
Evaluating the potential of immediate funds transfer for  
general-purpose payments in the United States
by Katy Jacob, business economist, and Kirstin E. Wells, business economist

Immediate funds transfer (IFT) is a convenient, certain, secure, and low-cost means of 
electronically transferring money between bank accounts with no or minimal delay in 
receivers’ receipt and use of funds. Yet IFT is not widely available in the U.S. This article 
summarizes discussions on the potential for IFT in the U.S. held at the Symposium on 
Immediate Funds Transfer for General-Purpose Payments, sponsored by the Federal 
Reserve Bank of Chicago, on September 7, 2011.
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While immediate funds 
transfers are not widely 
available in the U.S., they are 
becoming routine in some 
other countries.

IntheU.S.today,itisnexttoimpossible
formostindividualconsumersand
businessestomakeanimmediatefunds
transfer.1Cashisthemainvehiclefor
immediatepaymenttransactions,despite
thefactthatadvancedtechnologyhas
enabledreal-timetransferofinforma-
tioninmanyotherareasofdailylife.
Consider,forinstance,theimmediate
natureofemail,textmessaging,social
media,ande-commerce.AsJeffLacker,
presidentoftheFederalReserveBank
ofRichmond,pointedoutinakeynote
speechatthesymposium,“Thedramatic
innovationsininformationprocessing
andcommunicationtechnologythat
wehaveseeninrecentdecadeshave
madepaymentspracticesfeasiblethat
nottoolongagowereutopian.People
nowcarryaroundwiththemtheirown
personalconnectionstouniversalcom-
municationsnetworks.”2Thistechnology
iscurrentlyusedforinformationand
communicationsimmediacy,butone
couldimaginethatitcouldbeadapted
forimmediatefundstransferaswell.
Infact,ashighlightedatthesymposium,
othercountries,suchasMexicoand
theUK,havealreadyimplementedIFT
forgeneral-purposeusethroughthe
bankingsystem.Thusfar,IFTforgeneral-
purposepaymentsintheU.S.hasbeen

developedchieflybynonbankplayers
(likePayPal)usingclosed-loop,propri-
etarysystemsnotdenominatedincom-
mercialbankmoney.Theprimary
objectiveofconveningthesymposium
wastoaddresstheobviousquestion:
WhatisthepotentialforIFTintheU.S.,
especiallyinlightoftheexperienceof
itsuseinothercountries?

How are payments made in the U.S. 
today?

Optionsformakingandreceivinggeneral-
purposepaymentsintheU.S.—whether
byindividuals,businesses,orgovern-
ments—abound.Mostsmall-valuetrans-
actionsaremadeincash,thoughdebit
cardshavebeengainingtractionforsuch
payments.Checks,thoughdecliningin
usage,arestillcommonlyusedbyindi-
vidualstopayfriends,householdworkers,
andutilitybills.Checksarealsoroutinely
usedbyallbutthelargestbusinesses
fortradepayments.Debit,credit,and
prepaidcardsareusedbyindividuals
atthepointofsaleinbrick-and-mortar
storesandforonlineandmobilecom-
merce.Businessesandgovernmentsuse
aformofdirectcreditstomakesalary
andbenefitpayments.Manypeopleuse
directdebits,whicharetheelectronic
equivalentofchecks,topaymonthly



The potential benefits of an IFT service to the overall economy 
might be greater than the sum of its benefits to individual users.

recurringbills,suchasmortgageand
insurancepayments.Directcreditsand
directdebitsarealsousedbybusinesses
tomakeandreceivetradepaymentsand
forcashmanagement.Yettheabilityto
makeanimmediate paymentbetweenbank
accountsdoes not exist today in the U.S.—
atleastnotinaconvenient,certain,and
low-costway.

