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Consumer Payment Survey

« Study of consumers’ behavior and attitudes toward payment methods -- checks and
“electronics” (credit and debit cards, ACH, internet banking, and stored value
cards).

 Central purpose was to learn about consumers’ payment behavior and its
implications for payment system, especially checks.

» Federal Reserve System employees surveyed in June, 2004. Response rate of 24%
(5344) via Boston Fed’s Intranet (5110) and hard copy (234). Due to technical
difficulties, the number of valid responses is 4633 (21%).

* FR System employees are not representative consumers. Respondents are
similar ages to entire Bank staff, but are older, have larger incomes, and are more
educated than U.S. public. Bank employees also have a better understanding, on
average, of payment system issues.

« For more details, see “A Survey of Consumer Payment Behavior” by Marques
Benton, Krista Blair, Marianne Crowe and Scott Schuh, Federal Reserve Bank of
Boston Public Policy Discussion Paper, forthcoming.

» Please direct questions and comments to Scott Schuh or David Brown, FRB Boston
Research Department
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Most respondents are the primary bill payers in
their household

None
1%

* How much responsibility do you
have for paying bills and making
purchases for your household?

Number of Respondents = 4597
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Nearly all respondents have a checking account but
only half earn interest

« Do you have a checking e Does your primary checking
account? account earn interest?

Number of Respondents =4550 (#2), 4524 (#3)



SYSTEM RESPONSES FRB Boston Consumer Payment Survey

Almost one-third of the respondents would write
fewer checks If they lost their “float”

e Would you use fewer checks to
pay for purchases if money was
withdrawn from your checking
account the same day you wrote
the check?

Number of Respondents = 4507
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FRB Boston Consumer Payment Survey

Most respondents are not concerned about
receiving their canceled checks back

* For your primary checking account,
does your financial institution return

your canceled checks to you?

Number of Respondents = 4536 (#5) and 4527 (#6)

How important is it to receive your
canceled checks back?

Very
important
1%

Somewhat
Important

Not 21%
important
68%
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Few respondents would alter checking behavior if
canceled checks were not returned,
and almost all would accept an image

« How would your checking « How willing would you be to
behavior change if your financial receive an image copy (either
Institution stopped sending your paper or electronic) of the front of
canceled checks back? your check instead of receiving

canceled checks?

Reduce Eliminate check

check usage usage
6% 1% 2 100- Somewhat willing
Change k5 « 20%
institutions S
7% g
o
/ :
()
g
3
Would ~_ g
change
0 g Would not
(14 /0) Change Willing Not willing

Number of Respondents = 4367 (#7), 4399 (#8)
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If not willing to receive either a paper or
electronic copy image of your cancelled
check, why not?

Reason Number of responses Percent of respondents
1 Don’t need/want them 30 8
2 Want copies of both sides, not just front 24 7
3 Too much paper 21 6
4 Concerns about theft/errors 13 4
5 Want the original check back 9 2

Number of Respondents = 364
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Traditional payment methods are still most commonly
used by respondents

e For each method, do you ever use it?

80% - § §
60% - \ \
\ No
_ M Yes
40% 72.5 67.7
20% - /
O% ] T T T
Checks Credit ACH Debit Online Stored
Cards Cards Banking Value

Cards
Total Respondents=4557 (checks), 4524 (credit), 4493 (ACH), 4444 (debit), 4436 (online banking), 4272 (SVC)
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But checks only account for less than
one-third of all payment transactions

Online Stored value

banking cards

9% 306 Checks

* For each method, estimate the ACH 30%

number of payment transactions 8%
you make in a typical month.

Debit
cards
27%

Credit
cards
24%

Number of Respondents = 4444
Number of Payments = 156,935
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Debt, costs, and vulnerability limit the use of

e If you DO NOT use credit
cards, why not?

Record Other
keeping
5%
Privacy
9%

Debt
38%

Theft
10%

Interest/
Fees
32%

Number of Respondents = 564 (#10) and 575 (#11)
Number of Responses = 1133 (#10) and 879 (#11)

credit cards

«\What might cause you to use credit
cards in place of checks?

