Move from a Cash Money Economy

“At the end of World war II [1945] and just before the great changes in American banking, checking, and credit, most Americans—like virtually everyone else in the world—still use cash for buying and selling.  America, however, proved particularly eager to switch to new forms of payment, and by 1990 some $30 trillion a year was being transferred by check.  By 1993, about $400 trillion was being transferred each year by various electronic means” (Weatherford 223).

****************************************************

Credit Cards

Not surprisingly, credit cards were a scientific fantasy before they became a reality.  Most scholars agree that a utopian novel by Edward Bellamy was the first to mention a version of the credit card:

From Looking Backward published in 1888.

A credit corresponding to his share of the annual product of the nation is given to every citizen on the public books at the beginning of each year, and a credit card issued him with which he procures at the public storehouses, found in every community, whatever he desires whenever he desires it. This arrangement, you will see, totally obviates the necessity for business transactions of any sort between individuals and consumers. Perhaps you would like to see what our credit cards are like.
"You observe," he pursued as I was curiously examining the piece of pasteboard he gave me, "that this card is issued for a certain number of dollars. We have kept the old word, but not the substance. The term, as we use it, answers to no real thing, but merely serves as an algebraical symbol for comparing the values of products with one another. For this purpose they are all priced in dollars and cents, just as in your day. The value of what I procure on this card is checked off by the clerk, who pricks out of these tiers of squares the price of what I order."

Cars and credit card relationship? Some argue that cars and highways led to the need for credit cards.  When merchants knew their customers, transactions were in cash or based on knowing people and their honesty, their jobs, their family.  Cars took people beyond the known community.

 “The spread of credit cards in the 1960s provoked major changes in the shopping and paying patterns of customers.  The credit card freed their money from temporary constraints by allowing people to use money they had not yet earned or received but that they expected to earn at a later date” (Weatherford 227).  

In fact, some argue that the credit card and buying on credit “created money.”

For example:

Buying a $200 pair of shoes with a credit card increases the store’s sales for that day, adding $200 to the market.  For the store, credit card payments are income.  They pay their supplier, who pays the manufacturer; the clerk gets paid; the government gets taxes; and the store shows a profit.  The purchase puts money from tomorrow and deposits it into today’s market.

With credit cards and technology, the whole idea/concept of money is taken to a new plateau—a whole new metaphysical existence.  

Free money – money that’s even more metaphysical:

http://www.youtube.com/watch?v=hxdPIOUTd2k&feature=related

Electronic Funds Transfer and ACH

We have now moved even further from the physical existence of money with electronic transfers.  The original system for EFT’s (circa 1974) was “clumsy.”  “Institutions transferred money through the system by putting large numbers of deposits and payments onto magnetic tapes, which the Federal Reserve banks sent by courier from one bank to another. These computer tapes replaced the large amounts of paper that otherwise would have been used” (Weatherford 234).

By the 1990s, computers could send information via phone lines, thus eliminating the human involvement.  

Automated Clearing House or ACH

Automated Clearing House System began in 1974. 

"Automated Clearing House (ACH) is a secure payment transfer system that connects all U.S. financial institutions. The ACH network acts as the central clearing facility for all Electronic Fund Transfer (EFT) transactions that occur nationwide, representing a crucial link in the

national banking system. It is here that payments linger in something akin to a holding pattern while awaiting clearance for their final banking destination."

Lots more information at http://answers.google.com/answers/threadview?id=244497

Automated Clearing House (ACH) is the name of an electronic network for financial transactions in the United States. ACH processes large volumes of both credit and debit transactions which are originated in batches. 

 (Credit card payments are handled by separate networks.)

ACH credit transfers include direct deposit payroll and vendor payments. ACH direct debit transfers include consumer payments on insurance premiums, mortgage loans, and other kinds of bills. Businesses are also increasingly using ACH to collect from customers online, rather than accepting credit or debit cards.

ACH Transactions Growth

	
	# of transactions
	Monetary value of transactions
	
	

	2000
	6.1 billion
	
	
	

	2002
	8.05 billion
	21.7 trillion
	
	

	2003
	8.9 billion
	
	
	


Debit cards and ACH

Among electronic payments, debit card transactions grew the most in terms of number, from 8.3 billion in 2000 to 15.6 billion in 2003. The growth in debit card payments accounted for more than half the growth in electronic payments over the period.

PIN-based Transactions

The number of debit card payments authorized by a PIN increased from 3.0 billion in 2000 to 5.3 billion in 2003, an annual growth rate of 21 percent. Although PIN-based debit card payments had a higher growth rate than both ACH and credit card payments, they started from a smaller base. http://www.thefreelibrary.com/Trends+in+the+use+of+payment+instruments+in+the+United+States.-a0134672380

Electronic payment overtakes checks

2003: Surveys conducted by the Federal Reserve confirm that electronic payment transactions in the United States have exceeded check payments for the first time. The number of electronic payment transactions totaled 44.5 billion in 2003, while the number of checks paid totaled 36.7 billion.

Current stats

http://www.nacha.org/News/Stats/stats.html
see year end from 2008

volume increases

and 2009

Trivia (or not?)

Cashless monopoly  

http://www.canada.com/topics/news/world/story.html?id=488e476c-2309-4776-aab1-103ab5e18b47&k=19745
http://www.amazon.com/Hasbro-114-Monopoly-Electronic-Banking/dp/B000OOLNTY
Liataer:  a new kind of money

http://www.youtube.com/watch?v=vjYDhuLWUnE