Businessesandfinancialinstitutions
routinelymakeimmediatelarge-dollar
paymentsusingwiretransfers.However,
wiretransfersareextremelycumbersome
andexpensiveforindividualstousefor

general-purpose,everydaypayments.
Inaddition,onlineshoppersandsmall
merchantscantransfervaluebetween
themselvesquicklywithprivatecurrency
thathasbeentransferredfromtheirbank
accountsandthenconvertedforusein
aclosed-loopsystem(e.g.,PayPaldollars).
However,suchsystemsdonotprovide
theubiquityandthustheconvenience
ofbankaccountpayments,whereany
sendercanpayvirtuallyanyreceiver
regardlessofwhichbankholdsthefunds.
Moreover,certainclosed-loopsystems
currentlychargeadvaloremfees,going
againstthelong-standingpolicypref-
erenceforclearingpaymentsatpar.

Whileimmediatefundstransfersare
notwidelyavailableintheU.S.,they
arebecomingroutineinsomeother
countries.AttheChicagoFed’sIFT
symposium,participantslearnedabout
IFTinMexicoandtheUK.InMexico,
IFThasbeenavailableviaasystem
operatedbythecentralbanksince2004.
IntheUK,IFThasbeenavailableviaa
privatelyoperatedsystemsince2008.
Inbothcases,theonlyrequirementis
thatthesenderandreceiverhaveabank
accountwithabankthatparticipates
intheIFTsystem.3Whilethehistory
ofIFTimplementationinthesetwo
countriesiscompletelydifferent,its
impactonpaymentsystemusersisthe
same:Usingabankwebsiteortelephone,
consumers,businesses,andgovernments

caneasily,cheaply,andquicklysend
anelectronicpaymentfromtheirbank
accountstothepayees’.Sendersand
receiversofIFTgetimmediatenotifi-
cationsthatthetransferwasmade,and
receiverscanusethemoneyrightaway
forothertransactions.Theseinterna-
tionalcasestudiesmayhaveimplications
fortheU.S.,sincetheyshedlightonthe
possibilityofIFTbeingmorewidely
offeredhere.

The case of Mexico

In2004,BancodeMéxico—thecentral
bankofMexico—unveiledareal-time

grosssettlement(RTGS)paymentsys-
temcalledSPEI(SistemadePagos
ElectrónicosInterbancarios).Real-time
grosssettlementmeansthattransactions
areprocessedandsettledindividually
inrealtimebetweenbankswithfinality.
(IntheU.S.,theRTGSsystemisFedwire,
operatedbytheFederalReserveBanks.)4
Inmanycountries,RTGSsystemsare
usedforspecializedinterbanktransac-
tions.InMexico,SPEIisusedbothfor
specializedinterbanktransactionsand
forgeneral-purposetransactionsorigi-
natedbyend-users,suchasconsumers
andbusinesses.5End-usersaccessIFT
throughcommercialbanks,primarily
viaInternetbanking.OnceanIFTis
initiatedbyasender,thepaymentisfinal
tothereceiverwithinoneminute;the
interbankportionofthetransferis
completedwithinonesecond.Asthe
systemoperator,BancodeMéxico
chargesasmallfixedfeetocommercial
banksforanSPEItransfer.Banksset
theirowncustomerfeesforanSPEI
transfer,typicallyabout$0.40,although
manybanksoffertheservicefreeof
chargetoretailcustomersorprovideit
bundledwithotherservicesforasingle
setfee.Sendersandreceiversareable
toviewthestatusofanSPEIpayment
onthecentralbank’swebsite,andin
thenearfuture,thecentralbankwill
providethereceivingbankcapability
tosendan“officialreceipt”topayment
recipients.Inshort,consumersand

businessescansendapaymentquickly
atlowcostwithimmediateassuranceof
paymentreceipt.

Thesystemhasworkedsowellthatin
2008,theMexicanfederalgovernment
beganusingSPEIforsomepayrolland
vendorpayments.Today,allfederalgov-
ernmentpayrollandvendorpayments
aremadeusingSPEI,andsoonsocial
securitypensionpaymentswillbemade
onSPEIaswell.BancodeMéxicoalso
intendstomakeIFTavailableviamobile
phones—whichiskeyinMexicobecause
ahighpercentageofresidentsdonot
havebankaccounts,althoughmobile
phonepenetrationisnearlyuniversal.

