o shows a s t e a d y i n c r e a s e i n t h e amount o f c r e d i t 

o u t s t a n d i n g as w e l l as c o n s i d e r a b l e f l u c t u a t i o n o f a s e a s o n a l n a t u r e i n 

m o n t h l y e x t e n s i o n s and r e p a y m e n t s . ( T a b l e 2 ) . However , much l o n g e r 
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e x p e r i e n c e w i l l be n e c e s s a r y b e f o r e s e a s o n a l a d j u s t m e n t f a c t o r s can be 

d e r i v e d and a p p l i e d t o t h e s e f i g u r e s . A n o t h e r l i m i t a t i o n o f t h e r e -

p o r t e d t o t a l s i s a s l i g h t degree o f u n d e r s t a t e m e n t because o f t h e l a g 

i n o b t a i n i n g r e p o r t s f r o m a d d i t i o n a l banks t h a t a r e c o n t i n u a l l y e n t e r i n g 

t h e c r e d i t c a r d f i e l d . We e x p e c t t o overcome t h i s d i f f i c u l t y b e f o r e t he 

end o f 1969 by s h i f t i n g t o a s a m p l i n g b a s i s f o r o b t a i n i n g m o n t h l y r e p o r t s . 

R e g i o n a l Growth P a t t e r n s 

The w e s t e r n s e c t i o n o f t h e c o u n t r y c o n t i n u e s t o be t h e p r i n c i p a l 

c e n t e r o f c r e d i t c a r d b a n k i n g , b u t t h i s t e c h n i q u e o f consumer f i n a n c i n g 

i s s p r e a d i n g r a p i d l y i n o t h e r r e g i o n s o f t h e c o u n t r y . ( T a b l e 3 . ) A t 

t h e end o f l a s t December, 115 b o t h member and non-member banks i n t h e 

San F r a n c i s c o F e d e r a l Reserve D i s t r i c t had $531 m i l l i o n o f r e c e i v a b l e s 

o u t s t a n d i n g unde r c r e d i t c a r d s , r e p r e s e n t i n g o v e r o n e - f i f t h o f a l l t h e 

banks w i t h such p l a n s and t w o - f i f t h s o f t h e t o t a l c r e d i t . Second p l a c e 

was h e l d by t h e Ch i cago D i s t r i c t w h i c h had $182 m i l l i o n i n o u t s t a n d i n g s . 

The New Y o r k D i s t r i c t was f a i r l y c l o s e b e h i n d w i t h $155 m i l l i o n . The 

n e x t two i n o r d e r were t h e banks i n A t l a n t a and Richmond, w i t h $100 

m i l l i o n and $93 m i l l i o n , r e s p e c t i v e l y , i n o u t s t a n d i n g s . 

The s l o w e r g r o w t h i n bank c r e d i t c a r d s i n t h e N o r t h e a s t D i s t r i c t s 

t h r o u g h 1968 p a r t l y r e f l e c t e d t h e r e l a t i v e l y g r e a t e r p o p u l a r i t y o f check -

c r e d i t p l a n s . A t t h e end o f l a s t y e a r , a b o u t $800 m i l l i o n was o u t s t a n d i n g 

unde r c h e c k - c r e d i t p l a n s - - o f w h i c h w e l l ove r t w o - f i f t h s was c o n c e n t r a t e d 
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i n t h e B o s t o n , New Y o r k and P h i l a d e l p h i a F e d e r a l Reserve D i s t r i c t s . I n 

c o n t r a s t , banks i n t h e s e same D i s t r i c t s a c c o u n t e d f o r l e s s t h a n o n e - f i f t h 

o f t h e amount o f c r e d i t o u t s t a n d i n g under bank c r e d i t c a r d s a t t h e end o f 

1968. From t h e m o n t h l y consumer c r e d i t s e r i e s , i t appea rs t h a t c h e c k -

c r e d i t r o s e by o n e - f i f t h i n t h e f i r s t seven months o f 1969, w h i l e t h e amount 

o u t s t a n d i n g u n d e r bank c r e d i t c a r d s r o s e by o v e r o n e - t h i r d . D u r i n g t h e l a s t 

18 m o n t h s , t h e sha re o f c h e c k - c r e d i t i n t h e t o t a l s h r a n k f r o m t w o - f i f t h s 

t o o n e - t h i r d . The r e l a t i v e p o s i t i o n s o f t h e two t y p e s o f bank c r e d i t 

p l a n s may s h i f t f u r t h e r i n f a v o r o f c r e d i t c a r d s o v e r coming months — 

r e f l e c t i n g t h e r e c e n t a d o p t i o n o f t h e c r e d i t c a r d f o r m by s e v e r a l m a j o r 

New Y o r k banks w h i c h p r e v i o u s l y o f f e r e d o n l y c h e c k - c r e d i t p l a n s . 

The r e g i o n a l p a t t e r n o f g r o w t h i n bank c r e d i t c a r d p l a n s i s 

shown i n t h e r e s u l t s o f t h e s u r v e y made by t h e F e d e r a l Reserve Banks i n 

A u g u s t o f t h i s y e a r . ( T a b l e 4 . ) Be tween t h e end o f June 1968, and t h e 

end o f A u g u s t 1969 , t h e number o f banks o f f e r i n g c r e d i t p l a n s r o s e by 

68 p e r c e n t . The i n c r e a s e was s h a r p e s t i n t h e Richmond D i s t r i c t ( 346 p e r 

c e n t ) , f o l l o w e d by A t l a n t a ( 1 9 2 p e r c e n t ) , Kansas C i t y (120 p e r c e n t ) , and 

C l e v e l a n d (100 p e r c e n t ) , New Y o r k ( 8 2 p e r c e n t ) , and D a l l a s ( 7 6 p e r c e n t ) . 

The pace o f e x p a n s i o n was s l o w i n o t h e r D i s t r i c t s - - i n c l u d i n g no e x p a n s i o n 

a t a l l i n t h e number o f banks o f f e r i n g bank c r e d i t c a r d s i n t h e P h i l a d e l p h i a 

D i s t r i c t . I n some D i s t r i c t s (San F r a n c i s c o and C h i c a g o , f o r e x a m p l e ) , t h e 

i n i t i a l e f f o r t s t o l a u n c h bank c r e d i t c a r d s had been made e a r l i e r . 
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D i s t r i b u t i o n o f Bank C r e d i t Cards 

Banks have f o u n d t h a t t h e most e f f e c t i v e way t o d e v e l o p 

cus tomers f o r a new c r e d i t c a r d p l a n i s t o m a i l a l a r g e number o f u n -

s o l i c i t e d c a r d s . T h i s p r o c e d u r e r e s o l v e s s i m u l t a n e o u s l y t h e p r o b l e m 

o f h a v i n g enough me rchan t s s i g n e d t o t h e b a n k ' s p l a n t o make t h e c a r d 

u s e f u l t o consumers and o f h a v i n g s u f f i c i e n t p e o p l e o b t a i n t h e c a r d t o 

make f o r m i n g t h e p l a n a t t r a c t i v e t o m e r c h a n t s . C o m p e t i t i v e s i t u a t i o n s 

appear t o r u l e o u t t h e a l t e r n a t i v e method o f d e p e n d i n g on a p p l i c a t i o n s 

t o be r e t u r n e d b e f o r e c a r d s a re m a i l e d . 

Y e t , t h e use o f u n s o l i c i t e d m a i l i n g s has become one o f t h e 

p r i n c i p a l s o u r c e s o f c o n t r o v e r s y s u r r o u n d i n g t h e a d v e n t o f c r e d i t c a r d 

b a n k i n g . The p r a c t i c e i n v o l v e s some f i n a n c i a l r i s k s t o t h e i s s u i n g banks 

and some i n c o n v e n i e n c e t o t h e s m a l l p e r c e n t a g e o f p o t e n t i a l c u s t o m e r s who 

do n o t wan t t o r e c e i v e such c a r d s . The s u b s t a n t i a l f i n a n c i a l l o s s e s 

e x p e r i e n c e d by a number o f M idwes t banks a few y e a r s ago when t h e y 

l a u n c h e d c r e d i t c a r d p l a n s on t he b a s i s o f u n s o l i c i t e d (and i n some 

cases u n s c r e e n e d ) m a i l i n g s l e d banks t o t a k e s p e c i a l s t e p s t o p r o t e c t 

t h e m s e l v e s a g a i n s t t h e f t o f ca rds d u r i n g t h e p r o c e s s o f d i s t r i b u t i o n . 

They have a l s o t a k e n measures t o m i n i m i z e l o s s e s t o c u s t o m e r s t h r o u g h 

m isuse o f c a r d s once t h e y have been a c c e p t e d . However , t h e r e has been 

no f u n d a m e n t a l r e v i s i o n i n t h e t e c h n i q u e o f d i s t r i b u t i n g bank c r e d i t c a r d s : 

t h e use o f u n s o l i c i t e d m a i l i n g s rema ins t h e b a s i c me thod . 

The F e d e r a l Reserve Board has been h i g h l y c o n s c i o u s o f t h e 

p rob lems i n v o l v e d i n u n s o l i c i t e d m a i l i n g o f bank c r e d i t c a r d s . F o r t h i s 
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r e a s o n , i n t h e summer o f 1968, t h e Board expanded t h e check l i s t o f 

q u e s t i o n s u s e d i n t h e e x a m i n a t i o n o f S t a t e member b a n k s ; e x a m i n e r s were 

i n s t r u c t e d l f t o make s u r e t h a t banks r e a l i z e t h e i m p o r t a n c e o f d e v e l o p i n g 

i n i t i a l m a i l i n g l i s t s f r o m t h e i r own r e c o r d s and c a r e f u l l y s c r e e n i n g them 

b e f o r e u s e . " The same q u i d e l i n e s a p p l i e d t o S t a t e member banks a re a l s o 

a p p l i e d t o n a t i o n a l banks t h r o u g h t h e e x a m i n a t i o n p r o c e d u r e s . The 

O f f i c e o f t h e C o m p t r o l l e r o f t h e C u r r e n c y was t h e f i r s t F e d e r a l bank 

s u p e r v i s o r y agency t o use a s e p a r a t e c r e d i t c a r d s e c t i o n i n i t s e x a m i -

n a t i o n r e p o r t , and i t has i n s t r u c t e d i t s e x a m i n e r s t o see t h a t t h e 

n a t i o n a l banks use p r u d e n t p r o c e d u r e s i n c o n n e c t i o n w i t h u n s o l i c i t e d 

m a i l i n g s . 