Other
12%

Less debt
28%

Easier record
keeping
8%

Improved
privacy
10%

Better
protection
from theft

13%

Lower fees
29%
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Many different factors limit the use of debit cards

e If you DO NOT use debit cards,
why not?

Other

11% Credit card

incentives
19%

Unexpected
overdraft
9%

Record

Privacy
10% keeping
14%
Debited the
same day Debit card
11% Theft fees
13% 13%

Number of Respondents = 1399 (#12) and 1418 (#13)
Number of Responses = 4169 (#12) and 2217 (#13)

What might cause you to use

debit cards in place of checks?

More vendors
accept
8%

Other
12%

Prevent Easier record
overdraft keeping
13% 17%
Improved
rivac
p13% y Lower fees
18%
Offer debit
cards Better
204 protection from
theft
17%
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Inflexible timing, overdraft concerns and
difficulty of set-up limit the use of ACH

e If you DO NOT use ACH, why
not?

Other
11% No control of

Too payments
EXpensive 20%

Difficult

record
keeping Unexpected
11% overdraft
Theft 16%
11%
Privacy Difficult set
12% up/use
13%

Number of Respondents = 1064 (#14) and 1096 (#15)
Number of Responses = 2375 (#14) and 2048 (#15)

What might cause you to use
ACH iIn place of checks?

Other

8% Better control
of payment
21%

Lower cost
11%

Easier record
keeping

120 Prevent
0 overdraft
14%

Better

protection

from theft Easier set-up

10% Improved 13%
privacy
11%
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Vulnerability concerns and miscellaneous other
concerns limit the use of internet bill payment

e If you DO NOT use internet bill
payment, why not?

Difficult set- CLC" i
u 11% Concg ms with
privacy
7% 23%
Unexpected

overdraft
7%
Too expensive Concerns with

8% theft

No control 1%

over payments Inconvenient
8% | ack of 9%
equipment
8%

Number of Respondents =2079 (#16) and 2108 (#17)
Number of Responses = 5873 (#16) and 5278 (#17)

« What might cause you to use
Internet bill payment in place of
checks?

Other Improve
12% privacy
18%

Easier set-up

10%
Protection Bf tt(:_r
from overdraft ?ro e(;hlofr:
7% romtne
16%
Lower costs More
12% 2 convenient
Better control uya 9%
computer
of payments 204
9% 0
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Respondents use fewer checks but more debit

card and electronic payments;
changes vary across users

» Looking back over the past THREE years, for each payment method
you use, indicate whether your use has increased, decreased, or
stayed the same.

90+
801

Percentage of Responses

10
0-

84

707

60+

50+

B Increased
B Same*
O Decreased

401

30
20

Checks

Credit Debit Cards ACH Online
Cards Bank

Number of Respondents = 4372 (checks), 3780 (credit cards), 2914 (debit cards),
3018 (ACH), 2065 (Online), and 1379 (SVC)

Value Cards )
*Excluding nonusers
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Respondents who use credit cards In place of
checks like the convenience, deferred payment
and Incentives

» If you use credit cards for some purchases or bills you previously paid by
check, what made you switch?

Convenience 19%

Can buy now, pay later 17%

J Internet purchases require credit card 16%

Incentives 15%
Save money on postage 11%
Easier to reslove disputes 10%

Better record keeping 10%

Other 2
) pd

0 5 10 15 20 25

Percent of Responses
Number of Respondents = 3822

Number of Responses = 12467
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Respondents who use debit cards in place of checks
like the convenience and increased acceptance

» If you use debit cards for some purchases you previously paid by check,
what made you switch?

|
Convenience 37%

More stores accept debit cards

29%
] Save money on checks 18%
| |
Better record keeping 13%
|
Other 4%
0 10 20 30 40

Percent of Responses

Number of Respondents = 2975
Number of Responses = 6761
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Respondents who use ACH in place of checks
like the convenience, automatic payment and
lower costs

» If you use ACH for some purchases or bills you previously paid by check,
what made you switch?