The case of the UK

ThepushforIFTintheUKcamefrom
itsfederalgovernment,whentheOffice
ofFairTradingannounceditsintention
topushbankstoreducefloattimeon
“standingorder”payments(i.e.,thetime
intransitoftheseuncollectedpayments)
fromthreedaystooneday.6Withthe
loomingpressureofregulation,UKbanks
tookupthechallengetoreducethefloat
time;intheend,thebanksvoluntarily
agreedtogobeyondtheone-dayclearing
mandateanddevelopedapayment
mechanismthatwouldbebettersuited
toend-users’demandforpaymentsthat
couldbecompletedwithin minutes.The
UKbankingindustrycameupwith
FasterPayments,aservicethatprovides
irrevocable,immediatepaymentsfor
general-purposeuse.VocaLink,aprivate
sectorelectronicpaymentscompany,
builttheFasterPaymentsservicein
cooperationwithallthemajorUK
banks(13atthetime,now11).Faster
PaymentsisnotanRTGSsystemlike
SPEIinMexico.Rather,FasterPayments
updatesthesender’sandreceiver’sbank
accountbalancesimmediatelyoncea
paymentisinitiatedandprovidescon-
firmationofpaymenttothesenderand
receiveraswell.Movementofcustomer
fundsbetweenbanksiscompletedona
netbasiseveryfewhours.FasterPayments
ismanagedbytheCHAPSClearing
Company,abank-ownedcompanythat
alsomanagestheRTGSsystemintheUK.

BanksofferFasterPaymentstotheir
customersviaInternetbanking,which
customersaccessoneitheracomputer
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ormobilephone.Aswithtransferson
Mexico’sSPEI,customerfeesforFaster
Paymentsarelefttothecommercial
bankstodecide.However,becauseofa
long-standingcustomintheUK,con-
sumersaretypicallynotchargedforpay-
menttransactions.Rather,theymaypay
afixedmonthlyfeeforatransaction
account.BusinessusersofFasterPayments
payalowfixedfeepertransaction.
FasterPaymentshascaughtonsoquickly
thatitisbeingusedformoretypesof
paymentsthanoriginallyenvisioned.
Forexample,FasterPaymentsisnow
usedforspontaneouspersonalpayments,
urgentbusinesspayments,andlast-
minutebillpayments.Furthermore,
industrydataindicatethatgrowthisnot
simplyashiftinpaymentsfromother
electronicsystemstoFasterPayments.

IFT in the U.S.?

Anecdotalevidencefromparticipants
attheChicagoFed’sIFTsymposium
suggeststhat,whileconsumers,businesses,
andgovernmentsarefairlycontentwith
theexistingpaymentoptionsintheU.S.,
therearecasesinwhichtheabilityto
makeanimmediatefundstransfer
couldbeuseful.Examplesinclude:

• Households—totransfermoney
betweenfamilymembers;

• Individuals—tomakespontaneous
payments;

• TheU.S.TreasuryDepartment—to
improvecashmanagementrelated
totaxrevenuecollectionandother
federalpayments;

• Merchants—toenablequickerdelivery
ofgoodsuponreceiptofpayment;

• Smallbusinesses—tobettermanage
cashinflowsandoutflows;

• Specialcases—todisbursetime-
sensitivelifeinsuranceorannuity
payments;and

• Extremecases—toensurethatpay-
menttransferscanstillbemadeeven
whenexistingmethodsofexchange
maynotbeavailable(e.g.,aftermajor
disasters,suchasHurricaneKatrina
orSeptember11,orintheeventof
amasscompromiseofpayment
cardtransactions).