A t t h e F e d e r a l Reserve B o a r d , we have made an assessment o f t h e 

e x t e n t t o w h i c h S t a t e member banks a r e f o l l o w i n g t h e s u g g e s t e d g u i d e l i n e s 

w i t h r e s p e c t t o c r e d i t c a r d p l a n s . On t h e w h o l e , t h e s e banks seem t o 

have e x e r c i s e d p rudence i n c r e d i t c a r d management. T h i s c o n c l u s i o n i s 

d e r i v e d f r o m a r e v i e w o f r e p o r t s o f e x a m i n a t i o n f o r 65 S t a t e member banks 

w i t h c r e d i t c a r d p l a n s . ! / 

W h i l e u n s o l i c i t e d m a i l i n g s were f o u n d t o have been t h e p r i n c i p a l 

means o f d i s t r i b u t i n g c a r d s , no s i g n i f i c a n t p rob lems we re u n c o v e r e d - -

1/ As o f June 30 , 1968, t h e r e were 64 S t a t e member banks w i t h 
c r e d i t c a r d p l a n s . On l a s t December 30 , t h e number was 65 , and 
i t was 93 on June 30 , 1969. S i n c e S t a t e member banks a r e examined 
once e a c h y e a r , t h e r e p o r t s on 65 banks p r o v i d e a l m o s t c o m p l e t e 
c o v e r a g e s i n c e t h e g u i d e l i n e s were recommended i n t h e l a t e summer 
o f 1968 . 
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c e r t a i n l y none o f t h e m a g n i t u d e o f t he d i f f i c u l t i e s s u r r o u n d i n g the 

Ch icago e p i s o d e o f l a t e 1966 and e a r l y 1967. N ine o f t h e 65 banks 

m a i l e d c a r d s on an u n s o l i c i t e d b a s i s w i t h o u t o b t a i n i n g adequate c r e d i t 

i n f o r m a t i o n on p o t e n t i a l c u s t o m e r s . 

O the r u n s a t i s f a c t o r y f e a t u r e s d r a w i n g comments o f examiners 

a re as f o l l o w s : 

P r o b l e m Number o f banks 

Lack o f c o n t r o l ove r u n i s s u e d ca rds 1 
I n e f f e c t i v e c o l l e c t i o n p o l i c i e s and p r a c t i c e s 3 
I n a d e q u a t e p r o c e d u r e s f o r r e c l a i m i n g c r e d i t c a r d s 

when a c c o u n t s became d e l i n q u e n t 2 
No p r e p r i n t e d e x p i r a t i o n d a t e s * 2 
Lack o f c o n t r o l on cus tomers e x c e e d i n g l i m i t s 4 
Customers n o t i n f o r m e d o f c r e d i t - c a r d l i m i t s 1 
Slow p r o c e s s i n g o f i t e m s 3 

I n each o f t hese i n s t a n c e s , t h e u n s a t i s f a c t o r y f e a t u r e s n o t e d 

by F e d e r a l Reserve bank examine rs were c o r r e c t e d by management where 

p rob lems e x i s t e d . S p e c i f i c a l l y , i n t h e n i n e cases i n v o l v i n g l a c k o f 

adequate c r e d i t i n f o r m a t i o n , p r a c t i c e s were changed p r o m p t l y , and such 

i n f o r m a t i o n i s now o b t a i n e d b e f o r e c a r d s a re g r a n t e d . 

An even s h a r p e r v i e w o f bank c r e d i t c a r d d i s t r i b u t i o n p r a c t i c e s 

i s p r o v i d e d by t h e r e s u l t s o f t h e s u r v e y u n d e r t a k e n by t h e F e d e r a l Reserve 

Banks i n Augus t t h i s y e a r . The s u r v e y c o v e r e d t h e p r a c t i c e s f o l l o w e d by 

F e d e r a l Reserve member banks w h i c h began bank c r e d i t c a r d p l a n s between 

June 30 , 1968, and t h e end o f Augus t 1969. The r e s u l t s a re summarized i n 

- P l a n s were e f f e c t i v e i n t h e 1 9 5 0 ! s , a n d no p rob lems have been 
e n c o u n t e r e d . 
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T a b l e 5 . S e v e r a l c o n s l u s i o n s can be drawn f r o m t h e i n f o r m a t i o n s u b m i t t e d . 

U n s o l i c i t e d m a i l i n g o f c a r d s i s used more o f t e n t h a n n o t i n s t a r t i n g new 

p l a n s ; b u t i n some F e d e r a l Reserve D i s t r i c t s , an a p p l i c a t i o n - t y p e sys tem 

i s a l s o used f r e q u e n t l y . I n most c a s e s , m a i l i n g l i s t s a r e c o m p i l e d f r o m 

p r e s e n t cus tomers o f t h e b a n k s , and t h e s e a r e s c r e e n e d b e f o r e c a r d s a re 

m a i l e d . I n t h r e e D i s t r i c t s ( C l e v e l a n d , R ichmond, and A t l a n t a ) , a few 

banks were r e p o r t e d t o have used o u t s i d e s o u r c e s ( s u c h as d i r e c t o r y 

s e r v i c e s , c r e d i t bu reaus o r c r e d i t r a t i n g f i r m s ) i n a d d i n g t o t h e i r m a i l -

i n g l i s t s - - w h i c h were composed p r i m a r i l y o f t h e i r own c u s t o m e r s . I n 

one case ( i n t h e Kansas C i t y D i s t r i c t ) , a bank was r e p o r t e d t o have used 

u n s o l i c i t e d m a i l i n g o f c a r d s t o l a u n c h i t s c r e d i t c a r d p l a n - - i n c l u d i n g 

t h e use o f names o b t a i n e d o u t s i d e t h e bank - - w i t h o u t s c r e e n i n g t h e l i s t s 

p r i o r t o m a i l i n g c a r d s t o p o t e n t i a l c u s t o m e r s . M o r e o v e r , i n t h a t case , 

r e p o r t e d l y no c r e d i t check i s made o f t h e a c c o u n t s u n t i l such t i m e as 

t h e a c c o u n t s became a c t i v e . 

Where i n f o r m a t i o n was a v a i l a b l e f r o m the F e d e r a l Reserve Bank 

s u r v e y , i t i n d i c a t e d t h a t p r e - m a i l e r s were g e n e r a l l y u s e d , as recommended i n t h e 

F e d e r a l Reserve g u i d e l i n e s . These p r e - m a i l e r s a d v i s e t h e cus tomer t h a t 

a c a r d i s b e i n g s e n t u n l e s s t h e cus tomer i n d i c a t e s t o t h e bank t h a t he 

w i s h e s h i s name removed f r o m t h e l i s t . I n t h i s way t h e cus tomer i s a b l e 

t o r e f u s e a c a r d b e f o r e i t i s s e n t . The p r e - m a i l e r a l s o h e l p s r e d u c e t h e 

p r o s p e c t o f f r a u d by a l e r t i n g t h e cus tomer t o e x p e c t t h e c a r d and a l s o 

i n f o r m s t h e bank o f changes i n a d d r e s s e s . D u r i n g a s i n g l e week t h i s summer, 
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f o r examp le , more t h a n 2 m i l l i o n bank c r e d i t c a r d s were m a i l e d i n 

New Y o r k when a new p l a n was adopted by a g roup o f t h r e e m a j o r b a n k s . 

The f a c t t h a t t hese c a r d s had been p receded by p r e - m a i l e r s u n d o u b t e d l y 

c o n t r i b u t e d t o h o l d i n g r e p o r t e d l o s s e s o r t h e f t s o f c a r d s d u r i n g t h i s 

m a i l i n g t o 250 c a s e s . 

On t h e o t h e r hand, t h e p r e - m a i l e r s t i l l p u t s t h e b u r d e n on 

t h e p o t e n t i a l c a r d r e c i p i e n t t o t a k e a p o s i t i v e s t e p t o s t o p t h e c a r d ' s 

a r r i v a l i f he does n o t wan t i t . T h i s i s one o f t h e r e m a i n i n g s o u r c e s 

o f c o m p l a i n t v o i c e d by consumers. An even more s e r i o u s c o m p l a i n t s tems 

f r o m t h e s e n d i n g o f c a r d s v i a r e g i s t e r e d m a i l i n a few i n s t a n c e s . So 

f a r o n l y a h a n d f u l o f banks have adop ted t h i s p r a c t i c e - - m a i n l y because t h e y 

c o n s i d e r i t t o be t o o c o s t l y t o t he bank . (One bank i s r e p o r t e d t o have 

s p e n t an average o f 80 c e n t s pe r m a i l i n g t o d i s t r i b u t e i t s c a r d s by 

r e g i s t e r e d m a i l . ) However , i n my p e r s o n a l o p i n i o n , t h e r e a l l y i m p o r t a n t 

o b j e c t i o n t o t h e use o f r e g i s t e r e d m a i l i n t h e d i s t r i b u t i o n o f u n s o l i c i t e d 

c r e d i t c a r d s i s t h e b u r d e n p l a c e d on consumers . S i n c e r e g i s t e r e d m a i l 

must be a c c e p t e d by a r e s p o n s i b l e p e r s o n a t t h e a d d r e s s i n d i c a t e d , i n 

many cases t h i s means t h a t t h e p o t e n t i a l c a r d h o l d e r mus t make a s p e c i a l 

e f f o r t t o p i c k up t h e l e t t e r a t h i s p o s t o f f i c e . No t i n f r e q u e n t l y t h i s 

means t a k i n g t i m e o f f f r o m work (many t i m e s w i t h o u t p a y ) , i n c u r r i n g t r a n s -

p o r t a t i o n c o s t s and o t h e r i n c o n v e n i e n c e s . C o n s e q u e n t l y , t h e a c t u a l c o s t t o 

p o t e n t i a l c a r d h o l d e r s may be s u b s t a n t i a l l y g r e a t e r t h a n t h a t b o r n e by 

t h e s e n d i n g bank . S i n c e t h e ma in o b j e c t i v e o f e m p l o y i n g t h e r e g i s t e r e d 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 1 2 -

m a i l t e c h n i q u e i s t o m i n i m i z e the exposu re o f banks t o f i n a n c i a l l o s s e s 

a s s o c i a t e d w i t h t h e d i s t r i b u t i o n o f i t s own c a r d t h r o u g h u n s o l i c i t e d 

m a i l i n g s , I p e r s o n a l l y f e e l t h a t t h e s h i f t i n g o f any p a r t o f t h i s c o s t 

t o p o t e n t i a l consumers i s e n t i r e l y u n w a r r a n t e d . 