C#nvenience 19%

No mail delays or
hassles 19%
j Don’t have to remember to
pRy the bill 19%
Save on postdge 16%

No fees 16%

Better record keeping 8%

] Other 3%

0 5 10 15 20
Percent of Responses

Number of Respondents = 3156
Number of Responses = 10102
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Respondents who use online banking in place
of checks like the speed, convenience, control
of payment, and lower costs

« If you use internet bill payment for some purchases you previously paid
by check, what made you switch?

Faster to pay bills online 22%

Convenignce 21%

f More control over payment timing
20%
J Save on postape 19%

I

Better record keeping 13%

0 5 10 15 20 25
Percentage of Responses

Number of Respondents = 2190
Number of Responses = 7484
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Payments previously paid with checks, now
paid with other payment types

Number of responses

Percent of respondents

1 Mortgage/Rent 1424 39
2 Credit Card Payments 1152 31
3 Utilities (gas, electric, water) 1023 28
4 Insurance 992 27
5 Telephone/Cell Phones 798 22
6 Retail Purchases 521 14
7 Cable/Internet 502 14
8 Car payments 420 11
9 Loan payments 150 4
10 Club Memberships 95 3
11 Investments 56 2
12 Tuition 52 1
13 Subscriptions 49 1
14 Charitable Contributions 48 1
15 Taxes 40 1

Number of Respondents = 3678
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Respondents use debit cards primarily at grocery,
pharmacy, other retail stores and gas stations

* If you use a debit card, what types of payments do you make with it?

40

35

35

30

25

20

15

Percent of Responses

10

5

28

0

Groce ry/Pharmacy

Number of Respondents = 2939
Number of Responses = 7655

6

I

Other Retalil

Gas Stations

Other
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Respondents use ACH primarily for insurance,
housing, utilities and loan payments

* If you use ACH, what types of bills do you pay with it?

30

25

22

20 20

18

15

10

Percent of Responses

Insurance Rent/Mortgage Utilities Loans Other

Number of Respondents = 2935
Number of Responses = 6252
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Respondents use stored value cards primarily
for gifts and phone calls

* If you use stored value cards, which types do you use?

60

o1

50

40

30

20

Percent of Responses

10 5 S 3 6

Gift cards Phone cards Internal Fed Visa/MC cash School card Other
SvC

Number of Respondents = 1508
Number of Responses = 2369
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Credit Cards vs. Checks

Respondents rate credit cards better for convenience,
payment timing, record keeping and cost

« Credit cards versus checks - credit cards are (better, same, worse) than
checks.

- [ Better
90 86

80 67 B Same
204 O Worse

60 -
50+
40
30+
20
10+

Percent of Responses

Cost Convenience Safety Privacy Errors Payment Record
timing keeping

Number of Respondents =3480 (cost), 3678 (convenience), 3440 (safety), 3399 (privacy), 3385
(errors), 3500 (payment timing), and 3424 (record keeping)
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Debit Cards vs. Checks

Respondents rate debit cards better for convenience, cost,
and payment timing

o Debit cards versus checks - debit cards are (better, same, worse) than

checks.
100+
90 -
92
80 - I Better
70T 62 B Same
57 O Wi
60 - orse

50 1
40
304

Percent of Responses

201
10+
0 -
Cost Convenience Safety Privacy Errors Payment Record
timing keeping

Number of Respondents =2700 (cost), 2882 (convenience), 2641 (safety), 2635 (privacy),2626
(errors), 2691 (payment timing), and 2621 (record keeping)
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ACH vs. Checks

Respondents rate ACH better than checks in all categories

» ACH payments versus checks - ACH payments are (better, same, worse) than
checks.

100- 89
90- @ Better
80- 70 79 B Same
704 O Worse
60 1
50+
40-
30+
20
10+

0-

Percent of Responses

Cost Convenience Safety Privacy Errors  Paymenttiming  Record
keeping

Number of Respondents =2704 (cost), 2844 (convenience), 2647 (safety), 2627 (privacy),
2623 (errors), 2773 (payment timing), and 2638 (record keeping)
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Stored Value Cards vs. Checks

Respondents rate stored value cards better for
convenience, privacy, payment timing and cost

» Stored value cards versus checks - stored value cards are (better, same, worse)
than checks.

