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Introduction1 

Federal regulators first required credit card disclosures in 1968, when revolving 
consumer debt in the United States equaled around $2 billion.2  The idea was to 
help consumers make informed decisions by notifying them of card issuers’ 
policies and fees. As of year-end 2006, consumer revolving debt had risen to 
$876 billion,3 and consumers seemed no wiser. Credit card products are more 
complicated than they were in 1968, because card issuers now compete in part by 
varying the terms and conditions of the cards. But the rules of disclosure—the way 
in which the terms and conditions are communicated to end users—have scarcely 
evolved in the last 40 years.4   

A surge in customer complaints about fees attracted the attention of legislators 
and regulators. In 2004, federal banking regulators commenced a number of 
initiatives to examine the effectiveness of mandated disclosures.5  Congress 
upped the ante with the bankruptcy reform legislation of 2005 which, among other 
things, added new disclosure requirements for credit cards. At the request of 
Senator Carl Levin, in September 2006, the Government Accountability Office 
(GAO) issued a report pointing out the increased complexity in rates and fees for 
credit cards.6 The Federal Reserve Bank in May 2007 finally released its 
proposed amendments to Regulation Z, the regulation that lays out the form 
disclosures must take to satisfy credit disclosure laws.7   

Some banks had taken note of consumers’ frustrations and of the increased legal 
and regulatory attention. When their experiences and research convinced them 
that it was in their own interest to clarify card policies for their customers, they 
began experimenting with strategies to increase their customers’ understanding.  

Today a number of financial institutions are working on several fronts to provide 
clear, comprehensive information to consumers. In each case, the issuers 
highlight the information most important to consumers, while following disclosure 
regulations. One issuer summarizes the rates and fees at the front of the 
cardmember agreement, set off in bold type. Others use supplemental materials in 
addition to the standard cardholder agreement—in one case even exploring new  

                                                
1 The author thanks the following people for their research and editing assistance: Sylvia Lindman, Elizabeth Schiltz, Sarah Cohen, 
Alex Baker, and Ellen Seidman. 
2 Federal Reserve, G19 release, September 10, 2007. Seasonally adjusted data. See 
http://www.federalreserve.gov/releases/g19/hist/cc_hist_sa.html. 
3 Ibid. 
4 Except for one comprehensive overhaul in 1982, the basic form of credit card disclosures has been subject of only minor tinkering 
since 1968.  69 Federal Register 70926 (Dec. 8, 2004). 
5 In 2004, six agencies launched the “Financial Privacy Notice Form Development Project” to research effective privacy notices (see 
http://www.ftc.gov/privacy/privacyinitiatives/financial_rule_inrp.html), and the Federal Reserve Board announced a comprehensive 
review of its regulations on credit disclosure rules. See 
http://a257.g.akamaitech.net/7/257/2422/06jun20041800/edocket.access.gpo.gov/2004/pdf/04-26935.pdf.  
6 “Credit Cards: Increased Complexity in Rates and Fees Heightens Need for More Effective Disclosures to Consumers,” General 
Accountability Office, GAO-06-929, September 2006. 
7 “Truth in Lending; Proposed Rule,” Federal Register 72:114, June 14, 2007, pp. 32948-33145. See 
http://edocket.access.gpo.gov/2007/pdf/07-2656.pdf. 
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ways to communicate throughout the customer lifecycle. In all cases, representatives of banks making 
these changes say that the trust built through clear disclosures will probably lead to longer relationships 
with customers, and those longer relationships in turn will be more profitable for the banks.  

This paper describes some of the strategies three major banks are using to supplement current disclosure 
practices. Most of the innovations highlighted involve materials sent to cardholders in addition to required 
disclosures. One institution is working directly with the legal disclosures to improve readability and clarity. 
One has extended their work beyond credit cards to include a broader range of financial products. 

These efforts are still emerging, and conclusive evidence about their effectiveness isn’t yet available. But 
each company’s research, combined with the findings of the GAO and Federal Reserve Bank, make clear 
that such changes are due. Although disclosures can help level the playing field, issuers, regulators, and 
users increasingly agree that, in the increasingly complex world of credit cards, disclosure statements 
alone may not be enough. 