A s i d e f r o m t h e above r e s e r v a t i o n s , i t appears t h a t p r e c a u t i o n s 

banks have t a k e n r e c e n t l y t o a v o i d p o t e n t i a l p rob lems w i t h c r e d i t c a r d 

m a i l i n g s a r e b e i n g h e l p f u l . I n t h e summer o f 1968, t h e Board d e c i d e d , 

a f t e r r e v i e w i n g t h e r e s u l t s o f t h e System Task Group S t u d y , t h a t t h e r e 

was no need t o ban u n s o l i c i t e d m a i l i n g s . T h a t p o s i t i o n has n o t changed. 

E a r l i e r t h i s month , t he F e d e r a l T rade Commiss ion h e l d h e a r i n g s 

on a p e n d i n g r e g u l a t i o n t h a t w o u l d f o r b i d t h e m a i l i n g o f c r e d i t c a r d s 

w i t h o u t t h e w r i t t e n r e q u e s t o r w r i t t e n c o n s e n t o f t h e r e c i p i e n t . Such 

m a i l i n g s w o u l d be d e s i g n a t e d as u n f a i r t r a d e p r a c t i c e s and u n f a i r 

c o m p e t i t i o n . Banks w o u l d n o t be c o v e r e d by t h i s p r o h i b i t i o n s i n c e t h e 

F e d e r a l T r a d e Commiss ion l a c k s j u r i s d i c t i o n o v e r t h e b a n k i n g sys tem. 

I f t h e F e d e r a l T rade Commiss ion d e c i d e s t o adop t t h i s r e g u l a t i o n , 

l e g i s l a t i o n t o p r o h i b i t t h e u n s o l i c i t e d m a i l i n g o f bank c r e d i t c a r d s 

u n d o u b t e d l y w o u l d be pushed. 

The B o a r d ' s p o s i t i o n has been and c o n t i n u e s t o be t h a t ( w h i l e 

t h e u n s o l i c i t e d m a i l i n g o f c r e d i t c a r d s by banks has i n v o l v e d some 

p r o b l e m s ) t h e r e have n o t been any deve lopmen ts t h u s f a r t h a t appear t o 

make F e d e r a l l e g i s l a t i o n n e c e s s a r y . W i t h r e s p e c t t o t h e e f f e c t o f 
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u n s o l i c i t e d d i s t r i b u t i o n s o f c r e d i t ca rds upon c o m p e t i t i o n , t h e Board 

has c o n c l u d e d t h a t t he p r o h i b i t i o n o f t h i s method o f i s s u a n c e o f ca rds 

w o u l d s e r i o u s l y hamper banks i n l a u n c h i n g c r e d i t c a r d p l a n s , t hus g i v i n g 

t h o s e banks a l r e a d y i n t h e f i e l d a p r o t e c t e d p o s i t i o n t h a t w o u l d d i s -

cou rage c o m p e t i t i o n . On Oc tober 9 , 1968, I t e s t i f i e d on b e h a l f o f 

t h e Board b e f o r e t h e Subcommi t tee on F i n a n c i a l I n s t i t u t i o n s o f t h e 

Sena te B a n k i n g and C u r r e n c y Commi t tee . I n my s t a t e m e n t , I s a i d : 

"Banks have f o u n d t h a t t h e most e f f e c t i v e way o f 

s t a r t i n g a new c r e d i t - c a r d p l a n i s t o m a i l a l a r g e number 

o f u n s o l i c i t e d c a r d s . T h i s i s n e c e s s a r y t o r e s o l v e 

s i m u l t a n e o u s l y t h e p r o b l e m o f h a v i n g enough s t o r e s 

s i g n e d t o t h e b a n k ' s p l a n t o make t h e c a r d u s e f u l t o 

consumers and o f h a v i n g s u f f i c i e n t p e o p l e u s i n g t h e c a r d 

t o make f o r m i n g t h e p l a n a t t r a c t i v e t o m e r c h a n t s . R e l i a n c e 

on t h e a l t e r n a t i v e method o f d e p e n d i n g upon a p p l i c a t i o n 

r e t u r n s e n t a i l s c o n s i d e r a b l e d e l a y s i n r e a c h i n g a p r o f i t a b l e 

vo lume o f b u s i n e s s , d e l a y s w h i c h may be u n a c c e p t a b l e when 

t r y i n g t o compete w i t h o t h e r b a n k s ' p l a n s . " 

I s t i l l b e l i e v e t h a t t h e o p p o r t u n i t y t o d i s t r i b u t e c r e d i t ca rds 

v i a u n s o l i c i t e d m a i l i n g s s h o u l d n o t be c l o s e d o f f . I b e l i e v e i t i s t o 

t h e c o u n t r y ' s advan tage t o keep t h e c o m p e t i t i v e c h a n n e l s open f o r t h e 

t housands o f banks t h a t have y e t t o e n t e r t h e c r e d i t c a r d f i e l d . On 
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t h e o t h e r hand , s e v e r a l f u r t h e r s t e p s need t o be t a k e n t o m i n i m i z e t h e 

r e m a i n i n g b u r d e n s on consumers . 

Customer L i a b i l i t y f o r F r a u d Losses 

The most c r i t i c a l r e m a i n i n g p r o b l e m i n v o l v e s cus tomer 

l i a b i l i t y f o r f r a u d l o s s e s i f he f a i l s t o r e c e i v e a c a r d . I t s h o u l d 

be r e c o g n i z e d t h a t t h i s i s n o t e n t i r e l y a p r o b l e m o f u n s o l i c i t e d 

m a i l i n g - - t h e same p r o b l e m c o u l d a r i s e f o r r e q u e s t e d c a r d s and 

r e n e w a l s o f e x i s t i n g c a r d s . I n a d d i t i o n , c a r d s can be and somet imes 

a r e f r a u d u l e n t l y u s e d a f t e r t h e cus tomer a c c e p t s t h e c a r d . 

W i t h r e g a r d t o t h e f i r s t t y p e o f f r a u d - - t h e u n a u t h o r i z e d 

u s e o f c a r d s s t o l e n b e f o r e t h e y a r e r e c e i v e d o r a c c e p t e d by t h e p r o p e r 

p e r s o n - - w e know t h a t mos t banks do n o t a t t e m p t t o c o l l e c t f r o m t h e 

i n t e n d e d r e c i p i e n t . I f t h e r e a r e banks w h i c h d o , a t l e a s t t h e Board 

i s n o t aware o f them. M o r e o v e r , i t seems e v i d e n t t h a t t h e y w o u l d have 

l e g a l d i f f i c u l t i e s . I n a d d i t i o n , t h e t r e n d i s f o r s t a t e s t o pass l aws 

s p e c i f i c a l l y e x e m p t i n g f r o m l i a b i l i t y t h e cus tomer who has n o t a c c e p t e d 

o r begun t o use an u n s o l i c i t e d c a r d . 

I n t h e case o f m i s u s e o f c a r d s s t o l e n o r l o s t a f t e r b e i n g 

a c c e p t e d by t h e c a r d h o l d e r , i t i s g e n e r a l l y t r u e t h a t t h e cus tomer has 

no l i a b i l i t y f o r f r a u d l o s s e s a f t e r t h e bank has been i n f o r m e d t h a t 

t h e c a r d i s l o s t o r s t o l e n . As f o r t h e l i a b i l i t y o f t h e c a r d h o l d e r 

p r i o r t o i n f o r m i n g t h e b a n k , t h e r e i s much more v a r i a t i o n i n banks 1 
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p o l i c i e s . Some banks seek t o c o l l e c t i n t hese cases f r o m t h e cus tomer 

f o r a l l l o s s e s o c c u r r i n g b e f o r e t h e bank i s n o t i f i e d . O t h e r s do n o t 

a t t e m p t t o c o l l e c t , even where t he cus tomer does n o t r e p o r t t h e l o s s 

o r t h e f t o f t h e c a r d . S t i l l o t h e r banks (and some S t a t e s t a t u t e s ) 

s p e c i f y an u p p e r l i m i t on t h e d o l l a r l i a b i l i t y o f t h e c u s t o m e r . 

The m a j o r i t y o f banks a p p a r e n t l y f o l l o w t h e p r a c t i c e o f 

a b s o r b i n g l o s s e s , b u t do n o t r e v e a l t h a t p o l i c y t o t h e i r c u s t o m e r s f o r 

f e a r t h e y m i g h t be u n d u l y c a r e l e s s i n t h e i r h a n d l i n g o f t h e c a r d . 

