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days.  No credit cards, no debt, no pressure to buy things you couldn’t
afford.”  Yet even before you finish the thought, you realize it’s more
myth than reality.

Nineteenth century Americans had more than their share of finan-
cial pressures, and they weren’t opposed to borrowing.  It’s just that they
rarely went into debt for things that were fun or frivolous.  As Lendol
Calder notes in Financing the American Dream, “Borrowing money was
acceptable and safe only when used to purchase things that increased in
value or had productive uses . . . better fences, better barns, better homes,
and more land for the farmer.”

Through much of the 19th century, borrowing to acquire luxuries
and nonessentials was generally seen as imprudent, even immoral.  Only
the wealthy used credit to finance consumption of things that weren’t

. . . it was hardly an exaggeration to say that the
American standard of living was bought on the
installment plan.

Daniel Boorstin, historian

You walk into one of those New England
souvenir shops where everything suggests a
quaint past.  Jars of “penny candy” sit beside an
old-time cash register that once rang up sales
in a real general store.  Behind the register
hangs a faux antique sign: In God We Trust.
All Others Pay Cash.

You think to yourself, “Those were the

Credit History:
The Evolution of Consumer Credit    in America
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absolutely essential to daily living:  fine china,
crystal, expensive furniture, fancy clothes, lav-
ish parties.  Social pressures and the lack of
willing lenders kept most others from doing
the same.  Using credit to buy seed for planting
was one thing; going into debt for a pair of
expensive dress shoes was quite another. 

But the definition of “luxury” or
“nonessential” has a way of changing from 
one generation to the next.  In 1980 most
Americans still thought home computers were
frills or expensive toys; color televisions were
luxury items in 1960; second bathrooms were a
relative luxury in 1940; ditto for cars, refrigera-
tors, and washing machines in 1920.  Yet by
21st century standards, using credit to acquire
any one of these things is neither extravagant
nor extraordinary.  

Credit and the Standard of
Living

Could we get along without a lot of the
things we buy on credit?  Yes, but our lives
would be very different.  There would be far
fewer households with multiple TV sets and
full-blown entertainment centers; fewer island
cruises and trips to visit a certain cartoon
mouse during school vacations.  But there
would also be fewer washing machines, clothes
dryers, home computers, air conditioning
units,  and a bunch of
other things that we’ve
come to regard as essen-
tial.  Easier access to credit
has meant that more con-
sumers can buy more
products and services,
benefit from using them
now, and pay for them
out of future income —
buy now, pay later.  (Of
course, the key is to
remember the “pay later”
part.)

For better or worse,
our material standard of
living has improved
because more of us have
access to credit.  To
find out why, let’s
start with a visit to
the Federal Reserve
Bank of Boston’s New
England Economic
Adventure, a perma-

nent educational exhibit that examines 200 years of economic change in
New England.  http://www.economicadventure.org

Displays in the Adventure’s “Material Life” gallery focus on the posses-
sions middle-income New England families might have owned in the
1810s, 1890s, and 1960s.  Even a quick walk-through is enough to make the
point that, for most New Englanders, and most Americans, everyday life is
physically easier and materially richer than it was. See for yourself.

1810:  The chamber pot says it all.
The 1810s display suggests a way of life that was almost all work and

no play: lots of hard labor and very few creature comforts.  The Industrial
Revolution had not yet taken hold in America, and New England was still
a place of small farms and market towns, a place where people spent their
days tending to the basic necessities of food, clothing, and shelter.  The
rigors of daily life left little time, money, or energy for frills.  And that’s
reflected in the objects that fill our 1810s display:  tools, farm imple-
ments, household utensils, and a chamber pot (the 1810 version of indoor
plumbing).  Only three items have anything to do with recreation or
spare time:  a hoop-and-stick rolling toy, a ball-and-jacks, and a Bible.

1890:  A nice place to visit, but you wouldn’t want to live
there. 

By the 1890s, New England was a far different place than it had been
in 1810.   Foreign immigrants and the native-born children of upcountry
farmers had filled the region’s cities and towns, hoping to find jobs that
paid steady cash wages — jobs in factories, offices, and the retail trade.

You can see evidence of these changes in the 1890s display.  Most of the
items are factory-made, and, in contrast with 1810, many of the items are
frills — a parlor organ, the complete works of Sir Walter Scott, an artificial
bird in a cage, sheet music, toy coin banks — items that made life more
pleasant for people who had a bit more money and spare time than their

1810Photograph by Ralph Ragsdale



farming ancestors had in
1810.

Some of the display
objects are gorgeous.  The
glass table lamp, the par-
lor organ, and the kitchen
stove exhibit a level of
detail and ornamentation
that wouldn’t have exist-
ed in the possessions of
an average family in 1810.
In fact, when school
groups visit the
Adventure, some of the
kids are so taken with the
1890s display that they
think it might have
been nice to live
back then . . . until
we ask them to
notice the things
that aren’t in
the display —
things like a refrig-
erator,  a washing
machine, a radio, a TV, a
telephone, central heat, a water
heater, shampoo, deodorant, and
so many of the other products that
add to the quality of modern life.