CFSI conducted phone and in-person interviews with the three institutions: U.S. Bank, Wells Fargo, and 
Citi Cards. We asked about their innovations and philosophies regarding credit card disclosure and 
customer communications. In addition, we examined the current discussion in Washington, D.C., 
regarding credit card disclosures. Our goal was to learn what financial institutions are doing to help their 
customers understand their credit cards and to see if early lessons were emerging that would apply to 
other financial products. 

Background 

The past four decades have seen tremendous changes in the financial habits of Americans, in part 
because of the way financial products have evolved. Banks and credit unions compete by offering more 
choices—and more complexity—in everything from checking accounts to home mortgages. Consider 
credit cards, the primary focus of the disclosure debate. Once used mostly for periodic and major 
purchases, credit cards have become an increasingly routine way for consumers to buy everything from 
their morning coffee to their evening entertainment. “Put it on my card” is now a way of life.  

In 1970, only 16 percent of families had a general-purpose card; in 2002, 81 percent of families had 
access to a credit card.8  According to the U.S. Census, more than 600 million general-purpose cards were 
in circulation in the United States in 2002, with more than 6,000 credit card issuers. On average, each U.S. 
cardholder carries eight different credit cards. People use their cards more, too. Between 1990 and 2005, 
the number of cards in use more than doubled to 691 million, while total annual charge volume has 
roughly tripled, to $1.8 trillion.9 Over that same period, total outstanding revolving debt grew from $239 
billion to $825 billion.10   

                                                
8 Responsible Credit Partnership, “Credit Card Debt: Helping the Consumer Become a Better Financial Manager,” The Saint Paul 
Foundation (2003). 
9 “Credit Cards: Increased Complexity in Rates and Fees Heightens Need for More Effective Disclosures to Consumers,” General 
Accountability Office, GAO-06-929, 2006, p. 10. 
10 Federal Reserve, G19 release, September 10, 2007. Seasonally adjusted data. See 
http://www.federalreserve.gov/releases/g19/hist/cc_hist_sa.html. 



Toward Better Informed Consumers: A Collection of Strategies from Financial Institutions 

 

 

 
4 

Banks vie with one another through innovations in products, marketing strategies, and account 
management practices. Pricing innovations, including the shift from one-size-fits-all to risk-based pricing 
and fee changes, has increased the complexity as well. The result is increased complexity for consumers.   

The Rules of Disclosure  

The Truth in Lending Act (TILA) of 1968 was designed to inform consumers and protect them from unfair 
credit card practices. TILA mandates that credit card issuers disclose all terms and fees of the credit card 
agreement to new and potential customers. 

Federal Reserve Board Regulation Z governs the timing, content, and format of the disclosures. The 
Schumer box (see Table 1) is the primary method of disclosure required by Regulation Z. The Bankruptcy 
Abuse Protection and Consumer Protection Act of 2005 required new disclosures and warnings. 
Nevertheless, the Acting Comptroller of the Currency, Julie L. Williams, told Congress in 2005 that “a 
fundamental change in our approach to consumer disclosure laws and regulations may be called for.”  

 

Table 1: Schumer Box 
Annual percentage rate 
(APR) for purchases 

2.9% until 11/1/06 
after that, 14.9% 

Other APRs Cash-advance APR: 15.9% 
Balance-Transfer APR: 15.9% 
Penalty rate: 23.9% See explanation below.* 

Variable-rate information Your APR for purchase transactions may vary. 
The rate is determined monthly by adding 
5.9% to the Prime Rate.** 

Grace period for repayment 
of balances for purchases 

25 days on average  

Method of computing the 
balance for purchases 

Average daily balance (excluding new 
purchases) 

Annual fees None 
Minimum finance charge $.50 
Transaction fee for cash advances: 3% of the amount advanced 
Balance-transfer fee: 3% of the amount transferred 
Late-payment fee: $25 
Over-the-credit-limit fee: $25 
  * Explanation of penalty. If your payment arrives more than ten days late two times within a 
six-month period, the penalty rate will apply. 
** The Prime Rate used to determine your APR is the rate published in the Wall Street 
Journal on the 10th day of the prior month. 
Source: Example provided by Federal Reserve Board, 2004. See http://www.federalreserve.gov/Pubs/shop/#info.  
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The GAO followed up with its own report—a paper released in September 2006, “Credit Cards: Increased 
Complexity in Rates and Fees Heightens Need for More Effective Disclosures.” The study is based on an 
examination of 28 credit cards from the six largest issuers. The GAO analyzed disclosures from these 
cards for usability and concluded that standard disclosure statements are largely ineffective at getting 
information across. (See Table 2.) Customers cannot identify the rates, fees, and rules associated with 
their cards, nor do they understand the key financial concepts necessary for best using their cards.  