T h i s i s o f t e n t r u e even where t h e bank i n f o r m s t h e c u s t o m e r t h a t h i s 

l i a b i l i t y i s l i m i t e d t o $50 o r $100. These announced l i m i t s a r e 

p r i m a r i l y d e s i g n e d t o make t h e customer t a k e c a r e i n t h e h a n d l i n g o f 

t h e c a r d and t o s t i m u l a t e prompt r e p o r t i n g o f l o s t o r s t o l e n c a r d s . 

Thus , a c t u a l p o l i c y i s o f t e n much more l e n i e n t t h a n announced p o l i c y . 

I w o u l d l i k e t o see a l l banks i n f o r m t h e i r c u s t o m e r s o f t h e i r 

p o t e n t i a l l i a b i l i t y . I t i s p o s s i b l e t o do t h i s i n t h e l i t e r a t u r e 

accompany ing t h e c a r d , and a number o f banks have d e v e l o p e d s t a t e m e n t s 

w h i c h a c h i e v e t h i s o b j e c t i v e i n a s i m p l e , s t r a i g h t f o r w a r d manner . A t 

a minimum, announcements m a i l e d by banks s h o u l d r e a s s u r e c u s t o m e r s 

t h a t t h e y a r e n o t r e s p o n s i b l e f o r c a r d s s t o l e n b e f o r e t h e y a r e r e c e i v e d . 

Such announcements s h o u l d s p e c i f y what a c u s t o m e r ' s maximum l i a b i l i t y 

i s a f t e r a c c e p t a n c e o f t h e c a r d . Of c o u r s e , w h e t h e r a bank a c t u a l l y 

a t t e m p t s t o c o l l e c t i n f r e q u e n t l y , i f a t a l l , i s a d e c i s i o n f o r manage-

m e n t . Bu t u n c e r t a i n t y on t h e p a r t o f t h e cus tomer as t o t h e p o t e n t i a l 
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l i a b i l i t y w h i l e n o t as s u s c e p t i b l e t o advance d e t e r m i n a t i o n , i s i n 

r a t h e r t h e same c a t e g o r y as u n c e r t a i n t y abou t t r u e i n t e r e s t r a t e s . 

I n any e v e n t , f a i l u r e t o d i s c l o s e t h e t e rms o f l i a b i l i t y a r e no l o n g e r 

t o l e r a b l e s t a n d a r d s o f b u s i n e s s c o n d u c t f o r c a r d i s s u e r s . 

The q u e s t i o n o f l e g i s l a t i o n has a r i s e n on t h i s i s s u e , and 

i t may be h e l p f u l t o r e s t a t e t he comments I made l a s t Oc tobe r on b e h a l f 

o f t h e B o a r d b e f o r e t h e Subcommi t tee on F i n a n c i a l I n s t i t u t i o n s o f t h e 

Sena te Commi t tee on Bank ing and C u r r e n c y . The Board f e l t as a m a t t e r o f 

p r i n c i p l e ( 1 ) t h a t t h e e n t i r e b u r d e n o f l o s s a r i s i n g f r o m c a r d s s t o l e n 

b e f o r e b e i n g r e c e i v e d by t h e cus tomer s h o u l d r e s t e n t i r e l y on t h e i s s u e r 

and (2 ) a f t e r a c c e p t a n c e , t h e cus tomer c o u l d become l i a b l e f o r l o s s e s 

b e f o r e t h e bank i s i n f o r m e d , b u t t h e l i a b i l i t y on t h e cus tomer s h o u l d 

be l i m i t e d . The i s s u e r i s i n a much b e t t e r p o s i t i o n t o bea r l o s s e s and 

c o n t r o l them. I n any e v e n t , t h e cus tomer s h o u l d be c l e a r l y i n f o r m e d o f 

h i s l i a b i l i t y . 

The Board b e l i e v e s t h a t some l e g i s l a t i o n may be r e q u i r e d 

t o c l a r i f y t h e l i a b i l i t y q u e s t i o n and t o a c h i e v e u n i f o r m i t y o f 

t r e a t m e n t . I f a p p r o p r i a t e l e g i s l a t i o n i s e n a c t e d w i t h r e s p e c t t o 

c u s t o m e r l i a b i l i t y , t h e m a j o r p r o b l e m a s s o c i a t e d w i t h u n s o l i c i t e d 

m a i l i n g w i l l be s o l v e d . To be e f f e c t i v e and e q u i t a b l e , such l e g i s -

l a t i o n s h o u l d a p p l y t o o t h e r c r e d i t c a r d s , i n c l u d i n g t r a v e l and 

e n t e r t a i n m e n t c a r d s , g a s o l i n e company c a r d s and so on , as w e l l as t o 

bank c r e d i t c a r d s . The l e g i s l a t i o n m i g h t be a t e i t h e r t h e S t a t e o r 
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F e d e r a l l e v e l . I t i s n o t s e l f - e v i d e n t t h a t a F e d e r a l law i s needed - -

a l t h o u g h i t may be . I n s t a t e s such as I l l i n o i s w h i c h have laws on t h i s 

s u b j e c t , t h e l e g i s l a t i o n has a p p a r e n t l y had no a d v e r s e e f f e c t s on the 

banks 1 o p e r a t i o n s w h i l e h e l p i n g c l a r i f y t h e p o s i t i o n o f t h e c a r d h o l d e r . 

Ownersh ip o f Bank C r e d i t Cards 

I t has been e v i d e n t f o r q u i t e some t i m e t h a t t h e v a s t m a j o r i t y 

o f consumers a c c e p t bank c r e d i t c a r d s once t h e y a r e r e c e i v e d — a l t h o u g h 

t h e y may a c q u i r e them t h r o u g h u n s o l i c i t e d m a i l i n g s . M o r e o v e r , a s i z a b l e 

p r o p o r t i o n o f t h o s e r e c e i v i n g such c a r d s a c t u a l l y use them. I n c o n t r a s t , 

v e r y few p o t e n t i a l bank cus tomers seem p r e p a r e d t o i n i t i a t e a p p l i c a t i o n s 

f o r such c a r d s . 

To l e a r n more abou t t h e e x t e n t o f bank c r e d i t c a r d o w n e r s h i p , 

a q u e s t i o n was i n c l u d e d on t h e q u e s t i o n n a i r e used i n t h e F e d e r a l Reserve 

B o a r d ' s Su rvey o f Consumer Awareness o f C r e d i t Cos t s conduc ted i n June 

o f t h i s y e a r . T h i s S u r v e y , c o v e r i n g 5 , 1 5 0 h o u s e h o l d s , was u n d e r t a k e n 

m a i n l y t o p r o v i d e a benchmark measure o f consumer know ledge b e f o r e t he 

T r u t h i n L e n d i n g Law went i n t o e f f e c t on J u l y 1 , 1969. Q u e s t i o n s were 

d e s i g n e d p r i m a r i l y t o f i n d o u t t h e e x t e n t t o w h i c h consumers now know 

abou t t h e f i n a n c e cha rges and i n t e r e s t r a t e s on t h e i r v a r i o u s t y p e s o f 

consumer c r e d i t t r a n s a c t i o n s . The i n t e r v i e w i n g was c o m p l e t e d abou t J u l y 1 , 

b u t p r o c e s s i n g o f t h e c o m p l e t e r e s u l t s w i l l n o t be f i n i s h e d f o r a month o r s o . 

I n t h e mean t ime , p r e l i m i n a r y d a t a on t h e o w n e r s h i p o f bank c r e d i t ca rds 
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by e d u c a t i o n and income were d e v e l o p e d on t h e b a s i s o f a random sub -

sample o f 1 ,025 o f t h e 5 , 1 5 0 responses i n t h e S u r v e y . * The r e s u l t s 

a r e shown i n T a b l e 6 . 

These f i n d i n g s a r e by no means s u r p r i s i n g . Abou t o n e - q u a r t e r 

o f t h e t o t a l r e s p o n d e n t s had a bank c r e d i t c a r d . T h i s p r o p o r t i o n i n -

c r e a s e d s t e a d i l y as t h e l e v e l o f income and e d u c a t i o n r o s e . W h i l e o n l y 

o n e - s i x t h o f r e s p o n d e n t s w i t h g rade s c h o o l e d u c a t i o n s had bank c r e d i t 

c a r d s , t h e p r o p o r t i o n was 26 p e r c e n t f o r h i g h s c h o o l g r a d u a t e s and 32 

p e r c e n t f o r c o l l e g e g r a d u a t e s . Among t h o s e w i t h p o s t g r a d u a t e c o l l e g e 

e x p e r i e n c e , 48 p e r c e n t had a bank c r e d i t c a r d . 

W i t h r e s p e c t t o p e r s o n a l i ncome , t h e same t r e n d i s e v i d e n t . 

O n l y 7 p e r c e n t o f r e s p o n d e n t s w i t h incomes unde r $ 3 , 0 0 0 r e p o r t e d h a v i n g 

such a c a r d . I n t h e income range $ 5 , 0 0 0 - 7 , 9 9 9 , o n l y abou t o n e - f i f t h 

o f t h e h o u s e h o l d s r e p o r t e d h a v i n g a bank c r e d i t c a r d . I n t h e range 

$ 1 0 , 0 0 0 - 1 4 , 9 9 9 , t h e p r o p o r t i o n was 31 p e r c e n t . F o r t h o s e w i t h i n -

comes o v e r $ 1 5 , 0 0 0 t h e r a t i o reached 44 pe r c e n t . 

A g a i n , t h i s new e v i d e n c e on t h e o w n e r s h i p o f bank c r e d i t c a r d s 

r e i n f o r c e s t h e c o n c l u s i o n s r e a c h e d e a r l i e r : t h e A m e r i c a n p u b l i c t a k e n 

as a w h o l e has a c c e p t e d t h e c r e d i t c a r d as a u s e f u l i n n o v a t i o n i n b a n k i n g . 