Most of these things weren’t on the mar-
ket in 1890, but even if they had been, hardly
anyone could have afforded to pay cash for
them, and credit wasn’t readily available.  

One of the few “big ticket” items that con-
sumers could purchase with credit was a
sewing machine.   By the 1850s, factories were
able to mass produce them, but with most
American workers earning well under $500 a
year, only the relatively wealthy could afford
to pay cash for a $100 sewing machine.  So, in
an effort to broaden its customer base, the
Singer Sewing Machine Company began sell-
ing its machines on the installment plan,
which, in theory meant a down payment fol-
lowed by a fixed number of equal monthly
payments.  (Although, if you were dealing with
an unscrupulous sales agent, your monthly
payments might have continued indefinitely.) 

1960:  Let the good times roll!
The most striking thing about the 1960s

display is that so few of the objects are related to
work or basic survival.  The possessions belong
to people who have more disposable income
and more spare time than their ancestors could

have imagined  — golf clubs, a tape recorder, skis, a hair dryer.  A fondue
pot!   Even the TV isn’t essential to survival.  You could get along without it.
In fact, you could get along without most of the stuff.  But would you really
want to?

When we ask Adventure visitors if they’d prefer to live in the 1810s,
the 1890s, or the 1960s, most of them think it’s a trick question.  Who’d
want to go back to the days of chamber pots, coal stoves, and no electricity?
In fact, our school age visitors think the 1960s were too primitive — no
Internet, no cell phone, no MP3 player.  (“How did people live back then?”)

By the time they leave the Adventure, most visitors are convinced
that technology and increased productivity have helped to make life
physically easier and, in many ways, more enjoyable than it was in the
past.  There’s also a subtext that’s less apparent:  It’s the story of how
financial innovation and easier access to credit helped more Americans
gain entry to “the more abundant life.”

Cash to Credit 
Your neighbor pays cash for everything — cars, clothes, vacations,

everything.  Rumor has it that he even paid cash for his house.  So, what
do you think?  Is he:

a) thrifty and prudent;
b) eccentric;
c) involved in illicit activity;
d) trying to avoid paying taxes?

Somehow, “thrifty and prudent” sounds least likely.  The notion that
we should wait to buy something until we’ve saved enough to pay cash
for it seems almost . . . quaint.

Like it or not, Americans have made the transition to a consumer 
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society — a transition that was largely com-
plete by the end of the 1960s.  Here’s a recap
of how it happened.

Back in 1800 
• More than 90 percent of  Americans lived in
rural areas. 

• Approximately 75 percent of the U.S. labor
force was engaged in food production.

• The census of 1800 didn’t include statistics
on the length of the average work week or
the average annual wage, but you wouldn’t
be wrong to say that people worked very
long for very little.

• Travel was slow, dangerous, uncomfortable,
and expensive.  The trip from Boston to New
York took 74 hours in a stagecoach that had
no springs or climate control.

• Information moved at the speed of a horse
or a sailing ship, which meant it moved very
slowly.

When the 19th century began, most
Americans were farmers, whose uncertain
income depended on the size and quality of

their harvest.  If they used credit, it was usually to cover essentials such as
seeds for planting. They borrowed against the income they expected to
earn at harvest time.

Credit was also much more personal and more local than it is today.
Banks, for the most part, dealt with the well-to-do and the well-connect-
ed, so small farmers and artisans had to look for alternative sources of
credit:  family members and local merchants.

Anyone who has ever borrowed from a relative — even if it was just
$5 from a sibling — knows that financial dealings with family members
are fraught with peril.  And this was no less true in 1800.

The other alternative — local merchants and storekeepers — had
certain advantages for both the borrower and the lender.  Small farmers
and rural storekeepers needed one another and depended on one another
for economic survival.  Neither had anywhere else to turn.  Bad roads and
high transportation costs confined them both to a fairly limited market
area.  Farmers couldn’t easily take their business elsewhere, and store-
keepers weren’t able to draw new customers from outside their market
area.  In a sense, they were stuck with one another, so when farmers need-
ed seed money for spring planting, the local storekeeper extended credit,
and after the fall harvest, farmers repaid the storekeeper (if insects,
drought, death, or disability hadn’t intervened).

Social pressure and mutual self-interest held the arrangement
together.  Merchants and storekeepers extended credit almost exclusively
to those they knew.  They had firsthand knowledge of their customers’
financial condition, so they were fairly certain of who was a good risk and
who wasn’t.  In 1810, your credit history was oral rather than written, and
identity fraud was not an issue.
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Back in 1890 
• Nearly 35 percent of the U.S. population
lived in urban areas. 