Proposed Changes to Rules of Disclosure 

The GAO report generated several bills related to credit card practices that are currently pending in 
Congress. Although these bills deal with many issues, some provisions address disclosure requirements. 
For example, new disclosures would have to explain how much of the minimum monthly payment goes 
toward the balance, interest, or fees; what percentage of the total account balance a minimum payment 
would be; what minimum payments would be needed to pay off the account balance within 36 months; and 
how much credit would add up if a person paid only the minimum. Other provisions would prohibit 

Table 2: Weaknesses in credit card disclosures 
1. Written at too high a level: Typical disclosure statements were written at 
a 10th- through12th-grade reading level, with some portions of actual 
disclosure documents written at even more sophisticated levels. Nearly half 
the U.S. population reads at an 8th-grade level. 
 
2. Pertinent information found toward the end of sentences: Readers 
need to wade through a lot of text before reaching important information. 
 
3. Failure to group related information: Annual percentage rate (APR) 
information or fee information, for instance, is found in various places in the 
Schumer Box or even in other documents. 
 
4. Unnecessary emphasis on specific terms: Bold or capital lettering can 
distract readers from important information. 
 
5. Ineffective headings: In many disclosure documents, headings are hard 
to distinguish from surrounding text. 
 
6. Superfluous content: Specifically in describing how the prime rate is 
determined, disclosures include information beyond what is useful or 
understandable to a customer. 
 
7. Overly wordy, complex language used to describe simple concepts.  
 
Source: “Credit Cards: Increased Complexity in Rates and Fees Heightens Need for More Effective 
Disclosures to Consumers,” General Accountability Office, GAO-06-929, 2006. 
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deceptive disclosure practices, such as misrepresenting the bank prime rate, and require credit card 
issuers to report to the Federal Reserve Board on specific interest rates and fees, the number of 
customers affected by each rate and fee, and the profit amassed by issuers as a result of these rates and 
fees.  

Having compiled input from issuers, consumer groups and consumers, the Federal Reserve Board in May 
2007 issued for public comment proposed amendments to Regulation Z regarding the format, content, and 
timing of credit card disclosures. Its recommendations are divided into five types of disclosures, 
summarized in Table 3.  

As the table shows, the approach taken by U.S. regulators and policymakers focuses on revising current 
disclosure statements. Yet financial products and services have become so complex that traditional 
disclosure statements may no longer give consumers all the information they need to understand the 
products they own and to use them successfully.  

The Strategies 

Several institutions are beginning to implement strategies to better inform their customers—some on credit 
cards specifically, others on a broader array of products and services. We focus on three financial 
institutions:  

• Citi Cards worked to improve the readability of its credit card disclosure statements and make 
the information “clear and transparent.” The front of the cardholder agreement prominently 
highlights the rates and fees. Within the agreement itself, as well as in solicitations and billing 
statements, Citi Cards has improved readability to an 8th-grade level, adjusted font type, and 
refreshed the layout with color and white space. In addition, Citi Cards has adopted a “Use 
Credit Wisely” plain language tool designed for its college-student and “new to credit” customers.  

• Wells Fargo designed a “clear disclosures” test to supplement the agreement and disclosures of 
college credit card customers. The test uses direct mail to explain how to build good credit and 
avoid paying fees by using the tools that come free with the credit card account. This test builds 
on other strategies Wells Fargo employs to educate college cardholders. 

• U.S. Bank launched a corporatewide “direct, plain, and simple” effort and added “quick start 
guides” to many of its products. The credit card division is testing simplified disclosure messages 
that are included with cardholder agreements, and is also expanding customer education 
programs.  

