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Overview
Mobile payments technology allows customers to make online and
point-of-sale purchases, pay bills, and send or receive money from their

smartphones via Web browsers, apps, or text messages, and it has the
potential to increase financial inclusion for consumers without bank

accounts—the unbanked.! To provide a better understanding of consumers’

views on the potential benefits and risks of mobile payments, particularly
for this population, this chartbook presents findings from a nationally
representative, Pew-commissioned telephone survey, focusing on
consumers' access to, usage of, and barriers to adoption of the technology,
and compares responses of those with and without checking accounts.
The key findings are:

e About 15 percent of U.S. consumers—approximately 37 million adults—
do not have a bank account; these consumers say overdraft fees are the
most common reason they are unbanked.?

e The majority of unbanked consumers have household incomes under
$25,000 annually.

e About 6in 10 unbanked consumers have a smartphone, but they are
nearly twice as likely as banked consumers to suspend or cancel their
cellphone plans because of the cost of maintaining coverage.

e Mobile payments use is significantly lower among the unbanked: About

39 percent of unbanked smartphone owners have ever made a purchase,

paid bills, or sent or received funds using mobile payments technology
compared with 64 percent of banked smartphone owners.

e Regardless of banking status, mobile payments users are more likely than

nonusers to be millennials or Generation Xers.

Unbanked consumers are less likely than those with bank accounts to
say that they will make a mobile payment in the next year and are less
interested in using a smartphone to receive rewards and discounts.

The most significant barrier to mobile payments use for unbanked
consumers is poor compatibility with paper checks, their most frequent
form of income, and cash, which they use regularly for payments and
purchases, even more than safety, which is the top concern of banked
consumers.



Figure 1

Nearty 37 Million Adults in the U.S. Do Not Have a Bank Account The survey found that about 15
percent of U.S. consumers are
unbanked, which translates to
approximately 37 million adults
and is consistent with the results

of earlier research by the Federal
Reserve Board.® About 21 million
of these people were previously
banked, holding a median of two
accounts. When asked whether

o they would like to have a checking
5 /O
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or savings account in the future,
77 percent say no.

go"
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Note: Results are based on 2,010 survey participants. Respondents were asked, “Do you currently have a checking or savings account, or not?”
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Figure 2
Most Unbanked Consumers Earm Less Than $25,000 a Year
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Is your total annual household income from all sources, and
before taxes ...” The distribution of income varied between unbanked and banked consumers at the 99 percent confidence level. Data may not
total to 100 percent because of rounding.
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Figure 3

Consumers Say High and Unpredictable Overdraft Fees Are the
Most Common Reason for Being Unbanked

Reasons for losing or closing bank accounts

Overdraft fees are too
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Note: Results are based on 671 survey participants who reported that they do not have a bank account. Respondents were asked, “I'm going
to read you some reasons why people might not have a bank account. For each, just tell me if each is or is not a reason for you.”
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For a typical fee of $35, most U.S.
banks allow consumers to overdraw
their accounts when they don't have
sufficient funds to cover debit card
point-of-sale and ATM transactions.*
The Consumer Financial Protection
Bureau has shown that the median
transaction amount of debit card
purchases that incurred such a fee
was just $24.50n average, people
who paid an overdraft penalty fee
also incurred additional fees, for

a total of $69 the last time their
account was overdrawn.® Overdraft
fees are a major reason that many
checking account holders exit the
banking system, which reduces their
access to lower-cost, mainstream
financial services and puts them at
greater risk of loss or theft of funds.”



Figure 4

Unbanked Consumers Are Financially Vulnerable and Incur
Additional Costs and Risks

Consequences of being unbanked
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Note: Results are based on 671 survey participants who reported that they do not have a bank account. Respondents were asked, “I'm going to
read you a list of six scenarios. For each, just tell me if each did or did not happen to you in the past 12 months because you didn't have a bank
account.”
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Sixty-five percent of the unbanked
earn less than $25,000 a year, and
these low-income consumers incur
additional costs and risks because
they lack access to mainstream
banking services. For example, 20
percent of unbanked consumers
reported having cash lost or
stolen. A study of low-income

Los Angeles area households, for
example, found that the average
unbanked consumer lost the
equivalent of nearly two weeks of
household expenses when cash
was lost or stolen.®



Figure 5

Unbanked Consumers Most Often Receive Their Wages by Checks About 84 percent of banked

or Money Ol’deTS consumers receive income through
direct deposit, but the most

common methods for unbanked

100% consumers to receive income are
checks or money orders. Prior
Pew research shows that many
unbanked consumers also receive