Use P a t t e r n s and Economic I m p a c t o f Bank C r e d i t Cards 

I t i s becoming i n c r e a s i n g l y e v i d e n t t h a t c r e d i t e x t e n d e d t h r o u g h 

* S a m p l i n g e x p e r t s i n v o l v e d i n t h e Su rvey have g i v e n a s s u r a n c e t h a t t h e 
p r o p o r t i o n s shown f o r t h i s subsample p r o b a b l y w i l l n o t be v e r y much d i f f e r e n t 
f r o m t h o s e shown by t h e e n t i r e samp le . 
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bank c r e d i t c a r d s i s b e i n g used as a s u b s t i t u t e f o r some o t h e r fo rms o f 

c r e d i t . However , t h e r e i s no ev i dence s u g g e s t i n g t h a t t h e t o t a l amount 

o f bank c r e d i t ex tended t o consumers has a c c e l e r a t e d because o f t h e s p r e a d -

i n g use o f c a r d s . 

C r e d i t c a r d banks were t r a n s a c t i n g a somewhat l a r g e r p r o p o r t i o n 

o f t h e i r consumer i n s t a l m e n t b u s i n e s s t h r o u g h c r e d i t c a r d s a t t h e end o f 

1968 t h a n a y e a r e a r l i e r . A t t h e end o f l a s t y e a r , a b o u t o n e - t e n t h o f 

t h e i r i n s t a l m e n t c r e d i t was on c r e d i t c a r d s , compared w i t h s l i g h t l y l e s s 

t h a n o n e - t w e l f t h a t t h e c l o s e o f t h e p r e c e d i n g y e a r . N e a r l y a l l o f t h e 

c r e d i t c a r d r e c e i v a b l e s c o n t i n u e t o a r i s e f r o m r e t a i l s a l e s . I n s p i t e o f 

t h e f a c t t h a t many p l a n s o f f e r cash advances , such t r a n s a c t i o n s now a c c o u n t 

f o r l e s s t h a n o n e - s i x t h o f a l l c r e d i t c a r d l o a n vo lume and a p p e a r t o be 

d e c l i n i n g i n r e l a t i v e i m p o r t a n c e so f a r t h i s y e a r . (See T a b l e 7 . ) 

Consumer i n s t a l m e n t c r e d i t has i n c r e a s e d i n r e c e n t 

m o n t h s , b u t n o t as a p r o p o r t i o n o f t o t a l bank l o a n s . D u r i n g t h e l a s t 

two y e a r s o f r a p i d c r e d i t c a r d g r o w t h , consumer i n s t a l m e n t c r e d i t has 

a c c o u n t e d f o r o n l y o n e - s e v e n t h o f t h e b a n k s ' t o t a l l o a n p o r t f o l i o and 

c r e d i t c a r d r e c e i v a b l e s f o r l e s s t h a n one p e r c e n t . (See T a b l e 8 . ) I n 

s p i t e o f t h e marked i n c r e a s e i n c r e d i t c a r d o u t s t a n d i n g s , t o t a l h o l d i n g s 

a r e s t i l l t o o s m a l l r e l a t i v e t o b o t h consumer b o r r o w i n g and t o t a l bank 

b o r r o w i n g t o be o f g r e a t s i g n i f i c a n c e i n t h e r e c e n t e x p a n s i o n . 

I t appears t h a t t h e i n c r e a s e d use o f bank c r e d i t c a r d s has 

l e s s e n e d t o some e x t e n t consumers 1 r e l i a n c e on o t h e r t y p e s o f c r e d i t 
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c a r d p l a n s . Howeve r , because o f t h e a g g r e g a t e n a t u r e (and s e a s o n a l 

v a r i a b l i t y ) o f d a t a , i t i s d i f f i c u l t t o p i n p o i n t t h e degree o f sub -

s t i t u t i o n t h a t i s t a k i n g p l a c e . N e v e r t h e l e s s , t h e a v a i l a b l e s t a t i s t i c s 

do seem t o p o i n t i n t h i s d i r e c t i o n . (See T a b l e 9 . ) D u r i n g t h e 18 

months e n d i n g June 30 o f t h i s y e a r , t h e amount o u t s t a n d i n g unde r bank 

c r e d i t c a r d s more t h a n d o u b l e d , r i s i n g f r o m $800 m i l l i o n t o $ 1 . 7 b i l l i o n . 

I n c o n t r a s t , consumer o u t l a y s f i n a n c e d by t r a v e l and e n t e r t a i n m e n t c a r d s 

r e g i s t e r e d no g r o w t h a t a l l . On a y e a r - t o - y e a r b a s i s ( w h i c h p a r t l y 

e l i m i n a t e s s e a s o n a l f a c t o r s ) , d e p a r t m e n t s t o r e r e v o l v i n g c r e d i t o u t s t a n d -

i n g u n d e r c r e d i t c a r d p l a n s r o s e by a b o u t $200 m i l l i o n t h r o u g h t h e end o f 

l a s t J u n e . R e t a i l c h a r g e a c c o u n t s r o s e by $600 m i l l i o n be tween December 

1967 , and December 1968, b u t i n t h e t w e l v e months e n d i n g l a s t J u n e , t h e 

i n c r e a s e was o n l y $300 m i l l i o n . The y e a r - t o - y e a r i n c r e a s e i n t h e amount 

o u t s t a n d i n g u n d e r o i l company c r e d i t c a r d s was a l s o a b o u t $200 m i l l i o n . 

Thus f a r , t h e r e i s no c o n c l u s i v e e v i d e n c e t h a t c r e d i t c a r d s 

have t e n d e d t o r a i s e p r i c e s . W h i l e t h e r e t a i l e r i s f a c e d w i t h an e x t r a 

c o s t i n t h e f o r m o f t h e merchan t d i s c o u n t each t i m e a c r e d i t c a r d p u r -

chase i s made, i t does n o t f o l l o w t h a t t h e r e i s a n e t i n c r e a s e i n c o s t s 

o r t h a t t h e p u r c h a s e w o u l d have been made w i t h o u t a c a r d . To t h e e x t e n t 

c r e d i t c a r d s r e p l a c e h i g h - c o s t m e r c h a n t - o p e r a t e d c r e d i t p l a n s , t h e y r e d u c e 

c o s t s ; and t o t h e e x t e n t t h e y a t t r a c t c u s t o m e r s who w i s h t o buy on c r e d i t , 

t h e y g e n e r a t e i n c r e a s e d s a l e s w h i c h may o f f s e t any i n c r e a s e s i n c o s t s . 
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T h u s , a l t h o u g h t h e e v i d e n c e i s a d m i t t e d l y n o t c o n c l u s i v e , i t does sugges t 

t h a t c r e d i t c a r d s have n o t had - - and a t p r e s e n t m a g n i t u d e s a r e n o t l i k e l y 

t o have - - any n o t i c e a b l e i m p a c t on g e n e r a l p r i c e l e v e l s . 

T h e r e i s a l s o t h e q u e s t i o n o f w h e t h e r i n d i v i d u a l consumers 

m i g h t g e t d e e p l y i n t o d e b t because o f easy c r e d i t e x t e n d e d t h r o u g h t h e s e 

p l a n s . A g a i n i t i s d i f f i c u l t t o p o i n t t o a q u a n t i t a t i v e c o n c l u s i o n . The 

ave rage l i n e o f c r e d i t e x t e n d e d unde r c r e d i t c a r d p l a n s i s i n t h e n e i g h -

b o r h o o d o f $350 . T h i s i s n o t so h i g h as t o be a cause i n i t s e l f o f a 

cus tomer i n c u r r i n g e x c e s s i v e i n d e b t e d n e s s . I n a d d i t i o n , t h e c r e d i t 

s t a n d a r d s a i m a t m i d d l e - i n c o m e consumers who by and l a r g e can a f f o r d t o 

c o n t r a c t d e b t w i t h i n t h e a p p l i c a b l e l i m i t s . T h i s i s i n d i c a t e d a l s o by t h e 

p r e l i m i n a r y t a b u l a t i o n f r o m t h e B o a r d f s Su rvey o f Consumer Awareness o f 

C r e d i t C o s t s m e n t i o n e d above . W h i l e a b o u t o n e - f o u r t h o f t h e consumers 

c o v e r e d by t h i s Su rvey r e p o r t e d h a v i n g a bank c r e d i t c a r d , n e a r l y one -

h a l f had incomes o v e r $ 1 0 , 0 0 0 , and o n l y abou t o n e - t e n t h had incomes o f 

l e s s t h a n $ 5 , 0 0 0 . 

F i n a l l y , t h e r e i s no e v i d e n c e t h a t t h e use o f c r e d i t c a r d s i s 

c o n t r i b u t i n g s u b s t a n t i a l l y t o i n f l a t i o n a r y p r e s s u r e s . O n l y a s m a l l p a r t 

o f t h e g r o w t h i n consumer c r e d i t i n r e c e n t months can be a t t r i b u t e d t o 

t h e e x p a n s i o n o f bank c r e d i t c a r d p l a n s . 

E v o l v i n g S t r u c t u r e o f C r e d i t Card B a n k i n g : I m p l i c a t i o n s f o r P u b l i c P o l i c y 

The F e d e r a l R e s e r v e ! s s t u d y o f bank c r e d i t c a r d s p u b l i s h e d l a s t 

y e a r c o n c l u d e d t h a t t h e r e was no r e a s o n t o b e l i e v e t h a t t h e most w i d e l y - u s e d 
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sys tems r a i s e d any s e r i o u s q u e s t i o n s u n d e r t h e a n t i t r u s t l a w s . A t t h a t 

t i m e , t h e D e p a r t m e n t o f J u s t i c e had i n i t i a t e d a c t i o n s i n a few cases 

( i n v o l v i n g p o t e n t i a l l y a d v e r s e e f f e c t s on c o m p e t i t i o n o r r e q u i r e m e n t s 

t h a t m e r c h a n t s l i m i t t h e i r p a r t i c i p a t i o n t o one b a n k ' s p l a n ) . B u t , i n 

g e n e r a l , t h e r e was no s u g g e s t i o n t h a t s e r i o u s a n t i t r u s t p rob lems were on 

t h e h o r i z o n . The same c o n c l u s i o n seems w a r r a n t e d t o d a y . 

