
Compass Advisory Notes

Pursuing Quality Innovation in
the Prepaid Card Industry

The Compass Advisory Notes are tools to help financial institutions apply CFSI’s Compass Principles to 
achieve excellence in the design and delivery of products. This Advisory Note offers recommendations for 
prepaid program managers to improve the quality of their card offerings.

THE CASE STUDIES
When we think about our economic engine, we think about the lifetime 
value of the customer. We are not looking to push short term transactional 

value, which is why we are so excited about the Compass Principles—it is an 
outward expression of how we feel internally. The Principles have encouraged us 
to look for ways to bring value to the customers and have a long-term relationship 
with them.”
:: Lisa Henken-Ramirez, Vice President for Customer Experience, NetSpend

The Compass Principles helped Banking Up prioritize its consumer-
facing developments to maximize positive impact on customer 

acquisition and retention. Prepaid cards are a high-volume, low-margin business, 
and it is easy to get distracted by features that don’t improve quality and 
efficiency. The Compass Principles have been a great catalyst to get us focused 
on the most effective factors.”
:: Patrice Peyret, CEO, Banking Up

INTRODUCTION

The prepaid industry has grown tremendously over the past decade; 
millions of Americans use prepaid cards to spend, save and manage 
their money. In recognition of prepaid cards’ potential to meet a wide 
range of consumer needs, CFSI published its Compass Guide to 
Prepaid (referred to as the Guide) in 2012. The Guide is a tool for 
improving the quality of prepaid card accounts. It defines the functions 
and practices of high-quality prepaid products in three categories: 
“Core” for basic standards, “Stretch” for best practices that go beyond 
the basics, and “Next Generation” for innovative services that actively 
improve customers’ lives (see Figure 1). In March 2014, CFSI published 
its Prepaid Industry Scorecard, which assesses quality in the prepaid 
card marketplace and provides benchmarks against which future 
progress can be measured.

In 2012, industry leader NetSpend and technology-focused program 
manager Banking Up each made internal commitments to use the 
Compass Principles to guide product development. This Advisory Note 
draws on their experiences and offers recommendations for program 
managers to use the Compass Principles to enhance customer and 
business outcomes.

NetSpend
NetSpend is one of the largest 
prepaid card program managers 
in the U.S. NetSpend pursues 
long-term relationships with its 
customers through services and 
functions that put more money 
back into customers’ accounts. 
In pursuit of that strategy, in 2013, 
NetSpend set a goal of increasing 
the average amount given back 
to customers by 5% over its 2012 
total, and used the Compass 
Principles to pursue initiatives 
aimed at that goal. NetSpend 
exceeded its target with a 10% 
increase in the amount returned 
per debit active cardholder.

Banking Up
Banking Up is a technology-
focused prepaid card program 
manager. Banking Up’s strategy 
emphasizes innovative mobile 
and Internet-based solutions to 
ease adoption for the customer. It 
has used the Compass Principles 
to guide its efforts to expand and 
ease access for customers, and 
to encourage positive customer 
behavior through interactive help 
and multi-channel messaging and 
alerts. The company is growing its 
cardholder base through branded 
activities, as well as by making 
its delivery platform available 
to other prepaid card program 
managers.



THE RECOMMENDATIONS

Identify the Need the Card 
Seeks to Meet

Diversity in the prepaid card marketplace is good 
for consumers, as long as cards meet the basic 
standards of quality.

ACTIONS >>

• Identify the customer need the card is designed 
to meet, and design pricing and other features 
accordingly.

• Ensure that cards meet the Guide’s minimum 
standards for basic product functionality, 
transparent marketing, helpful customer service 
and affordable fees.

As the prepaid industry has grown, the diversity 
of cards available has also increased. Some 
cards offer a convenient, streamlined transaction 
mechanism, while others provide a full financial 
platform, including tools for spending, budgeting, 
borrowing and saving. Such diversity benefits 
consumers, provided that all cards meet the 
Guide’s minimum standards for basic product 
functionality, transparent marketing, helpful 
customer service and affordable fees (see sample 
Core Practices in Figure 1).