• Less than 50 percent of the U.S. labor force
worked in farm occupations.

• American workers earned an average of
$475 a year.  The average work week was 60
hours.

• The number of wage earners working in the
cotton textile industry had grown from 1,000
in 1800 to 303,000 in 1900.  Numbers were
comparable in the iron and steel industry:
1,000 in 1800; 222,000 in 1900.  

• People and information traveled much
faster than in the early 1800s.  There were
208,000 miles of railroad track to move pas-
sengers and freight faster and cheaper.  (In
1830, there had been only 23 miles of track in
the entire country.)  Telegraph lines moved
information quickly, and a transatlantic
cable connected Europe and North America.
The telephone had been invented, but in
1890 there were only 234 phones in the
entire United States.

By the end of the 19th century, the United
States was well on its way to becoming one of
the world’s leading industrial economies.
Large-scale factory production and falling
transportation costs had brought an astonish-
ing variety of new products onto the market,
and those products appealed increasingly to
consumers who worked at jobs that were begin-
ning to provide them with enough income to
afford more than the bare necessities.

But many of the new products — bicycles,
sewing machines, kitchen stoves — carried high
price tags, and credit wasn’t readily available.  If
working-class and middle-income Americans
wanted to borrow money for a special purchase
— or to cover an emergency expense — they
had two main options other than the aforemen-
tioned family members and local retailers:  (1)
pawnshops and (2) loan sharks.

Anyone who has ever seen “mob” movies
knows what a loan shark is, but pawnshops may
be less familiar.  Today, their number is relative-
ly small, and their image is less than favorable,
but in the 1890s they were a commonly accept-
ed vehicle for making secured loans.  People
with no other access to credit could take a val-
ued possession — a watch, jewelry, a musical

instrument, you-name-it — to the pawnshop, where the pawnbroker
might accept it as collateral on a small loan.  Pawnshop interest rates were
often exorbitant, but there was a major difference between pawning and
loan sharking:  Loans with a pawnbroker were secured by the items you
pawned, whereas money owed to a loan shark was secured by the threat to
break your legs . . . or worse.  (For more information on how pawnshops
operated, go to http://www.dca.org/history/history_pawn.htm)

The late 1800s were also a time when commerce and credit became
less personal than they had been earlier in the century.  Large retailers and
companies such as Singer Sewing Machine rarely had personal connec-
tions to their customers — hadn’t grown up with them or belonged to the
same organizations; didn’t know whether or not they came from a family
that always repaid its debts; and often didn’t even live in the same commu-
nity.  

Back in 1920
• The 1920 census showed that, for the first time, more than 50 percent
of the U.S. population lived in urban areas.

• For the first time, more Americans worked in manufacturing (11.2
million) than in agriculture (10.8 million).

• The average work week had decreased from 59 hours in 1900 to 51
hours in 1920.

• The number of U.S. retail chains (with two or more stores) had
increased from just one in 1872 to more than 1,000 in 1922.
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• Between 1900 and 1920, the number of pas-
senger cars registered in the United States
increased from 8,000 to 8.1 million.

• Thirty-five percent of all U.S. households
had telephone service in 1920.

• In 1900, less than 8 percent of all U.S.
dwellings had electric service.  By the end of
the 1920s, the number was up to 68 percent.

• By the end of the 1920s, 39 percent of all
U.S. households had a radio. 

Everything came together in the 1920s:
mass production, electrification, highway con-
struction, mass communication, the expansion
of consumer financing.

Auto manufacturers perfected assembly line
production and began to turn out cars at a price
that would “put the middle class on wheels.”
Public investment in a federal highway system
helped to expand the market even further.

Other manufacturers adapted assembly
line techniques to produce affordable home
appliances and consumer electronics:  ovens,
refrigerators, washing machines, phonographs,
radios, telephones.  And investment in the utili-
ty infrastructure — electrical power grid,
phone lines, water and sewer systems — helped
to bring these products into more homes.

But the catalyst — the thing that helped
to bring all these industrial and technological
marvels within the reach of so many con-
sumers — was the expanded use of installment
credit.  The big breakthrough came in 1919
when General Motors Acceptance Corporation
(GMAC) became the first to make financing
available to middle-income car buyers.  Instead
of having to come up with the entire purchase
price, prospective car buyers needed only a
down payment and an income that was big
enough to cover monthly payments over the
life of the loan.

Before long, manufacturers of other “big
ticket” items began to adopt the practice.  And
if consumers were hesitant to go into debt, the
flood of advertisements in mass media outlets
— newspapers, magazines, and radio — helped
them to overcome their inhibitions.

Back in 1950. . .and Beyond 
By the end of the 20th century:
• More than 75 percent of the U.S. population
lived in urban areas.