80%

income through direct deposit
onto general purpose reloadable
prepaid cards, which they use

like checking accounts.® In focus
groups designed to gauge whether
unbanked smartphone owners are
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Have you received income from work, government benefits,
or other regular sources in the past 12 months, or not?" and “How do you typically receive income?" The distribution of income disbursement
varied between unbanked and banked consumers at the 99 percent confidence level. Data may not total to 100 percent because of rounding.
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Figure 6
607% of Unbanked Consumers Have Smartphones

Unbanked 60% 25%

Banked 70% 22%

U.S. population 69% zz%
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Do you have a cellphone, or not?” and “Is your cellphone a
smartphone?” Cellphone ownership varied between unbanked and banked consumers at the 99 percent confidence level. Data may not total
to 100 percent because of rounding.
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Unbanked consumers are twice as
likely as banked consumers to be
without a cellphone, despite the

fact that more than half of them
have smartphones. Further, most
unbanked consumers who own basic
mobile phones don't plan on buying
a smartphone in the next year.
Cellphones can be especially costly
for lower-income consumers, such
as most of the unbanked. Shared or
family plans—which 68 percent of
smartphone owners use—often cost
between $100 and $200 a month."



Figure7

Maintaining Mobile Phone Service Can Be a Financial Hardship

for the Unbanked

Cancellations or suspensions and months without cellphone service, by banked

status
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Have you ever had to cancel or shut off your cellphone
service because it was too expensive, or have you not had to do this?” and “In the past year, about how many months have you had to do so?”
Cellphone access varied between unbanked and banked consumers at the 99 percent confidence level. Data may not total to 100 percent

because of rounding.
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The unbanked are nearly twice as
likely as banked consumers to have
canceled their cellphone service in
the past year because maintaining
it was too expensive. Those who
suspended service typically did so
once and were without access for
one month in the past year. From
2007 to 2014, the average annual
cost of cellphone service rose

from $608 to $963 a year.” Most
unbanked consumers gross less than
$2,000 monthly, so maintaining
cellphone service for a year could
cost them nearly half a month'’s pay.



Figure 8

Fewer Unbanked Cellphone Owners Have Data Plans

Mobile phone data and text messaging plans by banked status, compared with
the U.S. population
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Do you have a data plan, or not?” and “What kind of data
plan do you have?” “Do you have a text messaging plan, or not?” “What kind of text messaging plan do you have?” Data plans varied between
unbanked and banked cellphone owners at the 99 percent confidence level. Data may not total to 100 percent because of rounding.
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Text messaging is the most popular
mobile phone activity regardless of
age, gender, and income level.”® Text
message and email are also the two
most preferred ways that millennials
would like to receive notifications
from their financial institutions.™ In
this survey, access to text messaging
does not differ between unbanked
and banked consumers, but access
to data plans does.



Figure 9

Unbanked Consumers Reach Data Limits More Often Than Those
With Bank Accounts

Percentage of respondents

Il Unbanked smartphone owners

Notes: Results are based on 2,010 survey participants. Respondents were asked, “Do you have a data plan, or not?” and “What kind of
data plan do you have?” and “How often do you reach the maximum amount of data?” Data usage varied between unbanked and banked
smartphone owners with limited data plans at the 95 percent confidence level. Data may not total to 100 percent because of rounding.
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Among smartphone owners with
limited data plans, nearly half of
unbanked consumers reach their
data limits most or some months,
which indicates a high amount

of use. About 7 percent of U.S.
consumers rely exclusively on
their smartphones for accessing
the Internet (are smartphone-
dependent).” Households with
incomes under $30,000 annually,
which include about 60 percent of
unbanked consumers, are almost
twice as likely as the general
population to be smartphone-
dependent. Unless smartphone
owners with limited data plans can
access a Wi-Fi network or purchase
additional data, they would be
unable to use mobile payments
technology regularly.



Figure 10

Many Unbanked Consumers Have Neither Made nor Heard of
Making a Payment Using a Smartphone

Use and awareness of mobile payments

Make a
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Send or
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money

Receive
rewards

Mobile payments activity

Make a payment
using a text
message
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Percentage of unbanked consumers

M Heard of and done B Heard of B Neither

Notes: Results are based on 671 survey participants who reported that they do not have a bank account. Respondents were asked, “I'm

going to read you some things that people might do with smartphones. For each, just tell me whether you have heard of this, heard of
and done, or neither.” Data may not total to 100 percent because of rounding.
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A significant number of unbanked
consumers are unaware that it

is possible to make payments

via smartphone. Usage is also
significantly lower among the
unbanked: About 39 percent of
unbanked smartphone owners
have ever made a purchase, paid
bills, or sent or received funds
using mobile payments technology
compared with 64 percent of
banked smartphone owners.
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Figure 11