The following discussion explores the key themes emerging from these efforts. We summarize what has 
motivated the banks to implement these programs, what types of programs they are adopting, how they 
are disseminating their communication tools, and how they will measure success. 

Motivation for Change 
Although credit card issuers have increased efforts to educate cardholders and intervene earlier when 
cardholders exhibit warning signs, they have very few personal interactions with cardholders throughout 
the customer lifecycle, and disclosures are their primary method of communication with their customers.  
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Table 3: Federal Reserve Bank’s Recommended Amendments to Regulation Z 
Type of Disclosure Format Content Timing 

Applications and 
solicitations 

Schumer Box: type 
size, font, use of 
boldface, placement of 
information, use of 
cross-references 

Must state the duration 
that penalty rates may be 
in effect; shorter disclosure 
about variable rates; 
highlight effect of payment 
allocation practices; refer 
to consumer education 
materials 

 

Account-opening 
disclosures 

Must include summary 
table, similar to 
Schumer 

Rule clarifies which 
charges must be disclosed 
in writing at account 
opening, and which can be 
disclosed orally, or before 
customer becomes 
obligated to pay 

 

Periodic statement 
disclosures 

Itemize interest 
charges for different 
types of transactions, 
provide separate totals 
of fees and interest for 
month and year to 
date, and disclose 
effect of making only 
minimum required 
payments 

Modified terminology for 
effective APR disclosure to 
be clearer 

 

Changes in 
consumer’s interest 
rates and other terms 

When change in terms 
notice accompanies a 
periodic statement, 
tabular disclosure 
required on front of 
statement 

 Increase advance 
notice before term 
changes to 45 days 

Advertising provisions Ads that state 
minimum monthly 
payment must state in 
equal prominence the 
time required to pay 
the balance and the 
total amount paid if 
only minimum 
payments are made 

Ads may refer to a rate as 
fixed only if they specify a 
period for which the rate is 
fixed, or if rate is fixed for 
duration of plan 

 

Source: “Truth in Lending; Proposed Rule,” Federal Register 72:114, June 14, 2007, pp. 32948-33145. See 
http://edocket.access.gpo.gov/2007/pdf/07-2656.pdf. 
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As a Citi Cards representative said, “Disclosures are the way we speak to our customers.” Thus, 
motivation to change came from either formal investigation or anecdotal evidence that customers did not 
understand fees and were frustrated.  

For example, Wells Fargo informally surveyed its customer service representatives and found that the 
most frequent questions they were hearing from customers had to do with fees. Further, they found that a 
significant proportion of the customers asking these questions were considered “high-value” customers. 
U.S. Bank recognized that consumer relationships may be hurt if its customers could not understand how 
the bank describes its products.  

Increased interest from legislators and regulators also prompted card issuers to make changes. Citi Cards 
was one of the six issuers that participated in the GAO study of credit card disclosures, and the experience 
prompted Citi Cards to reevaluate the readability of its disclosure materials. 

U.S. Bank’s programs came in the context of changes throughout the company, whereas Citi Cards’ and 
Wells Fargo’s are more focused on specific divisions and products. 

Readability 
In a disclosure statement, the information disclosed and the language used may not be the only factors 
that make a difference in customer understanding and behavior. The GAO reported that the tools of 
design—such as the use of color, space, placement of illustrations and text—were as important as clear 
language in enhancing customers’ understanding.  

In 2006, Citi Cards began analyzing its disclosures by convening focus groups to test the clarity of its 
Schumer box and other disclosure materials used throughout the customer lifecycle. In addition to 
studying font and reading level, Citi Cards analyzed the use of color, white space and other graphic 
devices. On the basis of the focus groups as well as the GAO report, Citi Cards decided to make 
disclosures in its solicitations, card agreements, and billing statements readable at an 8th-grade reading 
level. The company reviewed each paragraph of these disclosures and used simple rules of thumb to 
make changes, including fewer words, shorter sentences, less use of the passive voice, and more eye-
catching formats. Some disclosures describe a complex topic by first posing a simple question, then 
answering it with clear language. Bright blue is used to highlight sections of disclosure materials that 
customers most value.  

Based on responses from focus groups, U.S. Bank concluded its disclosures should be simple in language 
and content and plain in appearance and organization. Materials should be short, indicate key points that 
are important to read, and use diagrams and charts, where appropriate, to quickly communicate the salient 
facts. 