• More than 62 percent of the U.S. work force worked in the services
sector.

• The average work week had decreased from approximately 50 hours
in 1920 to roughly 40 hours. 

• The number of motor vehicles registered in the United States topped
210 million.

• Information moved at the speed of an electronic impulse.  Between
1998 and 2001, the number of U.S. households with Internet access
nearly doubled, from 26 percent to 50.5 percent.  More than 56 percent
of U.S. households had a home computer.  Close to 95 percent of U.S.
households had telephone service, and more than 98 percent had at
least one TV.

• The use of consumer credit had become a fixture of everyday life.  In
2000, more than 70 percent of U.S. households had at least one gener-
al-purpose credit card — MasterCard, Visa, Optima, or Discover.
Thirty years earlier, in 1970, the number was only 16 percent.

After the 1920s there was no turning back.  Widespread use of con-
sumer credit became an indispensable part of American economic life.
But for the next 40 years it was still limited mainly to installment buying
— "a small down payment and easy monthly payments," as the ads used
to say.  The people who extended you the credit were the same ones who
sold you the product you were buying.

During the early years of the 20th century, a few hotels issued credit
cards to favored guests, but the cards were mainly a gimmick — status
symbols that distinguished the cardholders from the masses of cash-pay-
ing customers.  Retail stores and oil companies were issuing credit cards
during the 1920s, but they were single-party cards issued by merchants
who saw them as a way to sell more goods and services.  They offered
cardholders a certain measure of convenience but very little flexibility.
Department store cards weren’t accepted by competitors, and unless they
were issued by a national chain, they weren’t much use when traveling.
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Gasoline credit cards covered a wider
market area, but they weren’t accepted
by competitors, nor were they much
use if you needed something that was-
n’t sold at a gas station.

Credit cards as we know them
today didn’t take off until the 1960s,
when financial innovation, improved
technology, and changing consumer
attitudes all converged.   Financial
innovation came in the form of a con-
cept pioneered by Diners Club in
1949:  the dual-party card.  Dual-party
cards represented a major break-
through because the card issuer wasn’t
actually providing the goods or ser-
vices being purchased.  Diners Club
was not a restaurant chain or a food
service company.  It simply signed up
hotels and restaurants to participate in
its credit card plan, and it then issued
cards to creditworthy people who
were willing to pay a yearly fee for the
convenience (and status) of having a
card — no need to handle cash or fum-
ble with a checkbook.   When a card-
holder charged a meal, the restaurant sent the
bill to Diners Club, and Diners Club then paid
the price of the meal, minus a small commis-
sion, directly to the restaurant’s bank.  Finally,
Diners Club sent the cardholder a monthly
statement (bill), and the cardholder sent Diners
Club a check. 

But Diners Club was only a first step.  The
innovation that ultimately put dual-party cred-
it cards into so many wallets was the bank card
— a general-purpose card that consumers
could use in a wide variety of situations.
Franklin National Bank (Franklin Square, New
York) introduced the first bank card program
in 1951.  A few years later, Bank of America
launched BankAmericard (now Visa), and
Chase Manhattan Bank followed with
MasterCharge (now MasterCard).

When they first came on the market, gen-
eral-purpose credit cards were slow to catch on.
Two hurdles stood in the way:  (1) Large retail-
ers with well-established credit card programs
of their own were reluctant to participate in
bank card programs, and (2) attracting card-
holders and merchants from outside an issuing
bank’s marketing area was problematic.

The first problem took care of itself.  Large
retailers set aside their reluctance when they
realized that general-purpose cards made it eas-
ier for customers to spend even more.

And technology eventually overcame the problem of distance.
Improved telecommunications and better computers gave banks and
merchants the tools to move information quickly and manage it more
efficiently.  Quick exchanges of information were the key to making the
whole system work.

Today, you can travel halfway around the planet and pay for your
hotel room with a credit card issued by a bank or financial services com-
pany based a thousand miles from where you live.  And here’s the really
remarkable part:  The hotel clerks in Perth or Pago Pago don’t know you,
don’t know your family, don’t have any firsthand knowledge as to
whether or not you pay your bills.  But within seconds, they’re able to
receive electronic approval from your credit card issuer, and if the card
issuer says you’re OK, that’s usually all the merchant needs to know.