Unbanked Consumers Use Mobile Payments Less Frequently
Than Those With Bank Accounts
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “I'm going to read you some things that people might do with
smartphones. For each, just tell me whether you have heard of this, heard of and done, or neither.” Mobile payments usage varied between
unbanked and banked smartphone owners at the 99 percent confidence level.
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Unbanked smartphone owners
use mobile payments at
significantly lower rates than
banked smartphone owners
across all types of activity. Across
consumers and consistent with
prior research, smartphone
owners make mobile payments
more frequently by accessing a
website on their phones or using
an app than by sending a text
message."®



Figure 12

Age Is the Most Important Demographic Predictor of Mobile
Payments Use
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Do you currently have a checking or savings account, or
not?” “What is your age?” “What is the last grade of school you completed?” and “Is your total annual household income from all sources, and
before taxes ..." The percentages represent the relative importance of age, education, and income in predicting mobile payments use among
unbanked and banked smartphone owners.
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Mobile payments users, whether
banked or unbanked, are more
likely than nonusers to be
millennials or Generation Xers.
Among the three demographic
factors examined, age is the most
important in forecasting mobile
payments use among smartphone
owners; but the second-most
important variable differs by
banked status: education among
the unbanked and income for
those with bank accounts.
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Figure 13

Unbanked and Banked Consumers Tend to Use Different Mobile
Payments Apps
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “Have you ever used any of the following smartphone apps to
make payments or send and receive money? Just tell me yes or no for each one | read.” Use of PayPal and Starbucks varied between unbanked
and banked smartphone owners at the 99 percent confidence level.
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Unbanked smartphone owners

are less likely than banked
smartphone owners to have used
the PayPal and Starbucks apps,
but are equally likely to have used
the Google Wallet and Dunkin’
Donuts apps. Differences in usage
for Apple Pay were not statistically
significant.



Figure 14

Unbanked Consumers Are Less Interested in and Inclined to
Make Mobile Payments Than Those With Bank Accounts
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smartphone to receive
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “I'm going to read you some things that people might do with
smartphones. For each, just tell me whether you are definitely, maybe, or probably not likely to do this in the next 12 months.” and “I'm going
to read some reasons why people might use a smartphone to make payments or send and receive money. For each, just tell me whether each
does or does not interest you.” Likelihood and interest in mobile payments varied between unbanked and banked consumers at the 99 percent
confidence level. Data may not total to 100 percent because of rounding.
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Compared with banked consumers,
those without bank accounts are
less likely to make mobile payments
and less interested in the potential
benefits overall, which may be
explained by the barriers to use that
many unbanked consumers perceive.
For example, in focus groups, when
asked whether they were interested
in the idea of using their phone to
deposit and spend money as they
would with a checking account debit
card, many unbanked consumers
considered the concept convenient
because they always carry their
phones but also expressed
concerns—that banked consumers
did not—about the difficulty in
loading cash onto an app.”
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Figure 15

Unbanked Consumers Say Use of Cash Is a Major Barrier to Using
Mobile Payments
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Notes: Results are based on 2,010 survey participants. Respondents were asked, “I'm going to read you some reasons why people might not
use a smartphone to make payments or send and receive money. For each, just tell me if each is or is not a reason for you.” Mostly using cash,
concerns about running out of data, and concerns about running out of text messages varied between unbanked and banked consumers at the

99 percent confidence level.
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Unbanked and banked consumers
cite a number of the same barriers
to mobile payments use, including
comparable rates of concern about
safety, but unbanked consumers
are much more likely to report
that, because cash cannot be
easily loaded onto a smartphone,
frequent use of cash is an obstacle
to adoption of mobile payments
and somewhat more likely to

raise concerns about running out
of data and text messages. In
addition, both groups reported
equal understanding of the
benefits of mobile payments.



Conclusion

Mobile payments could offer a more convenient and less expensive way for Americans to manage their money,
especially the nearly 37 million U.S. adults who do not have bank accounts. This technology has given these
consumers a wider array of options for tracking expenses, depositing funds, making payments, and saving for the
future. Yet, this research shows that unbanked smartphone owners are less likely than smartphone owners who
have bank accounts to make mobile payments—39 percent and 64 percent, respectively—and are generally less
interested in using their smartphones for purchases.

About 60 percent of unbanked consumers have smartphones, but maintaining phone service is often a financial
hardship for this population. The unbanked are nearly twice as likely as banked consumers to suspend or cancel
their cellphone plans because they were too expensive. For the unbanked, the inability to easily load funds either
via check—which is how they most often receive income—or cash onto a smartphone is the most significant
barrier to use, even more than concerns about safety, which is the top concern among banked consumers.

Methodology

On behalf of The Pew Charitable Trusts, Social Science Research Solutions (SSRS) conducted a nationally
representative random-digit-dialing telephone survey of 1,339 banked and 671 unbanked consumers from Oct. 2
through Nov. 3, 2015. The margin of sampling error, including the design effect, is plus or minus 2.6 percentage
points. SSRS conducted 1,029 interviews via cellphone and 132 in Spanish.
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