Program managers must decide the type of 
customer need they seek to meet, and then 
design their business model and product 
accordingly. For very basic cards with minimal 
functionality, prices must be kept low to reflect the 

low degree of functionality. Cards that offer a more 
robust set of tools may cost customers more, but 
individual fees should still be affordable and align 
profitability for the provider with success for the 
customer. For instance, fees should be minimized 
or eliminated when customers use lower-cost 
means, such as direct deposit or in-network ATMs 
(see Core Practice 4.2 in Figure 1).

Give cardholders the tools 
to choose the right card 

Whether they offer basic service or high 
functionality, program managers should enable 
customers to choose the card that will best meet 
their needs by providing clear and transparent 
information and targeted advice.

ACTIONS >>

• Prominently and transparently display all 
commonly-occurring fees and key card features 
on packaging and marketing materials.

• If there are multiple pricing options, clearly identify 
those options so they are easy to compare.

•	 Provide proactive guidance about how to enhance 
the customer’s use of the product.

In addition to making it easy to compare the 
three available account plans (see Figure 2), 
NetSpend’s website and the materials provided 
to cardholders at purchase clearly list fees along 
with helpful tips for how to avoid fees (see Core 
Practice 2.1 in Figure 1). NetSpend also takes 
proactive steps to ensure the cards themselves 
are not costing customers more than necessary. 
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CORE PRACTICES STRETCH PRACTICES NEXT GEN PRACTICES

2.1–Prices are easily accessible & are 
presented simply and clearly 

4.2–Fees are affordable & designed for 
customer and provider success

1.2–Multiple convenient options for 
adding funds to cards

3.2–Easy access to respectful, helpful 
customer support

6.1–Proactive guidance on how to 
enhance use of the product

8.1–Registration options balance strong 
access with regulatory requirements

8.2–Product is available via many 
familiar and convenient channels

5.1–Additional benefits that increase 
the account’s value

9.1–Tools for budgeting,  planning and 
expense tracking

9.2–Linked savings account with easy 
transfer options

9.3–Options to leverage positive trans-
action history to build credit

9.5–Users can opt-in to allow provider to 
offer additional services 
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FIGURE 1: Sample Practices from CFSI’s Compass Guide to Prepaid



When a customer’s usage patterns cause her 
to spend more in fees that she would with 
another plan, NetSpend customer service agents 
recommend the less expensive program, and will 
switch the customers free of charge (see Stretch 
Practice 6.1 in Figure 1).

Banking Up’s UPside Card website includes a 
chart that compares the features the card offers 
(such as online bill pay and cash back rewards) 
with the features of other cards. When combined 
with a clear and simple fee disclosure, such a 
comparison could be an important tool that helps 
consumers to choose the best card for them.

Pursue Stretch & Next Gen 
Innovation to Create Long-
Term Customer Value

Program managers that choose the full-featured 
approach should pursue Stretch and Next 
Generation practices that enhance access, 
build trust and increase the value of customers’ 
accounts. These efforts will pay back in improved 
customer satisfaction and loyalty.

ACTIONS >>

• Evaluate existing products against the Core, 
Stretch and Next Generation practices in the 
Compass Guide to Prepaid to identify areas for 
improvement.

• Make an internal commitment to pursue Stretch 
and Next Generation practices to enhance 
customer and business outcomes.

Banking Up sought to make its accounts more 
accessible by investing in Stretch practices that 
streamline and enhance the customer application 
process. Banking Up’s platform now automatically 
detects when a registrant’s information does not 
match, and progresses the customer through an 
additional set of questions that may prevent the 
transaction from failing (see Stretch Practice 8.1 
in Figure 1). In the past, the customer would have 
been forced to finish the process manually and 
fax his or her registration, which resulted in a large 
number of customers abandoning the process. 
Automatic escalation costs half as much as 
manual outsorting for Banking Up, and it reduces 
the number of undeliverable cards. During the 
period from November 2013 to February 2014, 

this process enabled Banking Up to increase the 
percentage of successful applications from 35% to 
55%, while maintaining strong fraud protections.