However , as t h e two n a t i o n a l i n t e r c h a n g e sys tems f o r bank 

c r e d i t c a r d s c o n t i n u e t o g row , t h e i m p l i c a t i o n s f o r a n t i t r u s t p o l i c y may 

become more i m p o r t a n t . As o f l a s t June 30 , c o m m e r c i a l banks w h i c h were 

members o f t h e s e two sys tems (BankAmer i ca rd and I n t e r b a n k ) h e l d a t o t a l 

o f $ 1 . 5 b i l l i o n o f c r e d i t c a r d o u t s t a n d i n g s ( T a b l e 1 0 ) . T h i s was 

90 pe r c e n t o f t h e t o t a l o u t s t a n d i n g s o f $ 1 . 7 b i l l i o n on t h a t d a t e . 

W h i l e t h e d e t a i l s d i f f e r somewhat be tween t h e two s y s t e m s , t h e 

scope o f t h e i r a c t i v i t i e s i s r e a s o n a b l y c o m p a r a b l e . W h i l e I n t e r b a n k has 

e n r o l l e d a somewhat g r e a t e r number o f c a r d - i s s u i n g b a n k s , BankAmer i ca rd 

( a t l e a s t as o f l a s t June) seems t o have e n l i s t e d a somewhat g r e a t e r 

p r o p o r t i o n o f t h e l a r g e b a n k s . T h i s i s s u g g e s t e d by t h e f a c t t h a t t h e 

amount o f o u t s t a n d i n g c r e d i t a v e r a g e d $ 3 . 6 m i l l i o n f o r banks i n t h e Bank-

A m e r i c a r d s y s t e m , compared w i t h $ 1 . 8 m i l l i o n f o r t h o s e i n t h e I n t e r b a n k 

s y s t e m . The number o f agency banks ( t h o s e w h i c h o f f e r a c r e d i t c a r d b u t 

do n o t c a r r y r e c e i v a b l e s on t h e i r own books ) i n t h e two sys tems was f a i r l y 

c l o s e - - 2 , 9 0 0 f o r B a n k A m e r i c a r d and 2 , 5 5 0 f o r I n t e r b a n k . BankAmer i ca rd 

member banks had 2 2 . 9 m i l l i o n c a r d h o l d e r a c c o u n t s , and I n t e r b a n k members 
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had 2 0 . 5 m i l l i o n . The two systems had abou t t h e same number o f m e r c h a n t 

members ( 4 5 0 , 0 0 0 ) . The amount o f o u t s t a n d i n g c r e d i t t o t a l e d $660 m i l l i o n 

f o r BankAmer i ca rd member banks and $900 m i l l i o n f o r t h o s e i n I n t e r b a n k . 

The ave rage amount o u t s t a n d i n g per a c t i v e a c c o u n t was v i r t u a l l y i d e n t i c a l 

f o r banks a s s o c i a t e d w i t h t h e two o r g a n i z a t i o n s - - $185 f o r B a n k A m e r i c a r d 

and $180 f o r I n t e r b a n k . 

I t may be t h a t t h e BankAmer icard and I n t e r b a n k sys tems soon 

w i l l have even more banks s i g n e d up . As t h i s o c c u r s , w h i c h seems l i k e l y 

f r o m t h e a n t i t r u s t l aw s t a n d p o i n t , i t wou ld be i m p o r t a n t t h a t t h e two 

sys tems c o n t i n u e t o r e m a i n open f o r new banks t o j o i n . 

The mere f a c t t h a t t h e two i n t e r c h a n g e sys tems a r e a t t r a c t i n g 

more and more banks i s n o t t h e c r i t i c a l q u e s t i o n u n d e r p r e s e n t F e d e r a l 

a n t i t r u s t s t a t u t e s , b u t r a t h e r how t h e i n t e r c h a n g e g r o u p s e x e r c i s e t h e 

power a c q u i r e d , as i t w e r e , t h r o u g h " b i g n e s s I t may be r e c a l l e d t h a t 

t h e A s s o c i a t e d Press ( w h i c h a l s o r u n s an i n t e r c h a n g e sys tem) had a n t i t r u s t 

t r o u b l e s i n t h e 1 9 4 0 ' s . These d i d n o t a r i s e j u s t because i t was t h e news-

g a t h e r i n g agency f o r more t h a n 1 ,200 s u b s c r i b i n g member n e w s p a p e r s , b u t 

because o f u n r e a s o n a b l e r e s t r i c t i o n s on a d m i s s i o n s o f new members and 

o t h e r a n t i c o m p e t i t i v e r e s t r i c t i o n s ( s u c h as e x c l u s i v e d e a l i n g a r r a n g e -

ments ) b i n d i n g on t h e s u b s c r i b i n g newspapers . 

A q u e s t i o n t h a t t h u s f a r has been more t h e o r e t i c a l t h a n 

p r a c t i c a l i s w h e t h e r nonbank i n s t i t u t i o n s s h o u l d be a b l e t o j o i n bank 

c r e d i t c a r d sys tems . The two m a j o r systems c u r r e n t l y do n o t have n o n -

bank members. 
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D u r i n g t h e p r e p a r a t i o n o f t h e F e d e r a l R e s e r v e ' s bank c r e d i t 

c a r d s t u d y i n 1 9 6 7 - 6 8 , t h e m a t t e r o f ! , nonbank e n t r y 1 1 was d i s c u s s e d , b u t 

i t was n o t p r e s s e d . However , i f s m a l l , nonbank c r e d i t c a r d s f i n d i t 

d i f f i c u l t t o meet t h e c o m p e t i t i o n o f bank c a r d s i n t h e f u t u r e , t h e q u e s t i o n 

o f nonbank e n t r y i n t o n a t i o n w i d e i n t e r c h a n g e sys tems may t a k e on some 

i m p o r t a n c e . 

W h e t h e r c r e d i t c a r d o p e r a t i o n s , e s p e c i a l l y t h o s e u n d e r Bank-

A m e r i c a r d and I n t e r b a n k , o u g h t t o be l i k e n e d t o p u b l i c u t i l i t i e s has 

o c c u r r e d t o some o b s e r v e r s . Whether t h i s i s a p r o p e r c o m p a r i s o n r e m a i n s 

open . To b e g i n w i t h , i n some r e s p e c t s t h e r e g u l a t i o n o f b a n k i n g t o d a y i s 

much l i k e p u b l i c u t i l i t y r e g u l a t i o n , e x c e p t f o r r a t e r e g u l a t i o n . A s i d e f r o m 

u s u r y and s i m i l a r s t a t u t e s , t h e p e r m i s s i b l e i n t e r e s t cha rges on l o a n s a r e n o t 

r e g u l a t e d . I n a d d i t i o n , t h e r e appears t o be no l e g a l o b l i g a t i o n f o r c a r d -

i s s u i n g banks t o s e r v e a l l a p p l i c a n t s f o r s e r v i c e i n t h e sense t h a t such 

an o b l i g a t i o n has d e v e l o p e d i n t h e p u b l i c u t i l i t y f i e l d f o r w a t e r 

c o m p a n i e s , t e l e p h o n e compan ies , and t h e l i k e . Banks t h a t have i s s u e d 

c r e d i t c a r d s - - i n c l u d i n g banks i n n a t i o n a l c a r d i n t e r c h a n g e sys tems - - a r e 

i n d i v i d u a l c o m p e t i t i v e u n i t s . The s a l e o f c r e d i t may be an i n d i s p e n s a b l e 

s e r v i c e , b u t a t p r e s e n t i t i s n o t m o n o p o l i z e d , a l t h o u g h we may be mov ing 

i n t h e d i r e c t i o n o f f ewer b a n k i n g i n s t i t u t i o n s . The c r e d i t c a r d d e v i c e , 

p l u s c o m p u t e r s , may move us f a s t e r on t h a t c o u r s e t h a n i n e a r l i e r p e r i o d s , 

h o w e v e r . 
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W h i l e v i e w s on t h e m a t t e r may d i f f e r , as i n d i c a t e d above, some 

m i g h t f e e l t h a t t h e deve lopmen t and g r o w t h o f c r e d i t c a r d i n t e r c h a n g e 

a r rangemen ts sugges t t h e a d v i s a b i l i t y o f u t i l i t y - t y p e r e g u l a t i o n . For 

examp le , i n t e r s t a t e bank c r e d i t c a r d i n t e r c h a n g e systems m i g h t be made 

e x p r e s s l y p e r m i s s i b l e b u t o n l y under a F e d e r a l l i c e n s i n g p r o c e d u r e . The 

p r a c t i c e s o f any such sys tem, i n c l u d i n g t h o s e o f t h e c a r d - i s s u i n g banks , 

w o u l d be s u b j e c t t o r e g u l a t o r y s t a n d a r d s p r e s c r i b e d by t h e F e d e r a l l i c e n s i n g 

a u t h o r i t y , w h i c h m i g h t be r e s p o n s i b l e a l s o f o r p r e s c r i b i n g maximum p e r -

m i s s i b l e f i n a n c e cha rges f o r c a r d h o l d e r s and maximum p e r m i s s i b l e d i s c o u n t s 

on o t h e r c o s t s f o r merchan ts and o t h e r conce rns p a r t i c i p a t i n g i n a ca rd 

w i t h an i n t e r c h a n g e a r r a n g e m e n t . R e g u l a t o r y s t a n d a r d s c o u l d be d e v i s e d t o 

a s s u r e , among o t h e r t h i n g s , t h e e n t r y o f new banks and a c c e p t a n c e o f new 

c a r d h o l d e r s on e q u i t a b l e , n o n d i s c r i m i n a t o r y b a s e s . 