Readability is a major consideration for other banks in creating their supplemental disclosure materials as 
well. 
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Communication Materials and Methods 
Wells Fargo conducted an informal survey of credit card customer service representatives to identify what 
frustrated customers most about their agreement and disclosure forms. The bank’s research uncovered 
three primary areas of concern for customers: late fees, over-limit fees and overdraft protection. Wells 
Fargo looked for new ways to explain fees early on and 
help customers avoid them. 

The bank launched a two-phase “clear disclosures” test 
to new college credit cardholders. Both phases will use 
the same new “plain language” supplemental material—
first distributed in a customer welcome kit, and later sent 
via direct mail. Using findings from qualitative research, 
the insert was designed in an attention-grabbing way, 
using clear language and bold graphics to describe ways 
to build good credit and avoid fees. Three different 
designs were presented to a focus group as options. The 
preferred design, called “Simple Rules,” describes four 
simple ways to avoid paying fees and four bank services 
to help manage a credit card account successfully. (See 
Figure 1.) 

The bank chose college cardholders as a test audience 
because they are relatively new to credit and would 
benefit from information about behaviors to help them 
build good credit and avoid fees. The bank’s research 
showed that students do not consider themselves 
knowledgeable about credit and want to learn more about 
building good credit. These two characteristics suggest 
that the results from the test phase may also apply to the 
wider credit cardholding population. Wells Fargo’s 
qualitative research also found that college students were 
receptive both to mail and e-mail but did not want the 
materials to look like junk mail or spam.  

U.S. Bank tested different designs and found that 
customers didn’t respond when material appeared either 
too legal and complicated or too slick. They had to strike 
a balance between the two. U.S. Bank’s expanded 
customer education program, targeted at college 
students, has been exploring the right messages and 
communication vehicles for reaching consumers. For 
example, U.S. Bank included a series of four of Visa’s 
“Practical Money Skills for Life” inserts with statements 
over a six-month period and distributed “What’s My 

Figure 1: Wells Fargo Communication 
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Score?” booklets to college students who applied for a card.11  More recently, the bank is testing a strategy 
of sending simplified disclosure statements with initial cardholder agreements. (See Appendix 1.) 

Distribution 
The new materials are designed for delivery in different ways and at different stages. Citi Cards’ 
disclosures are delivered by mail and e-mail, without interaction with bank representatives, once an 
account is opened. Wells Fargo will use mail and online content. U.S. Bank’s supplemental disclosure is 
mailed, although other strategies use branch, telephone, and online channels.  
 
A number of the issuers highlighted their efforts to directly communicate with consumers and to tailor the 
message based on “behavioral triggers.” For example, a card issuer may send the customer an alert when 
the payment due date is approaching. Most issuers use email to send these alerts, although the mobile 
phone is increasingly being tested for such customer communications.  
 
All the banks have customer service representatives available to inform consumers at any point in the 
customer relationship lifecycle who have a problem or question, but some place more emphasis on people 

                                                
11 A deeper description of these findings can be found in the CFSI paper “Early Intervention and Credit Cardholders: Results of 
Efforts to Provide Online Financial Education to New-to-Credit and At-Risk Consumers,” January 2007, at 
http://www.cfsinnovation.com. 

Affinity Plus: An Entirely Different Approach
 
A different strategy to better inform consumers about their financial products is that of Affinity 
Plus, a federal credit union based in Minnesota, and one of the 100 largest credit unions in the 
United States, with $1.1 billion in assets. A few years ago, Affinity Plus underwent a dramatic 
overhaul of its organization, looking at all of its products and processes as well as the way it 
talked about itself. Affinity Plus found members asking for clear, succinct information on fees and 
interest rates and more forthcoming explanations from credit union representatives. In response, 
the credit union simplified its fee structure and then rolled out the new structure with new, more 
transparent communications strategy.  

Affinity Plus revised fees for all products dramatically, developing a list of core fees, decreasing 
the rate of non-core fees by half, and increasing core fees to offset these decreases. The credit 
union also launched a major marketing campaign about this new fee structure. The central goal 
was to shift away from a culture of disclosure—a word that suggests secrecy and partial 
information—to a culture of promotion, expressing pride in the fee structure and the 
completeness of the information released about it. 