80 |

8 @ Better
707 63 B Same
60 O Worse
50

40+

30+

Percent of Responses

20
10+

O_

Cost Convenience Safety Privacy Errors Payment Record
timing keeping

Number of Respondents = 1311 (cost), 1385 (convenience), 1276 (safety), 1268 (privacy),
1252 (errors), 1261 (payment timing), and 1224 (record keeping)
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Internet Bill Payment vs. Checks

Respondents rate internet bill payment better in convenience,
payment timing, cost, record keeping and safety

* Internet bill payment versus checks - internet bill payment is (better, same,
worse) than checks.

1001 oL
901
801
701
601
501
40
30
201
101

0-

86

64 @ Better

B Same
O Worse

Percent of Responses

AN AN AN AN AN AN AN AN

Cost Convenience Safety Privacy Errors Payment Record
timing keeping

Number of Respondents =1870 (cost), 1946 (convenience), 1829 (safety), 1823
(privacy), 1809 (errors), 1909 (payment timing), and 1836 (record keeping)



SYSTEM RESPONSES

FRB Boston Consumer Payment Survey

Only half of the respondents have had their checks
converted to ACH at stores;
Nearly all who did knew it was an ACH payment

* When paying by check at a
store, have you ever received
your check back immediately
after payment?

Number of Respondents = 4293 (#32), 2226 (#33)

If yes, are you aware that your
check has been converted into
an ACH payment and
iImmediately deducted from
your checking account?

No
9%
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One-quarter of respondents reacted to check-to-ACH
conversions by altering their method of payment

» Has this check-to-ACH conversion caused you to change the way you pay
at the store?

o Ifyes, why?
Number of Percent of
responses respondents
1 Can use debit card and do same thing 201 41
2 Don't like this technology 50 10
3 Want to take advantage of the float 34 7
Don’t want my check handed back 34 7
right away

Total Respondents=1995 (a) and 494 (b)

FRB Boston Consumer Payment Survey
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Respondents who reacted to check-to-ACH
conversions primarily switched to debit cards,
but also credit cards and cash

* If yes (on 34), which payment method(s) did you switch to at the store?

50
45
40
35
30
25
20
15
10

5

0

43

23

Percent of Responses

Cash Credit cards Debit cards Other

Number of Respondents =526
Number of Responses =727
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Few respondents reacted to check-to-ACH
conversions by altering their shopping behavior

* Has the check-to-ACH conversion at the store caused you to reduce or
discontinue your use of that store?

o Ifyes, why?

Number of Percent of
responses respondents

1 Don't like these conversions 38 27

2 | could use my debit card and it's 12 9
the same thing

3 Like the float with checks 9 6
| want to be in control 9 6

Number of Respondents = 1933 (a) and 139 (b)
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Most respondents have not had their checks converted to
ACH when paying bills by mail, but two-thirds of those
who did knew it was an ARC* payment

*  When paying a recurring bill (credit card, » Ifyes, are you aware that your check was converted
utility, etc.) with a check by mail, have you to an accounts receivable check (ARC), which is an
ever failed to receive your check or electronic ACH electronic payment that is immediately (that
image back? night) deducted from your checking account?

*Accounts Receivable Check — ARC is an electronic
1496 payment that is created when a company who bills
you converts your paper check to an ACH payment.

Number of Respondents =4294 (#37), 625 (#38)
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Few respondents have reacted to check-to-ARC
conversions by altering their bill paying methods

» Has the paper check-to-ARC conversion caused you to change the way
you pay the bills?

o Ifyes, why?

Number of Percent of

Reason responses respondents
1 SWltched_to online hill v 21
pay/banking
2 | Want check/image back 6 18
3 Want to be in control 4 13

Number of Respondents=408 (a) and 33 (b)
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Respondents who reacted to check-to-ARC
conversions primarily switched to online banking
for bill payment

* If yes (on 39), which payment method(s) did you switch to?