How do card issuers decide whether or not to give you a card in the
first place?  They check your credit history, a computerized record of
information related to your bill-paying habits, which is usually main-
tained by one of a handful of major credit reporting bureaus — private,
for-profit businesses that maintain computerized records of your bill-pay-
ing habits, the number of credit accounts you have, how much you owe
on each account, where you work, and how long you’ve worked there.
(To learn more about credit files and credit bureaus, go to this site:
http://www.frbsf.org/publications/consumer/creditreport.html) 

It’s all quite impersonal and very different from the way things were in
1800, or even 1900.  Just try to imagine how old-time storekeepers and
bankers would react to the idea of granting you a $10,000 line of credit
without ever shaking your handing, looking you in the eye, or knowing
anything about your family.  Then try to imagine their reaction if you
asked to borrow money for a vacation:  Let’s see.  You want to use this money
for a pleasure trip to Florida, where your children will visit a kingdom ruled by a
mouse?  You won’t be doing any trading while you’re there, nor will this journey
have any other productive purpose. . . . I think not.
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Installment Credit versus Revolving Credit

When you take out a loan to buy a car, you’re using installment credit.  When
you pay for concert tickets by credit card, you’re using revolving credit.  Here
are the main differences between the two.

Installment credit is offered mainly by companies that sell the product you’re
buying.  Sometimes the products are “big ticket” items like cars, boats, and
home appliances, but stores also offer installment financing on things like high-
end televisions and home entertainment equipment.  It’s called “installment cred-
it” because you make payments in equal installments.  Usually, there’s a down
payment followed by equal monthly payments over the life of the loan.  Interest —
the price you pay for using the money — is calculated for the life of the loan and
then factored into your monthly payments.

The most common form of “revolving credit” is credit card use.  The card issuer
grants you a fixed line of credit — a credit limit that’s based mainly on your
income and your credit history — and you can’t go over the limit without
approval.  The total amount you owe and your minimum monthly payment can
fluctuate from one month to the next.  When you buy more stuff, your balance
increases, and so does your minimum monthly payment.  If you don’t pay off the
entire amount each month, you’ll have to pay a finance charge.  The rate can be
fixed or variable, the method for calculating it can vary from one card issuer to
another, and some cards carry a much higher rate than others.  So, before you
decide which card you want in your wallet, do a little comparison shopping.
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Anyone who isn’t old enough to need reading glasses or care about cholesterol might have trouble explaining
the difference between a bank and a thrift institution.  Financial deregulation has blurred most of the functional
and philosophical distinctions, but there once was a very real difference between them.

Banks focused on services for business customers:  commercial loans, checking accounts, letters of credit, and
other financial services related to commerce and industry.  Their ultimate goal was to turn a profit, and they
showed little enthusiasm for dealing with small savings deposits or the credit needs of anyone who wasn’t finan-
cially comfortable.

credit
GIVING THE

LITTLE GUY

Thrift institutions and credit unions gave working people 
access to affordable credit



Credit unions and thrift institutions —
thrifts being savings and loan associations,
cooperative banks, and savings banks — first
opened amid the economic change and social
upheaval of the Industrial Revolution, and in
many ways they represented the 19th century
notions that human beings are perfectible and
public service is a noble endeavor.  Profit was
not their primary concern.  Their ultimate
goals were to encourage thrift among the
working class and to meet the credit needs of
people who might otherwise fall prey to loan
sharks and other predatory lenders.

Mutual Savings Banks
In 1810, the Reverend Henry Duncan of

Ruthwell, Scotland, established the world’s
first mutual savings bank — the Savings and
Friendly Society — for the benefit of his
parishioners.   Six years later,  Reverend
Duncan’s idea took hold in the United States
when the Philadelphia Fund Society and the
Provident Institution for Savings (Boston)
began to accept deposits.

These early mutual savings banks were
thrift institutions in the truest sense.  Their
main goal was to give working people a secure
place to set aside some money for “a rainy day.”
Initially, mortgage lending was not one of their
primary concerns.

The mutual savings bank movement had
definite moral underpinnings.  Most mutual sav-
ings banks were founded and managed by peo-
ple with a mission — public-spirited citizens of
means who understood the ways of finance and
were eager to help the “lower classes.”

“The greatest good,” wrote the Secretary of
the Provident Institution for Savings, “is in
affording the humble journeymen, coachmen,
chambermaids, and all kinds of domestic ser-
vants, and inferior artisans, who constitute
two-thirds of our population, a secure disposal
of their little earnings, which would otherwise
be squandered.”

Few, if any, mutual savings banks were in
business to make a profit; many even refused
to accept large deposits.  An officer of the
Savings Bank of Baltimore proudly noted that
his bank did not “take over $500 at any time,
for any person. . . . We have several instances of
women, who, during the summer, deposited a
dollar per week.  This is the most desirable
kind of depositor, for all this is saved from lux-
ury and dress.”

Savings and Loan Associations
The first savings and loan associations (S&Ls) were founded during

the 19th century to help wage earners become homeowners.  People
formed an association and regularly deposited their savings.  Then, as the
pool of savings grew, the association’s members bid for mortgage funds.

Members of the early S&Ls usually shared a common affiliation;
often they worked at the same occupation or lived in the same neighbor-
hood.  Most members of America’s first S&L, the Oxford Provident
Society (1831), worked in the textile trades of Frankford, Pennsylvania.

