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his article updates the tables published in
the Third Quarter 2001 Business Review.
These tables were first published as part of
an article in the March/April 2000 Business

Review that presented data from the Federal Reserve’s
Survey of Consumer Finances. Loretta Mester, author
of the original article, has compiled information from
the 2001 survey to keep our readers up-to-date.

T
BY LORETTA J. MESTER

Changes in the Use of Electronic
Means of Payment: 1995-2001

In “The Changing Nature of
the Payments System: Should New
Players Mean New Rules?” (Business
Review, Federal Reserve Bank of
Philadelphia, March/April 2000), I
presented some data from the 1995
Federal Reserve Survey of Consumer
Finances on the use of electronic
banking.  I updated these data in the
Business Review, Third Quarter 2001,
using the 1998 Federal Reserve Survey
of Consumer Finances.  This survey of
more than 4000 households, which is
designed to be representative of all
households in the U.S., is redone every
three years.  The following exhibits
update the statistics indicating how the
use of various means of electronic
payment have changed between 1995,
1998, and 2001.

As seen in Exhibit 1, use of
electronic forms of payment, including
ATMs, debit cards, automatic bill
paying, and smart cards, has risen
from about 77 percent of households in

1995 to over 88 percent of households in
2001.  Debit card use, which doubled
between 1995 and 1998, continued to
increase rapidly and now stands at
almost half of all households.  Increases
were seen in all categories by age,
income, and education.  Use of direct
deposit and automatic bill paying also
showed increases, with the percentage
of households now using automatic bill
paying nearly double what it was in
1995.  Seventy percent of households
have an ATM card, but smart card
usage is low (less than 5 percent of
households have a smart card that they
can use for purchases). Responding to a
new question in the 2001 Survey of
Consumer Finances, 18 percent of
households said they used some type of
computer software to manage their
money.

As seen in Exhibit 2, house-
holds that do business with at least one
financial institution have continued to
shift from paper-based methods of

conducting this business to automated
methods.  Though a sizable fraction of
households, slightly under 75 percent,
still report that one of the main ways
they deal with at least one of their
financial institutions is in person, this
percentage continued to fall in 2001.
Overall use of electronic means of
doing business, either ATM, phone,
fax, direct deposit and payment, other
electronic transfer, and/or computer,
increased between 1998 and 2001, but
not as sharply as the sizable increase
seen between 1995 and 1998.  In 2001,
nearly 85 percent of households used
an electronic method as one of their
main ways of conducting business, and
differences by income and education
have become less pronounced.  There
remains, however, a large difference in
the popularity of ATMs across age
groups: over 70 percent of those under
30 years old use ATMs as one of their
main ways of conducting business,
while less than 30 percent of those
over 60 years old use them.

A sizable increase was seen in
the percentage of households that use a
computer, the Internet, or an online
service to do business, yet it remains
below 15 percent of all households.
Youth, high income, and a college
degree continue to be associated with
a higher incidence of computer
banking, but the computer remains
a less popular means of doing business
with financial institutions compared
with other methods. BR
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