Theseandotherexamplessuggestthat
thereisaneedthatisnotbeingmetby
existingpaymentservicesintheU.S.
Additionally,thepublicpolicyimplica-
tionoftheseexamplesisthatpayment
systemusersintheU.S.maybebetter
offwithaconvenient,certain,andlow-
costIFTservice.Theextentoftheneed
forIFThasnotbeenmeasured,andthe
potentialcostsofsuchaservicehavenot
beencomparedagainstitspotentialben-
efits.Thatsaid,thepotentialbenefitsof
anIFTservicetotheoveralleconomy
mightbegreaterthanthesumofitsben-
efitstoindividualusers.Forexample,as
notedearlier,FasterPaymentsintheUK
iscurrentlybeingusedformorepay-
menttypesthanoriginallyenvisioned.

SowhydoestheU.S.continuetorely
onexistingslowerpaymentmechanisms?
Asmanysymposiumparticipantsstated,
theansweriscomplex.Severalfactors
standinthewayofinnovation,including
thesheernumberofbanksandtheex-
tremelywiderangeinthesizeofinsti-
tutions.Also,manybanksoperatelegacy
“core”processingsystemsthatoperatein
batch mode—inotherwords,mostbank
systemsdonotkeeptrackofcustomer
accountsonatransaction-by-transaction
basisduringtheday.So,thecostsofan
IFTservicecouldbesubstantialifback-
officeretoolingwasrequired.Inaddition,
regulatoryuncertaintycreatedbyrecent
bankingreformlegislationmayhavea
dampeningeffectonlarge-scaleinvest-
mentininnovation.Finally,banksprofit
handsomelytodayfromthefeesthey
chargetheircorporatecustomersforwire
transfers,andthus,alow-costoptionfor
immediatepaymentsmightadversely
affecttheirexistingrevenuestreams.

Payments governance in the U.S.

Theprevioussectionaddressesthe
potentialimpedimentstoimplementing
IFT,butitdoesnotnecessarilyexplain
whysuchasystemshouldnotexistifit
istechnologicallyfeasibleandjustifiable
onpublicpolicygrounds.Apparently,
theonemajorbarriertoIFTinnovation
intheU.S.isgovernance.InMexico
andtheUK,thepushtomakeIFTmore
widelyavailablecamefromapublicsector
body:theMexicancentralbankand
theOfficeofFairTrading,respectively.

Notonlydidthepushcomefroma
publicauthority,butongoingoversight
restswiththepublicsectoraswell.In
Mexico,thecentralbankhasstatutory
oversightresponsibilitiesforallpayment
systems,includingsystemicallyimportant
financialmarketinfrastructures,retail
payments,andprivateclearinghouses.
IntheUK,thePaymentsCouncil,7which
grewoutofataskforceoftheOfficeof
FairTrading,setsstrategyforallUK
paymentsincooperationwithpayment
systemoperatorsandbanks.8

TheU.S.lacksacentralpublicsector
overseerofthepaymentsystem.Tosome
extentthisroleishandledbytheFederal
ReserveBanksandBoard,asoperators
ofretailandlarge-valuepaymentsystems
andasstatutoryoverseerofcertainpay-
mentsystemregulations,respectively.
Yetthetotalamountofretailpayments
thatareclearedbytheFederalReserve
Bankshasshrunkdramaticallyinthe
pastfewdecadesasprivatecardnetworks
andcompetitorsincheckandautomated
clearinghouse(ACH)clearinghave
emerged.AndtheBoard’sstatutory
oversightislimitedtocertainaspects
ofpaymentclearingandsettlement.
Indeed,todayeachpaymentservice—
i.e.,checks;debit,credit,andprepaid
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cards;directdebitsandcredits;andwire
transfers—isgovernedbyadifferent
rulemakingbody.Asaresult,theU.S.
paymentsindustryhasoneofthemost
fragmentedanddecentralizedgover-
nancestructuresintheworld.Thebodies
thatgovernpaymentsareoftenprivate,
operateindependently,andhavenoover-
allcoordinationstructureorstrategic
oversight.Thisdecentralizedsystemof
paymentsgovernancemakesitdifficult
topushfortheimplementationofIFT
acrosstheentireindustry.

