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Are prepaid cards money? Not exactly…. 

Feature Assets Cards 

Cash Bank 

Account 

Debit Prepaid 

Medium of 

exchange 

  

 

 

 

 

(GP > other) 

Unit of account  

 

 

 

X X 

Store of value   

 

X 

 

X 

Fees Non-network 

ATMs only 

Maybe Rare Many 
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…and prepaid cards differ from cash 

Differences Similarities 

• Cash more anonymous; 

may require less ID 

 

• Cash accepted more widely 

 

• Prepaid electronic/flexible 

 

• Prepaid used online 

 

• Prepaid is durable 

 

• Easy to lose 

 

• Prepaid funds ≈ “cash” 

 

• Earn no interest/returns 

 

• “Envelope budgeting” 

 

• No credit check 
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Consumers have better choices than prepaid  

Economic Theory 

High  Low 

Opportunity 

Cost 

Cash, Prepaid, TC, MO 

[Negative] 

< OBBP, BANP 

[Zero] 

< DC, Check 

 

< CC, Mobile Text/SMS 

 

Transaction 

Cost 

Prepaid < Cash < All Other Instruments 

Consumer Assessments, Survey Data 

Worse  Better 

Acceptance BANP < Check, Prepaid, OBBP < DC, CC, Cash 

Cost Cash < Debit, Check,  BANP, OBBP, Prepaid < Credit 

Records Cash, Prepaid < BANP < DC, Check, Credit, OBBP 

Security BANP, Cash, Check, Prepaid < OBBP, DC, CC 

Convenience BANP < Cash, Check, OBBP, Prepaid < DC, CC 

Get/set up Prepaid, OBBP, 

BANP 

 

< 

 

DC, CC, Check 

 

< 

 

Cash 
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Consumers report prepaid growing moderately 

Prepaid Adoption 
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Percentage of adopters using 

prepaid cards in a year 

 (4 card categories) 

Percentage of consumers using 

prepaid cards in a year.  

(4 card categories) 

 Source: 2010 and 2011 Survey of Consumer Payment Choice unofficial and preliminary. 

 Notes: Prepaid use is defined as the share of consumers or adopters using a prepaid card in a given year. 

2010 

Number of consumer payments in a typical month 

using prepaid cards. 

0.6 

(0.8%) 
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1. Government 

issued 

2. Employer issued  

3. General purpose 

4. Specific purpose 

 

1. Gift card 

2. General purpose prepaid card 

3. Public transportation card 

4. Phone card 

5. Direct Express 

6. EBT 

7. Payroll card 

8. Incentive card from employer 

9. Benefit card 

10. Overseas remittance card 

11. Merchant rebate card 

12. Location specific card 

Consumers unfamiliar with prepaid cards 

Survey experiment shows questionnaire design and prepaid card definitions can 

influence estimates of rates of adoption... 

 

38% 

51% 

4 prompts 12 prompts

Group 2 (2011-present)  

Group 1 (2008-2011)  

 Source: 2011 Survey of Consumer Payment Choice unofficial and preliminary. 
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Fun facts about prepaid cards 
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Number of Prepaid Cards 

2009 2010 

Percent of Consumers 

Reloading Prepaid Card 

15.2 % 14.1 % 

Median Amount per Reloading  

(reloaders only) 

$47 $49 

Median Number of Reloads per 

Month (reloaders only ) 

0.8 0.9 

Discard Rate 28.8 % 27.0 % 

 Source: 2012 Diary of Consumer Payment Choice; unofficial and preliminary.  Source: 2010 Survey of Consumer Payment Choice. 

 Source: 2010 Survey of Consumer Payment Choice 

Most popular bundle for a given 

number of prepaid cards adopted 

1 General Purpose 

2 General Purpose  (1) 

Specific Purpose   (1) 

3 All General Purpose 

4 General Purpose  (1) 

Specific Purpose   (3) 

0 0.5 1 1.5 2 2.5

Value per consumer

Number per consumer

Percent share 

Note: Percent share of dollar value and transactions per consumer. 