The Oxford Society was founded out of necessity.  Frankford’s textile
workers wanted to build or buy their own houses, but few of them would
have been able to borrow money from a conventional bank because the
banks were primarily interested in commercial customers.

With no place else to turn, the textile workers and a few civic-mind-
ed citizens devised a system to create their own source of mortgage fund-
ing.  Each member paid an initial fee of $5 and deposited $3 a month
thereafter.  Any member who missed 12 consecutive monthly payments
could be expelled from the Society.  (The 13 trustees who ran the Society
were also subject to certain penalties:  25 cents for missing a scheduled
meeting and 25 cents for attending a meeting in a state of intoxication.)

As the pool of savings grew, members of the Society were allowed to
bid for mortgage funds.  Records show that the Oxford Provident Society’s
first homebuilding loan went to Mr. Comly Rich, who borrowed $375
and paid a $10 premium for the loan.  The premium took the place of
interest.

Massachusetts developed its own S&Ls, which were called coopera-
tive banks.  The first such institution, Pioneer Cooperative Bank of
Boston, opened its doors in 1877.

Credit Unions
The credit union movement began during the mid 19th century,

when desperate German farmers banded together to address their credit
needs.  The concept was simple:  Farmers purchased shares in a coopera-
tive, and the cooperative used the money to make loans to the farmers at
reasonable rates.

Rural credit unions and farmers’ cooperatives enjoyed modest suc-
cess.  But the focus of the credit union movement ultimately shifted from
the farms of Germany to the industrial centers of America, where work-
ing class and middle class people lacked access to mainstream banks.

Most credit unions were founded by people who shared a workplace
affiliation, but many were also started by people who lived in the same
neighborhood or belonged to the same house of worship.

The American credit union has strong ties to New England.  In 1908,
the first credit union in the United States began operating in New
Hampshire.  Massachusetts adopted credit union legislation the follow-
ing year.

Boston department store owner Edward A. Filene was an early pro-
ponent of credit unions.  He took the position that credit unions benefit-
ed employers as well as employees “because instead of having his work-
men harassed by loan agents, the employer gets workmen, who, if they
have to borrow in some emergency, borrow among the men with whom
they are working and who help them get on their feet and get steady.”
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The good news is that the survey is focusing greater attention on the
need to improve financial literacy.  A number of national groups, includ-
ing the Federal Reserve and the U.S. Treasury, are now working with
Jump$tart to help students acquire the tools to make informed financial
decisions.

The financial literacy survey was developed and conducted by Dr.
Louis Mandell, professor of finance at SUNY Buffalo.  Dr. Mandell has
been involved in the project since it began in 1997. www.jumpstart.org
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If you believe high schoolers ought to
graduate with enough basic knowledge to
make sound financial decisions, then you’ll
find cause for concern and reason for optimism
in Jump$tart Coalition’s most recent financial
literacy survey.

The cause for concern is readily apparent.
Since 1997, when Jump$tart began assessing
the financial literacy of America’s 12th graders,
results have actually declined.  The average
score among participating 12th graders in 2002
was 50.2 percent — down from 51.9 percent in
2000 and 57.3 percent in 1997.  According to
the survey’s executive summary, “Students did
best on questions relating to income (61.6%)
and worst on those relating to savings and
investments (41.6%).”

“No matter who you are, making informed
decisions about what to do with your
money will help build a more stable 
financial future for you and your family.”

Alan Greenspan, Chairman
Federal Reserve Board

Top 5 Fundamentals

The Federal Reserve Board and the U.S. Treasury Department have
identified five fundamental practices that consumers should follow
to manage their personal credit:

1. Build savings to avoid high-cost debt and improve payment
options.
2. Pay bills on time.
3. Pay more than the minimum payment.
4. Comparison shop for credit and obtain only the credit you need.
5. Understand your credit history and how it affects you. 

Financial Literacy Survey:  
Cause for concern; reason for optimism



Two national organizations — the
Jump$tart Coalition and the National Business
Education Association — have developed cur-
riculum standards for personal finance.  The
standards represent each organization’s view of
what a financially literate person ought to know. 

Here’s what Jump$tart says about its cur-
riculum standards:

“Jump$tart developed this set of educator
standards that received input from a panel of
elementary and secondary school teachers, as
well as numerous other educators throughout
the country. The standards cover four key areas:
income; money management; spending and
credit; and saving and investing. Within each
area are specified skills and concepts that the
coalition believes students should be taught
before their graduation from high school.”

Also, there is a completed set of bench-
marks that correlate with the standards to indi-
cate the knowledge and skills that students
should possess at different grade levels. These
benchmarks can be used for structuring per-
sonal finance curricula. 