40 38

30

23

20

Percent of Responses

10

0

Credit cards ACH Online banking Other

Number of Respondents = 39
Number of Responses = 48
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Very few respondents reacted to check-to-
ARC conversions by altering their use of
companies practicing them

» Has the paper check-to-ARC conversion caused you to reduce or
discontinue your use of the company that bills you?

Yes
6%  If yes, why?

Number of Percent of

Reason responses respondents
1 Want image/check back 7 47
2 They didn’t ask permission 4 27
3 Like the float 2 13

Total Respondents = 399 (a) and 15 (b)
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Half of the respondents will not stop check-to-ARC
conversions when given the opportunity to do so

* Beginning June 11, 2004, companies or banks that bill you and do paper
check-to-ARC conversions must give you the chance to stop them from
doing ARC conversions. Will you choose to stop ARC conversions when
given the chance?

o Ifyes, why?
Number of Percent of
Reason responses respondents
1 | Want check, or copy/image, back 70 17
2 Want the float 39 9
3 | Job security 15 4
Concern about errors/mistakes 15 4

Total Respondents=4176 (a) and 422 (b)
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Respondents use different payment methods for
retall shopping depending on the amount of
purchase

* When you shop in person at a grocery, pharmacy, or retail store that
accepts different payment types, which method do you most often choose

for these amounts?

60 1

501

40+

301

201

Percent of Responses

10+

O ]
Less than $20 $20-$50

Number of Respondents = 4393 (less than $20), 4397
($20-$50), 4370 (more than $50)

More than $50

48
@ Cash
35 B Checks
O Credit Cards
O Debit Cards
14 B Stored Value Cards
o
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Some respondents still use cash or checks
most often for retail purchases because...

Number of responses Percent of respondents
1 Prefer cash; cash is faster/easier 475 35
2 Easier to keep track of funds 74 5
3 Better record keeping 65 5
4 Don’t have or like credit/debit 58 4
card
5 To avoid debt 55 4

Number of Respondents = 1358
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Most respondents use checks less often for
retail purchases

* When you shop in person at a grocery, pharmacy, or retail store, do you use
checks more than, less than, or the same as you did three years ago?

70-
60+
50+
401
30+
20+
10+

NONCNCN NN

Percent of Responses

Less Same More

Number of Respondents =4401
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Respondents who use fewer checks for retail
purchases primarily choose debit cards, but also
cash or credit cards depending on the amount

o If less, what payment method do you most often choose instead?

70+ 62

60
2 48 50
g 50+
% 40_/_ E Cash
o ju B Credit
o
= 30 O Debit
§ 20471 B Stored Value Cards
a

1077 |

LA v 2 :
O_
Less than $20 $20-$50 More than $50

Number of Respondents = 2776 (less than $20), 2799 ($20-$50), 2770 (more than $50)
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Respondents who use fewer checks at
grocery, pharmacy, or retail stores switched to
another payment method because...

Rank Reason Number of responses Percent of respondents
1 Oth_er methods are _ 1868 -8
easier/faster/more convenient
2 Credit card incentives 190 8
3 Better record keeping 94 4
4 Don’t carry checkbook 65 3

Number of Respondents = 2397
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Checks are still the most common payment
method for most recurring bills, but other
methods are important for certain bills

» For each type of recurring bill (monthly, quarterly, annual), what
payment methods do you use? If you use other methods for these bills,
what are the methods and bills?

100%
90%

<$ 80%

(7))

c 70% -

(@) O Credi

oy = i
&J 50% O Online
S 40% . B ACH

= 30% @ Check
S 20%

& 10%

0%

Home phone
Cell phone
Cable
Internet
Insurance

Loan
payments
Utilities
Other

Rent/Mortgage

Number of Respondents = 4565
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Very few respondents have increased checks
written for recurring bills

» Are there any types of recurring bills for which you write more checks
than you used to?

Yes

* If yes, what?

Number of Percent of
responses respondents
1 Phone expenses 47 21
2 Child care 34 15
3 Mortgage/Rent 19 9
4 Credit cards 16 7
5 Loan payments 13 6

Number of Respondents = 4153 (a) and 222 (b)
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Most respondents without a checking account
do not want or need one, or write too few
checks to warrant one

* If you DO NOT have a checking account, please indicate reasons why.