The t h e o r y - - and r e a l i t y - - o f such an app roach , o f c o u r s e , wou ld 

depend on w h e t h e r t h e bank c r e d i t c a r d i n t e r c h a n g e a r r a n g e m e n t s were app roach -

i n g monopo ly p r o p o r t i o n s . I n t h i s p o s t u r e , t h e t endency f o r u n i f o r m 

p r a c t i c e s w o u l d seem t o i n c r e a s e , as m i g h t t h e l i k e l i h o o d o f o p e r a t i n g 

t e c h n i q u e s n o t c o n d u c i v e t o t h e p u b l i c i n t e r e s t . C r e d i t b e i n g v i r t u a l l y 

an i n d i s p e n s a b l e s e r v i c e , and t h e advan tages o f i n t e r c h a n g e a r rangements 

b e i n g wha t t h e y a re t o t h e b a n k s , t h e i r c a r d h o l d e r s , and p a r t i c i p a t i n g 

b u s i n e s s e s , a t l e a s t some o f t h e b a s i c f e a t u r e s f o r t h e a p p l i c a t i o n o f a 

u t i l i t y - t y p e c o n t r o l w o u l d seem t o be p r e s e n t . 

As w i l l be n o t e d , such an app roach as o u t l i n e d g e n e r a l l y above 

i g n o r e s t h e gas and o i l c a r d s , t h e T and E c a r d s , and o t h e r ca rds i s s u e d 
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by nonbanks . I t w i l l be a l o n g t i m e , i f e v e r , b e f o r e t h e s e c a r d s 

a r e d i s p l a c e d by bank c a r d s . I n t h e mean t ime , t h e U t i l i t y - t y p e c o n t r o l 

l i m i t e d t o bank c a r d i n t e r c h a n g e sys tems m i g h t seem u n f a i r and opposed 

on t h i s g r o u n d . 

B r i e f l y , howeve r , i t seems f a i r t o c o n c l u d e t h a t , f o r t h e t i m e 

b e i n g , and so l o n g as BankAmer i ca rd and I n t e r b a n k o p e r a t e as t h e y do now, 

i t i s u n l i k e l y t h a t any a n t i t r u s t i s s u e s w i l l be r a i s e d . B u t , i f e i t h e r 

o f t h o s e two sys tems - - o r any o t h e r bank c r e d i t c a r d p l a n , f o r t h a t m a t t e r - -

s h o u l d i n i t i a t e r e s t r i c t i v e , a n t i c o m p e t i t i v e a r r a n g e m e n t s , t h e a n t i t r u s t 

l aws c o u l d be e x p e c t e d t o be i n v o k e d . An example o f such a r e s t r i c t i o n 

w o u l d be t h a t used one t i m e by a bank w h i c h p r o h i b i t e d any m e r c h a n t t h a t 

s i g n e d up w i t h t h a t b a n k ' s c a r d f r o m s i g n i n g up a l s o w i t h a n o t h e r c r e d i t 

c a r d i s s u e r . T h i s p r a c t i c e was s t o p p e d by a c o n s e n t d e c r e e f o l l o w i n g an 

a n t i t r u s t c h a l l e n g e by t h e Depa r tmen t o f J u s t i c e . 

F i n a l l y , t h e key l e s s o n i s t h a t b a n k i n g i n s t i t u t i o n s ( o r any 

o t h e r g r o u p ) p o s s e s s i n g s u b s t a n t i a l m a r k e t power must be e s p e c i a l l y a l e r t 

n o t t o a c t o p p r e s s i v e l y o r u n r e a s o n a b l y . So f a r , t h e e x i s t i n g i n t e r c h a n g e 

sys tems f o r bank c r e d i t c a r d s seem t o be m e e t i n g t h i s s t a n d a r d o f r e s p o n s i b l e 

b e h a v i o r . 
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T a b l e 1. 

C r e d i t Card P l a n s b y C l a s s o f Bank 

(Amounts i n m i l l i o n s o f d o l l a r s ) 

A l l banks N a t i o n a l banks S t a t e member 
banks 

Nonmember 
banks 

Number 
h a v i n g 
p l a n s 

Amount 
o u t s t a n d -

i n g 

Number 
h a v i n g 
p l a n s 

Amount 
o u t s t a n d -

i n g 

Number 
h a v i n g 
p l a n s 

Amount 
o u t s t a n d -

i n g 

Number 
h a v i n g 
p l a n s 

Amount 
o u t s t a n d -

i n g 

September 3 0 , 1967 -^ 197 633 119 496 34 100 44 37 

2 / 
December 3 0 , 1 9 6 7 - 390 828 187 636 50 145 153 47 

June 3 0 , 1968~ / 416 953 219 731 64 170 133 52 

2 / 
December 3 1 , 1 9 6 8 - ' 510 1 , 3 1 2 272 1 , 0 1 9 65 210 173 83 

June 30 , 1969-^ 699 1 ,705 359 1 ,317 93 275 247 113 

JL/ F e d e r a l Reserve s t u d y , Bank C r e d i t - C a r d and C h e c k - C r e d i t P l a n s , J u l y 1968. 
2/ F e d e r a l D e p o s i t I n s u r a n c e C o r p o r a t i o n , R e p o r t o f C a l l . 
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T a b l e 1. 

Bank C r e d i t - C a r d and C h e c k - C r e d i t P l a n s , 1968 1 / 
(Amounts i n m i l l i o n s o f d o l l a r s ) 

O u t s t a n d i n g s Ex tended Repa id 
end o f month d u r i n g month d u r i n g month 

C r e d i t Check C r e d i t Check C r e d i t Check 
c a r d c r e d i t c a r d c r e d i t c a r d c r e d i t 

J a n u a r y 815 531 147 85 139 71 
F e b r u a r y 817 543 120 78 118 66 
March 822 549 125 76 120 70 
A p r i l 859 570 158 95 121 74 
May 878 586 152 97 133 81 
June 914 600 155 93 119 79 
J u l y 945 622 172 103 141 81 
A u g u s t 983 644 175 103 137 81 
Sep tember 1 , 0 2 4 665 176 105 135 84 
O c t o b e r 1 , 0 6 6 687 195 111 153 89 
November 1 , 1 1 1 694 188 98 143 91 
December 1 , 2 6 5 739 318 134 164 89 

1969 
J a n u a r y 1 , 2 9 2 762 228 125 201 102 
F e b r u a r y 1 , 3 2 1 769 190 113 161 106 
March 1 , 3 4 1 782 219 120 199 107 
A p r i l 1 , 4 5 7 814 270 147 154 115 
May 1 , 5 4 1 834 277 137 193 117 
June 1 , 6 3 1 859 299 138 209 113 
J u l y 1 , 7 0 0 880 319 135 250 114 

1 / D a t a f o r r e p o r t i n g banks r e p r e s e n t i n g a p p r o x i m a t e l y 95 p e r c e n t o f t h e 
d o l l a r v o l u m e o f bank c r e d i t - c a r d and c h e c k - c r e d i t o u t s t a n d i n g s . 
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T a b l e 1. 

Bank C r e d i t Card P l a n s by F e d e r a l Reserve D i s t r i c t 
A l l Commerc ia l Banks 

(Amounts i n m i l l i o n s o f d o l l a r s ) 

F e d e r a l Reserve 
D i s t r i c t 

September 3 0 , 1967 December 31 , 1967 June 30 , 1968 December 3 1 , 1968 
F e d e r a l Reserve 

D i s t r i c t 
Number 

o f f e r i n g 
p l a n 

Amount 
o u t s t a n d -

i n g 

Number 
o f f e r i n g 

p l a n 

Amount 
o u t s t a n d -

i n g 

Number 
o f f e r i n g 

p l a n 

Amount 
o u t s t a n d -

i n g 

Number 
o f f e r i n g 

p l a n 

Amount 
o u t s t a n d -

i n g 

B o s t o n 14 21. 8 16 2 7 . 9 20 36. 9 21 5 7 . 5 
New York 16 64. 8 23 109 .5 27 120. 4 20 155 .3 
P h i l a d e l p h i a 6 12. 3 10 1 1 . 2 12 14. 0 9 2 5 . 4 

C l e v e l a n d 6 26. 9 14 3 1 . 2 26 36 . 1 48 6 3 . 7 
Richmond 5 28 . 2 13 3 8 . 9 15 47. 4 28 92. 7 
A t l a n t a 20 30 . 6 43 4 0 . 0 39 48. 9 53 99 .5 

Ch i cago 35 126. 2 86 153 .2 92 153. 0 107 181 .6 
S t . L o u i s 10 12. 3 36 2 2 . 2 39 26. 2 57 5 2 . 8 
M i n n e a p o l i s 5 • 1 25 1 . 8 24 1. 4 11 1 . 0 

Kansas C i t y 6 6. 4 19 1 0 . 2 15 12. 3 19 3 2 . 5 
D a l l a s 7 8 . 1 22 1 2 . 4 21 21. 0 22 18. 9 
San F r a n c i s c o 67 295. 3 83 3 6 9 . 9 86 435. 3 115 5 3 0 . 6 

A l l d i s t r i c t s 197 633. 0 390 8 2 8 . 4 416 952. 9 510 1 , 3 1 1 . 5 
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T a b l e 4 . G row th o f Bank C r e d i t Card P l a n s 
i n S e l e c t e d F e d e r a l Rese rve D i s t r i c t s 
(Number o f Banks) 

Fed 
D is 

1 . 

l e r a l Rese rve Ban 
t r i c t y J 

B o s t o n 

k s w i t h P l a n s 
une 30 , 1968 

20 

Banks S t a r t i n g P l a n s 
J u l y 1968 - A u g u s t 196 

6 

P e r c e n t a g e I n c r e a s e 
9 S i n c e June 1968 

30 
2 . New Y o r k 27 22 82 
3 . P h i l a d e l p h i a 12 0 0 
4 . C l e v e l a n d 26 26 100 
5 . R ichmond 15 52 346 
6 . A t l a n t a 39 75 192 
7 . Ch i cago 92 5 5 

10. Kansas C i t y 15 18 120 
11. D a l l a s 21 16 76 
12. San F r a n c i s c o 86 21 24 

T o t a l : S e l e c t e d 
D i s t r i c t s 

353 241 68 

JL/ I n f o r m a t i o n on new bank c r e d i t c a r d p l a n s s t a r t e d i n 
t h e S t . L o u i s (8 ) and M i n n e a p o l i s (9) D i s t r i c t s was i n c o m p l e t e 
and c o u l d n o t be u s e d i n t h i s t a b u l a t i o n . 
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Tab le 1. 