This campaign has been highly successful in reducing customer dissatisfaction with fees and 
rates. Affinity Plus measured success by evaluating customer’s responses to this change and 
comparing fee income before and after the change. The credit union found there were fewer 
calls from consumers after this “promote versus disclose” change was instituted. The consumers 
who did call in were happier to pay the fees, because they understood them in advance and 
recognized they were a cost of doing business. Membership in the credit union grew, as did its 
fee income. Affinity Plus concluded that it was well worthwhile to develop a fee structure that 
benefits consumers and then clearly communicate those fees. 
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to help consumers directly. U.S. Bank found that its employees appreciate the opportunity to educate 
customers. 

Measuring Success 
It is too early to know what results card issuers will see as a result of these new strategies. Citi Cards is 
evaluating general customer response to the changes in its disclosures through its ongoing customer 
satisfaction surveys.  

Wells Fargo will measure the success of its supplemental disclosure test by a number of metrics including 
(but not limited to) late payment instances, overlimit incidences, and FICO score change over time. If the 
test is deemed successful, Wells Fargo plans to roll out supplemental disclosure communications for more 
populations through multiple channels.  

U.S. Bank is evaluating its overall corporate strategy by tracking customer satisfaction scores on its 
surveys. The simplified disclosures test conducted in the credit card group is being evaluated by 
measuring customer satisfaction.  

All these programs are complementary to Regulation Z. The programs that deliver general financial 
education are designed to fill the gaps in customers’ knowledge about the credit and financial services 
industries in general; others specifically refer customers to parts of the formal disclosure documents, 
getting them into the habit of looking at and exploring them. Significantly, all of these programs directly 
address the skepticism of consumers toward financial institutions by providing greater transparency. 

Conclusion 

While legal disclosures were designed to help consumers make informed decisions, they may no longer 
be sufficient in an era of increasingly complex financial products and services. Financial institutions have 
been motivated to employ a variety of communication tools beyond disclosure to help consumers 
understand how products work and what behaviors trigger penalty fees.  

While driven by outcry over credit card practices, financial institutions are extending this work to a range of 
other products and disclosures. The solutions vary, but they share some common traits: 

• Engaging the customer base consistently and repeatedly 

• Trying to identify solutions that respond to customers’ needs and wants 

• Communicating in simple, straightforward terms 

What does success mean for these efforts? Is it enough that customers understand the products—that is, 
although they may incur fees, they feel better about it because they knew about them ahead of time? Or 
will these tools actually lead to behavior change—that is, customers know what causes penalty fees and 
behave differently to avoid them? It is too early to say. Further research and testing are needed, especially 
research that measures behavior change in contrast to customer satisfaction. For financial institutions, the 
ideal situation would be for consumers to behave in ways that avoid penalty fees while increasing use of 
the products from their companies, so the impact on profitability is neutral, if not positive.  
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Bank representatives say customers are asking for information that is readable and easy to understand, 
and they believe clear disclosures will improve consumers’ trust of financial institutions and lead to longer, 
more fruitful relationships. Furthermore, financial institutions see greater clarity of products and product 
features as a competitive matter—a way to build trust among consumers, who are more likely to do 
business with the institution they trust most.  
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Appendix 

Figure 2: U.S. Bank Communication 

 

Note: Draft material. 
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About CFSI: 
The Center for Financial Services Innovation (CFSI), a non-profit affiliate of 
ShoreBank Corporation, facilitates financial services industry efforts to serve 
underbanked consumers across the economic, geographic and cultural spectrum.  It 
provides funding and resources, enables partnerships, and identifies, develops and 
distributes authoritative information on how to respond to the needs of the 
underbanked profitably and responsibly. CFSI works with banks, credit unions, 
technology vendors, alternative service providers, consumer advocates and policy 
makers to forge pioneering relationships, products and strategies that will transform 
industry practice and the lives of underbanked consumers.  For more on CFSI, go to 
www.cfsinnovation.com. 

 

ShoreBank is America’s first and leading community development and environmental 
banking corporation.  For more on ShoreBank, go to www.shorebankcorp.com. 

 