Don’t want/need an account

Don’t write enough checks

I Too many service charges

J Can’t manage an account

Don’t like to deal with banks

Minimum balances too high

Other

0 5 10 15 20 25 30 35
Percent of Responses

Number of Respondents = 38
Number of Responses = 57
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Most respondents are older, college educated,
home owners, and are in the upper income level

Under 25

65 or Over
4%

High School or Less
<1%

9%

Post-

_ Graduate Some
Age Education 27% College
27%
College
37%
Less than $50k
18%
Greater
Household than
Rent/Own Income $100k

$50k-
$74,999
$75k- AL

$99,999
24%

34%

Number of Respondents =4550 (50), 4534 (51),4526 (52), 4418 (53)
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Total survey responses by Federal Reserve District

 What is your Federal Reserve System District?
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Total Respondents=5344
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Survey response rates by Federal Reserve District

(Total responses as a percent of employment)
50
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40
% 30 ron
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Total Respondents=4631



	Consumer Payment Survey�Federal Reserve System�June 2004
	Consumer Payment Survey
	Most respondents are the primary bill payers in their household
	Nearly all respondents have a checking account but only half earn interest
	Almost one-third of the respondents would write fewer checks if they lost their “float”
	Most respondents are not concerned about receiving their canceled checks back
	Few respondents would alter checking behavior if canceled checks were not returned, �and almost all would accept an image
	If not willing to receive either a paper or electronic copy image of your cancelled check, why not?
	But checks only account for less than �one-third of all payment transactions
	Debt, costs, and vulnerability limit the use of credit cards
	Many different factors limit the use of debit cards
	Inflexible timing, overdraft concerns and difficulty of set-up limit the use of ACH
	Vulnerability concerns and miscellaneous other concerns limit the use of internet bill payment
	Respondents use fewer checks but more debit card and electronic payments; �changes vary across users
	Respondents who use credit cards in place of checks like the convenience, deferred payment and incentives
	Respondents who use debit cards in place of checks like the convenience and increased acceptance
	Respondents who use ACH in place of checks like the convenience, automatic payment and lower costs
	Payments previously paid with checks, now paid with other payment types
	Respondents use debit cards primarily at grocery, pharmacy, other retail stores and gas stations
	Respondents use ACH primarily for insurance, housing, utilities and loan payments
	Respondents use stored value cards primarily for gifts and phone calls
	Credit Cards vs. Checks
	Debit Cards vs. Checks
	ACH vs. Checks
	Stored Value Cards vs. Checks
	Internet Bill Payment vs. Checks
	Only half of the respondents have had their checks converted to ACH at stores; �Nearly all who did knew it was an ACH payment
	One-quarter of respondents reacted to check-to-ACH conversions by altering their method of payment
	Respondents who reacted to check-to-ACH conversions primarily switched to debit cards, but also credit cards and cash
	Few respondents reacted to check-to-ACH conversions by altering their shopping behavior
	Most respondents have not had their checks converted to ACH when paying bills by mail, but two-thirds of those who did knew it
	Few respondents have reacted to check-to-ARC conversions by altering their bill paying methods
	Respondents who reacted to check-to-ARC conversions primarily switched to online banking for bill payment
	Very few respondents reacted to check-to-ARC conversions by altering their use of companies practicing them
	Half of the respondents will not stop check-to-ARC conversions when given the opportunity to do so
	Respondents use different payment methods for retail shopping depending on the amount of purchase
	Some respondents still use cash or checks most often for retail purchases because…
	Most respondents use checks less often for retail purchases
	Respondents who use fewer checks at grocery, pharmacy, or retail stores switched to another payment method because…
	Checks are still the most common payment method for most recurring bills, but other methods are important for certain bills
	Very few respondents have increased checks written for recurring bills
	Most respondents without a checking account do not want or need one, or write too few checks to warrant one
	Most respondents are older, college educated, home owners, and are in the upper income level