We list here only the basic standards, but
those of you who are interested in the bench-
marks can view them online: http://www.
jumpstart.org/guide.html

Jump$tart Coalition’s Personal
Finance Standards

Income
Students will be able to:
1. Identify sources of income.
2. Analyze how career choice, education, skills,
and economic conditions affect income.
3. Explain how taxes, government transfer pay-
ments, and employee benefits relate to dispos-
able income.

Money Management
Students will be able to:
1. Explain how limited personal financial
resources affect the choices people make.

2. Identify the opportunity cost of financial decisions.
3. Discuss the importance of taking responsibility for personal financial
decisions.
4. Apply a decision-making process to personal financial choices.
5. Explain how inflation affects spending and investing decisions.
6. Describe how insurance and other risk-management strategies protect
against financial loss.
7. Design a plan for earning, spending, saving, and investing.
8. Explain how to use money-management tools available from financial
institutions.

Spending and Credit 
Students will be able to:
1. Compare the benefits and costs of spending decisions.
2. Evaluate information about products and services.
3. Compare the advantages and disadvantages of different payment methods.
4. Analyze the benefits and costs of consumer credit.
5. Compare sources of consumer credit.
6. Explain factors that affect creditworthiness and the purpose of credit
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records.
7. Identify ways to avoid or correct credit prob-
lems.
8. Describe the rights and responsibilities of
buyers and sellers under consumer protection
laws.

Saving and Investing
Students will be able to:
1. Explain the relationship between saving and
investing.
2. Describe reasons for saving and reasons for
investing.
3. Compare the risk, return, and liquidity of
investment alternatives.
4. Describe how to buy and sell investments.
5. Explain how different factors affect the rate
of return on investments.
6. Evaluate sources of investment information.
7. Explain how agencies that regulate financial
markets protect investors.

NBEA Achievement Standards
for Personal Finance

The curriculum standards of the National
Business Education Association (NBEA) cover a
range of concepts intended to provide students
with “the necessary analytical tools for address-
ing economic issues, both personal and societal.”  

We list here only the achievement stan-
dards related to personal finance, but if you
would like to view the others, or if you’d 
like more detail on the personal finance stan-
dards, here’s a link to the NBEA web site:
http://www.nbea.org/curfbes.html

Personal Decision-Making
Use a rational decision-making process as it applies to the roles of citi-
zens, workers, and consumers.

Earning a Living
Identify various forms of income and analyze factors that affect income
as a part of the career decision-making process.

Managing Finances and Budgeting
Develop and evaluate a spending/savings plan.

Saving and Investing
Evaluate savings and investment options to meet short- and long-term
goals.

Buying Goods and Services
Apply a decision-making model to maximize consumer satisfaction
when buying goods and services.

Banking
Evaluate services provided by financial deposit institutions to transfer
funds.

Using Credit
Analyze factors that affect the choice of credit, the cost of credit, and the
legal aspects of using credit.

Protecting Against Risk
Analyze choices available to consumers fortection against risk and finan-
cial loss. 



Want to learn more about consumer cred-
it?  Here’s a list of resources to get you started.
Some are “gateway sites” with links to a variety
of resources; others have a more specific focus.
Our online version of The Ledger has direct
links to most of the listings.

Gateway Sites
Consumers Union, publisher of Consumer
Reports, has an online listing that covers two
dozen topic areas related to financial services,
including sections on bank cards and credit
bureaus. http://www.consumersunion.org/i/
Financial_Services 

Consumer World® is “a public service, non-
commercial guide with over 2,000 of the most
useful consumer resources.”  Created by Edgar
Dworsky, a consumer advocate/educator and
attorney, the site is a treasure trove of useful
information.  Be sure to check it out!
http://www.consumerworld.org/

The Federal Trade Commission consumer information
site has six pages of listings related to credit.  Almost
all the resources are available online in text or PDF for-
mat.  Very comprehensive.
http://www.ftc.gov/bcp/menu-credit.htm

The Federal Reserve Bank of Chicago’s Financial
Education Resource Center web site features a collec-
tion of research articles, working papers, reports, and
other studies related to financial education.  There’s
also a listing of national financial education programs.
h t t p : / / c h i c a g o f e d . o r g / c e d r i c / f i n a n c i a l
_education_research_center.cfm

Jump$tart Coalition is one of the preeminent national
organizations involved in promoting personal finan-
cial literacy.  Its web site features sections on curricu-
lum standards, resources,  and best practices.
http://www.jumpstart.org

There’s a Lot to Learn about Money is the Federal Reserve’s
gateway site to resources on personal financial educa-
tion.  The Loans and Credit section has information on
the cost of using a credit card, credit reports, your credit
rights, and related publications. http://www.federalre-
serveeducation.org/fined/index.cfm

The U.S. Treasury Department’s Office of Financial Education web site
features a Federal Financial Education Directory and a financial educa-
tion newsletter. http://www.treasury.gov/financialeducation