Bank P r a c t i c e s i n t h e D i s t r i b u t i o n 
o f C r e d i t Ca rds , By F e d e r a l 

Reserve D i s t r i c t 

F e d e r a l Reserve 
D i s t r i c t 1/ 

Number o f 
Banks S t a r t i n g 

P l a n s , J u l y , 1968-
A u g u s t , 1969 

Use o f 
U n s o l i c i t e d 

M a i l i n g 

Use o f 
O u t s i d e 

L i s t s 
Use o f 

P r e - m a i l e r s 

1. B o s t o n 6 A l l None A l l 

2 . New Y o r k 22 V i r t u a l l y a l l None Mos t 

3 . P h i l a d e l p h i a 0 - - - - - -

4 . C l e v e l a n d 26 Most Few Most 

5 . Richmond 52 V i r t u a l l y a l l Few Mos t 

6 . A t l a n t a 75 Most Few N . A . 

7 . Ch i cago 5 A l l None N . A . 

10. Kansas C i t y 18 Most One N . A . 

11. D a l l a s 16 Mos t None Mos t 

12. San F r a n c i s c o 21 Some None Some 

1 / I n f o r m a t i o n on new bank c r e d i t c a r d p l a n s s t a r t e d i n t h e S t . L o u i s (8 ) 
and M i n n e a p o l i s (9 ) D i s t r i c t s was i n c o m p l e t e and c o u l d n o t be used i n t h i s 
t a b u l a t i o n . 

N . A . No t A v a i l a b l e 
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T a b l e 6 . 

Ownersh ip o f Bank C r e d i t C a r d s , 

J u n e , 1969 

S e l e c t e d H o u s e h o l d Househo lds i n Has Bank Does No t Have 
C h a r a c t e r i s t i c s Subsample C r e d i t ' Card Bank C r e d i t Card 

Number Per Number Per Number P e r 
Cent Cent Cent 

T o t a l R e s p o n s e s * 1 ,025 100 .0 258 2 5 . 2 767 7 4 . 8 

E d u c a t i o n L e v e l 
Grade s c h o o l o r l e s s 177 100 .0 29 1 6 . 4 148 8 3 . 6 
Some h i g h s c h o o l 224 100 .0 42 1 8 . 8 182 8 1 . 2 
G r a d u a t e d h i g h 

s c h o o l 312 100 .0 81 2 6 . 0 231 7 4 . 0 
Some c o l l e g e 142 100 .0 43 3 0 . 3 99 6 9 . 7 
G r a d u a t e d c o l l e g e 104 100 .0 33 3 1 . 7 71 6 8 . 3 
P o s t - g r a d u a t e 

c o l l e g e 60 100 .0 29 4 8 . 3 31 5 1 . 7 

Income L e v e l 
L e s s t h a n $ 3 , 0 0 0 128 100 .0 9 7 . 0 119 9 3 . 0 
$ 3 , 0 0 0 - 4 , 9 9 9 122 100 .0 22 1 8 . 0 100 8 2 . 0 
$ 5 , 0 0 0 - 7 , 999 244 100 .0 48 19 .7 196 8 0 . 3 
$ 8 , 0 0 0 - 9 , 9 9 9 170 100 .0 50 2 9 . 4 120 70 .6 
$ 1 0 , 0 0 0 - 14 ,999 179 100 .0 56 3 1 . 3 123 6 8 . 7 
Over $ 1 5 , 0 0 0 124 100 .0 55 4 4 . 4 69 5 5 . 6 

S o u r c e : P r e l i m i n a r y r e s u l t s f r o m F e d e r a l Reserve Board Su rvey o f Consumer 
Awareness o f C r e d i t C o s t s . 

* N o t e : Sum o f t h e rows does n o t add t o t o t a l row due t o " n o a n s w e r s " t o 
some o f t h e s p e c i f i c q u e s t i o n s . 
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T a b l e 7. C r e d i t Ex tended on C r e d i t Card P l a n s 1 / 
(Amounts i n m i l l i o n s o f d o l l a r s ) 

1968 1969 

C r e d i t ex tended Cash advances 
as p e r c e n t a g e 

o f t o t a l 

C r e d i t e x t e n d e d Cash advances 
as p e r c e n t a g e 

o f t o t a l T o t a l 
R e t a i l 

pu rchases 
Cash 

advances 

Cash advances 
as p e r c e n t a g e 

o f t o t a l T o t a l R e t a i l 
pu rchases 

1 Cash 
| advances 

Cash advances 
as p e r c e n t a g e 

o f t o t a l 

J a n . 147 123 24 16 228 195 33 14 
F e b . 120 97 23 19 190 157 33 17 
Mar . 125 102 23 18 219 181 38 17 

A p r . 158 127 31 20 270 220 50 19 
May 152 126 26 17 277 235 42 15 
June 155 126 29 19 299 254 45 15 

J u l y 172 139 33 19 319 269 50 16 
Aug . 175 141 34 19 
S e p t . 176 145 31 18 

O c t . 195 163 32 16 
Nov. 188 159 29 15 
Dec . 318 275 43 14 

2 , 0 8 1 1 ,723 358 17 

1/ Da ta f o r r e p o r t i n g banks w h i c h r e p r e s e n t a p p r o x i m a t e l y 95 p e r c e n t o f t h e d o l l a r vo lume o f bank c r e d i t -
c a r d o u t s t a n d i n g s . 
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T a b l e 8 . 

Commerc ia l Bank Loans O u t s t a n d i n g - A l l Commerc ia l Banks 

End 
o f month 

T o t a l 
l o a n s , n e t 1 / 

B i l l i o n s 
T o t a l 

consumer 
c r e d i t 

o f d o l l a r s 
Consumer 

i n s t a l m e n t 
c r e d i t 

C r e d i t 
c a r d 

c r e d i t 

Per( 
T o t a l 

consumer 
c r e d i t 

r en tage o f t o t a l 
Consumer 

i n s t a l m e n t 
c r e d i t 

l o a n s 
C r e d i t 

c a r d 
c r e d i t 

September 1967 2 2 4 . 8 3 9 . 7 3 2 . 4 . 6 1 7 . 6 14 .4 0 . 3 

December 1967 2 3 5 . 2 4 0 . 0 32 .7 . 8 17 .0 13 .9 0 . 3 

June 1968 2 4 3 . 2 4 2 . 1 3 4 . 6 1 . 0 1 7 . 3 14 .2 0 . 4 

December 1968 262 .6 4 4 . 9 3 7 . 0 1 . 3 1 7 . 1 1 4 . 1 0 . 5 

June 1969 2 7 3 . 5 4 6 . 9 3 8 . 9 1 . 7 1 7 . 1 14 .2 0 . 6 

1 / I n c l u d i n g v a l u a t i o n r e s e r v e s . 
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T a b l e 1. 

C r e d i t Card P lans 
(Amount o u t s t a n d i n g - I n b i l l i o n s o f d o l l a r s ) 

Type o f C r e d i t December 31 , 
1967 

June 3 0 , 
1968 

December 31, 
1968 

June 3 0 , 
1969 

Bank c r e d i t c a r d s 1 / . 8 1 . 0 1 . 3 1 . 7 

O i l companies 2 / 1 . 0 1 . 1 1 . 2 1 . 3 

Depa r tmen t s t o r e r e v o l v i n g c r e d i t 3 . 5 3 . 6 3 . 7 3 . 8 

R e t a i l c h a r g e a c c o u n t s r 5 . 9 5 . 3 6 . 5 5 . 6 

T r a v e l and e n t e r t a i n m e n t c a r d s 2/ . 1 . 1 . 1 . 1 

A l l o t h e r 3 / r . 2 . 2 . 2 . 2 

A l l t y p e s 11 .5 1 1 . 3 1 3 . 0 1 2 . 7 

r - r e v i s e d 
1/ E x c l u d e s check c r e d i t p l a n s . 
2 / Consumer p o r t i o n o n l y . 
3 / I n c l u d i n g l a r g e i n d e p e n d e n t c r e d i t c a r d f i r m s and r e v o l v i n g c r e d i t a c c o u n t s 

o f n o n d e p a r t m e n t s t o r e s . 
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T a b l e 10• 

C r e d i t Card A c t i v i t i e s o f S e l e c t e d I n t e r c h a n g e Systems 

June 3 0 , 1969 

Type o f A c t i v i t y 

Number o f c a r d - i s s u i n g banks 
Number o f a g e n c y banks 

B a n k A m e r i c a r d 

185 
2 , 9 0 0 

I n t e r b a n k 

500 
2 , 5 5 0 

Number o f m e r c h a n t c a r d h o l d e r 
a c c o u n t s 2 2 . 9 m i l . 20 .5 m i l . 

Number o f m e r c h a n t members 4 5 0 , 0 0 0 4 5 0 , 0 0 0 

Amount o f o u t s t a n d i n g c r e d i t $660 m i l . $900 m i l . 

A v e r a g e amount o u t s t a n d i n g 
p e r a c t i v e a c c o u n t $185 $180 
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