Banking Up has also invested in online and 
mobile-based self-service infrastructure. 
Customers can now apply for a card directly 
via its Android mobile and tablet apps; the iOS 
version will be launched later in 2014 (see Stretch 
Practice 8.2 in Figure 1). Also in 2014, Banking Up 
will launch a contextual help self-service function, 
which will allow customers to look through 
standard answers to FAQs to address their issues, 
or enter a query into either a text-based or voice-
based system. This method is expected to save 
customers time and result in fewer calls to live 
agents, which is costly for Banking Up.

NetSpend has built trust with its customers 
through a campaign that encouraged call center 
agents to look for ways to enhance the value 
customers receive from the card (see Stretch 
Practice 6.1). In addition to suggesting different 
fee plans where appropriate, call center agents 
now also educate customers about available 
NetSpend features, such as alerts, budgeting 
tools and a rewards program. The campaign led 
not only to increased enrollment in the features, 
but to increased customer satisfaction: customers 
who were informed about the available features 
were more likely to recommend NetSpend to a 
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The Compass Principles are guidelines for the U.S. 
financial services industry. They affirm standards of 
excellence in the design and delivery of basic tools that 
people use to manage their daily financial lives. The four     
Compass Principles are:

1 Embrace Inclusion: Responsibly 
expand access.

2 Build Trust: Develop mutually beneficial 
products that deliver clear and consistent value.

3 Promote Success: Drive positive consumer 
behavior through smart design and communication.

4 Create Opportunity: Provide options for 
upward mobility.

See more at: compassprinciples.com



The Center for Financial Services Innovation (CFSI) is the nation’s leading authority on financial 
services for underserved consumers. Through insights gained by producing original research; 
promoting cross-sector collaboration; advising organizations and companies by offering specialized 
consulting services; shaping public policy; and investing in nonprofit organizations and start-ups, 
CFSI delivers a deeply interconnected suite of services benefiting underserved consumers. Since 
2004, CFSI has worked with leaders and innovators in the business, government and nonprofit 
sectors to transform the financial services landscape. For more on CFSI, go to www.cfsinnovation.
com and join the conversation on Twitter at @CFSInnovation.

Three Purchase Plan 
Options:

Pay-As-You-GoSM Plan FeeAdvantageTM Plan
NetSpend Premier® 
FeeAdvantageTM Plan

Cost to Open Account None None None

Monthly Fee None $9.95 $5.00

Signature Purchase 
Transaction Fee*

$1.00 each Included in Plan Included in Plan

PIN Purchase 
Transaction Fee*

$2.00 each Included in Plan Included in Plan

Helpful Tip
* During checkout, select ‘Credit’ on the keypad to make a Signature Purchase, or select ‘Debit’ and enter your PIN to 
make a PIN purchase.

FIGURE 2: Excerpt from NetSpend’s Fee Box

friend or family member and rated the product 
18% higher than those who were not—regardless 
of whether they actually enrolled in the features. 
The campaign was so successful that “review 
and suggest” has become a standard part of all 
customer service calls.

To meet its goal of putting 5% back into 
customers’ accounts, NetSpend devised a 
variety of incentives that pay customers back for 
behaviors that benefit them and NetSpend. One 
such behavior is direct deposit; for example, 
through a partnership with tax preparers in 2013, 
tax filers who had their refunds credited to a 
NetSpend card received $100 when they signed 
up for direct deposit. According to NetSpend’s 
calculations, NetSpend direct deposit customers 
saved $198 million in check-cashing fees in 2013.

In all, in 2013, NetSpend estimates it returned 
$1.5 million to cardholder accounts and put $6 
million in redeemable value into cardholder hands  
through its incentive, rewards and offer programs, 
including Payback Rewards, Mobile Refill, Refer-A-
Friend rewards, cash incentives and others.

CONCLUSION

The rapid growth of the prepaid card industry has 
been accompanied by an increase in the number 
and types of cards available to customers. 
Consumers benefit from having more choices, as 
long as all cards meet basic quality standards and 
consumers have tools to choose the best card 
to meet their needs. Program managers must 
first know their customers’ needs, and design 
their business model and product set to meet 
those needs. The Compass Principles, and the 
Compass Guide to Prepaid in particular, provide 
useful tools for program managers to identify 
areas for improvement in high-quality, consumer-
friendly product design.
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