Specific Topics
“The Advertising of Installment Plans,” by Sharon Murphy, Essays in
History, Volume 37, University of Virginia, 1995 
http://etext.lib.virginia.edu/journals/EH/EH37/Murphy.html

Building Wealth:  A Beginner’s Guide to Securing Your Financial Future,
Federal Reserve Bank of Dallas.  PDF:  http://www.dallasfed.
org/ca/wealth/pdfs/wealth.pdf Interactive version: http://www.
dallasfed.org/ca/wealth/index.html

“Car Debt Getting Out of Hand,” by Lawrence Ulrich, Money Magazine,
January 28, 2004 http://money.cnn.com/2004/01/23/pf/autos/
upside_down/

“Consumer Credit and Financial Modernization,” remarks by Federal
Reserve Chairman Alan Greenspan, October 11, 1997 http://www.
federalreserve.gov/BoardDocs/speeches/1997/19971011.htm
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“Consumers and Credit Disclosures:  Credit
Cards and Credit Insurance.” Thomas A.
Durkin, Board of Governors of the Federal
Reserve System, Division of Research and
Statistics http://www.federalreserve.gov/
pubs/bulletin/2002/0402lead.pdf

“Credit Cards: Use and Consumer Attitudes,
1970-2000.” Thomas A. Durkin, Board of
Governors of the Federal Reserve System,
Division of Research and Statistics.  Nicole
Price provided research assistance. http://
www.federalreserve.gov/pubs/bulletin/
2000/0900lead.pdf

Federal Reserve statistics on the volume of con-
sumer credit http://www.federalreserve.
gov/releases/g19/current/default.htm

“Has Widespread Use of Credit Cards
Contributed to the Increase in Personal
Bankruptcy?” by Joanna Stavins, Regional
Review, Vol. 10, No. 4, Federal Reserve Bank of
Boston http://www.bos.frb.org/economic/
nerr/rr2001/q1/issues.htm

“The History of Credit & Debt,” by Steve
Rhodes, Myvesta – A Nonprofit Consumer
Education Organization http://myvesta.
org/history/

“How Credit Cards Work,” http://money.
howstuffworks.com/credit-card.htm

“A Look at Household Bankruptcies,” by
Mamie Marcuss, Communities & Banking, Spring
2004, Federal Reserve Bank of Boston

http://www.bos.frb.org/commdev/c&b/2004/spring/Bankruptcies.pdf

“A (Mild) Defense of Luxury,” by James B. Twitchell, Regional Review, Vol.
11, No. 4, Federal Reserve Bank of Boston http://www.bos.frb.org/
economic/nerr/rr2001/q4/luxury.htm

“Teens and Their Money Will Soon Be Parted,” USA Today, April 1, 2004.
http://www.usatoday.com/money/perfi/general/2004-04-01-failing-
finance_x.htm 

Third Annual Financial Literacy Survey, Consumer Bankers Association
http://www.cbanet.org/issues/financial_literacy/financial_literacy.html

“12 Credit Card Secrets Banks Don’t Want You to Know,” Massachusetts
Office of Consumers Affairs and Business Regulation http://www.state.
ma.us/consumer/Pubs/credsecr.htm

Your Credit Report:  What It Says About You, Federal Reserve Bank of San
Francisco http://www.frbsf.org/publications/consumer/creditreport.
html

Books
A Piece of the Action:  How the Middle Class Joined the Money Class, Joseph
Nocera, Simon & Schuster, 1994.

Financing the American Dream, Lendol Calder, Princeton University Press, 2001.

The Fragile Middle Class:  Americans in Debt, Teresa A. Sullivan, Elizabeth
Warren, and Jay Lawrence Westbrook, Yale University Press, 2000

The History of Consumer Credit:  Doctrines and Practices, Rosa-Maria Gelpi
and Francois Julien-Labruyere, St. Martin’s Press Inc., 2000.

Paying with Plastic:  The Digital Revolution in Buying and Borrowing, David
Evans and Richard Schmalensee, MIT Press, 1999. 

Alternative Points of View
Maybe some of you are thinking that because we’ve make a connection
between consumer credit and an increased standard of living, that we
might be trying to encourage people to go into debt or that we’re saying
that more possessions will make you happier.  Just to be clear, that’s not
what we’re saying.  And if you’re looking for resources that don’t neces-
sarily express a mainstream point of view, here are two:

Affluenza, a 1998 PBS program that examined “the high cost of achieving
the most extravagant lifestyle the world has ever seen.”  Here’s a link to
the Affluenza Teachers Guide.
http://www.pbs.org/kcts/affluenza/treat/tguide/tguide6.html

“The Current Trend of Excessive Consumption Is Creating a Consumer
Culture That Values Quantity Above Quality,” by Ralph Nader, June 5,
2000 http://www.commondreams.org/cgi-bin/print.cgi?file=/
views/060500-104.htm
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