Thedecentralizedsystemofpayments
governanceintheU.S.mayreflectpref-
erenceintheU.S.formarketsolutions
topaymentsneeds.Somewouldargue
thatintheU.S.,anindustry-widepush
madebyapublicsectorbodytoimple-
mentapaymentinnovationlikeIFTis
unnecessarybecausethemarketwill
eventuallyfillanygaps;apublicauthority
suchastheFederalReserveshouldfocus
oncorecentralbankissuesthataffect
paymentssuchaspricestability.9Afterall,
becauseofthedecentralized,“WildWest”

natureofpaymentsgovernanceinthe
U.S.,innovationssuchasPayPaland
AmazonPaymentswereabletoemerge
andthrive,changingthecourseofpay-
menttransactionsaroundtheworld.

Whiletheremayverywellbebenefits
todecentralizedpaymentsgovernance,
theremaybedrawbacksaswell.Individ-
ualbanksevaluatethecostsandbenefits
ofapaymentservicefromaninternal
perspective,whereasanindependent
centralbodywouldpresumablyfocuson
thebiggerpicture.Suchabodycould
addressthefollowingquestions:What
arethepublicpolicybenefitsofpayment
innovations?Andwhataretheelements
ofanidealpaymentsystem?Aperfect
exampleofthebenefitsofabig-picture
perspectiveontheU.S.paymentsin-
dustrywasapushbythecentralbank,
withacorrespondingchangeinfederal
law,toinducecheckelectronification—
deemedaresoundingandalmostuni-
versalsuccess;Check21,10whichmakes
checkprocessingquickerandmore
efficient,hasbeenthesinglefastest

improvementtopaymentsinthehistory
oftheU.S.economy.11

Conclusion

TheFederalReservehaslong-standing
policygoalsthattheU.S.paymentsystem
shouldoperateefficientlyandsecurely—
andwithoutbarrierstoaccess.Central
bankinterestinIFTarisesbecauseof
publicpolicyconsiderations—i.e.,the
potentialforIFTtoimprovetheU.S.
paymentsystemandbringoveralleffi-
cienciestotheU.S.economy.Whether
thebenefitsofanIFTservicewouldout-
weighthecostsisunclear.However,itis
importanttorememberthatwhileone-
timecostsrequiredtostartupanew
systemorretrofitanexistingsystem
couldbesignificant,thebenefitsasso-
ciatedwithIFTwouldbeongoing.The
FederalReserveBankofChicagovalues
furtherexplorationoftheneedforIFT
intheU.S.,withcooperationfromin-
dustrypartnerstodeveloparesearch
andactionagenda.

Accordingtopanelistsatthesymposium,
approximately4%ofresidentsintheUK
areunbanked,whilethatnumberisclose
to80%inMexico.

4RTGScontrastswithsystemsthatprocess
paymentsinbatcheswithdelayedsettle-
ment,suchasanautomatedclearinghouse
(ACH)system.

5About90%ofpaymentsonSPEIarefor
under$8,000.

6 IntheUK,astandingorderpaymentisa
prearranged,recurringpayment.

7Seewww.paymentscouncil.org.uk.
8 Itshouldbenotedthatthebankingin-

dustriesinMexicoandtheUKaremuch
morecentralizedthanthoseintheU.S.
Mexicohasabout40commercialbanksand
theUKhasabout380,accordingtothe

BankforInternationalSettlements.Incon-
trast,theU.S.hasover7,000commercial
banksandsavingsinstitutions,aswellas
over7,000creditunions,accordingtothe
FederalDepositInsuranceCorporation
andNationalCreditUnionAdministration.

9See,e.g.,Lacker(2011).
10FormoredetailsonCheck21,seewww.

federalreserve.gov/paymentsystems/
check21_faq.htm.

11Formoreinformationonthepublicpolicy
benefitsofpaymentsefficiencies,seeKaty
Jacob,DanielLittman,RichardD.Porter,
andWadeRousse,2010,“Twocheersforthe
MonetaryControlAct,”Chicago Fed Letter,
FederalReserveBankofChicago,No.275,
June,availableatwww.chicagofed.org/
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