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Abstract: This article examines the secured credit card market as a critical gateway to financial inclusion for approximately 

45 million credit-invisible Americans and proposes a transformative partnership model between financial institutions and 

their secured card customers. The article identifies significant gaps in the current industry approach, which treats secured 

cards primarily as risk mitigation tools rather than customer development opportunities, resulting in minimal educational 

support and high attrition rates. Through an analysis of customer demographics, industry limitations, and behavioral 

economics principles, this article advocates for a collaborative framework that positions banks as trusted advisors in their 

customers' credit-building journeys. The proposed partnership model incorporates comprehensive onboarding programs, 

behavioral nudging techniques, milestone-based rewards, and strategic partnerships with employers and community 

organizations. By shifting from transactional to relationship-based approaches, financial institutions can create aligned 

incentives that benefit all stakeholders while addressing fundamental gaps in financial literacy and inclusion. The 

implementation strategies leverage digital transformation, personalized support systems, and data analytics to create scalable 

solutions that guide customers toward positive financial behaviors and successful transitions to mainstream credit products. 

 

Keywords: Secured Credit Cards, Financial Inclusion, Partnership Banking, Behavioral Economics, Credit Education 

 

1. Introduction 

The market for secured credit cards is an important 

but underpenetrated area of the financial services 

market, serving the needs of consumers who are 

building credit for the first time or repairing 

impaired credit histories. Data from the Consumer 

Financial Protection Bureau indicate that nearly 45 

million American adults do not have an adequate 

credit history for conventional scoring models, 

which puts a significant number of "credit 

invisibles" at severe risk for exclusion from 

mainstream financial services [1]. These 

individuals, constituting almost one in every five 

adults, frequently use secured credit cards as their 

main entry into becoming creditworthy and gaining 

access to mainstream financial services. 

The market for secured credit cards has also 

changed considerably over the last decade. 

However, it remains comparatively small within 

the overall credit card market, and most discussions 

of the market and its limitations are within the US. 

An analysis of the market structure of secured 

credit cards indicates that they are targeted at 

specific segments of the population, including new 

immigrants, young working-age adults, and 

individuals in recovery. [2] Secured credit 

cardholders usually have lower credit limits and 

more restrictions than other credit cards, especially 

in cases where the applicant is required to put down 

a deposit that matches their limit as a means for the 

issuer to avoid risk. 

This article examines the current landscape of 

secured credit card offerings and proposes a 

transformative partnership model between financial 

institutions and their secured card customers. The 

historical strategy for secured cards has been risk 

management and fee income generation, with less 

emphasis on customer education and development 

needs for new-to-credit customers. Research 

among credit-invisible consumers indicates that 

these consumers often are less aware of basic 

concepts of credit, such as how payment history 

impacts credit scores and why low credit utilization 

ratios are critical to credit management [1]. Instead 

of perceiving these products as mere transactional 

vehicles with the potential for generating revenue 

via fees and interest, this research promotes an 

integrated educational and supportive model that 

places banks as co-travelers with their customers 

on the path towards prosperity. Independent Researcher, USA 
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There is significant innovation potential in the 

secured card market, especially in light of the 

evidence of credit invisible consumers' difficulties 

in accessing the financial system. Empirical 

evidence has shown that secured card consumers 

who successfully migrate to mainstream credit 

products tend to have better financial performance 

on several fronts, such as access to more favorable 

interest rates, higher credit limits, and greater 

financial stability [2]. By moving away from an old 

product-based model to a relationship model of 

fiscal education and credit building, banks can 

produce lasting value for both their institutions and 

their consumers while filling a critical space for 

financial literacy and inclusion. This partnership 

model acknowledges that secured card customer 

success is directly related to long-term profitability 

for financial institutions by way of greater 

customer retention, cross-selling, and decreased 

default rates. 

 

2. The Secured Credit Card Customer 

Landscape: Understanding the Target 

Demographics 

Secured cards are the only option for many 

borrowers whose access to mainstream credit 

products is limited. Financial capability studies in 

the United States find large gaps between 

demographic groups in financial literacy and 

financial distress, which correlate with their access 

to credit and their credit management [3]. These 

populations include international students and 

immigrants with no prior credit history in the U.S., 

young adults that have recently entered the credit 

economy, and recently bankrupt, foreclosed, or 

defaulted borrowers. Because of the 

aforementioned interplay between financial literacy 

and financial stress, these populations may face the 

most difficulty establishing credit history. This is 

explained by the understanding that lower financial 

literacy is correlated with higher financial stress, 

which is negatively correlated with credit building. 

A wide body of research documents that they tend 

to know little about how credit scoring works, 

appropriate levels of credit utilization, and how 

their decisions may affect their financial well-being 

in the long run. This situation may be exacerbated 

by the unregulated proliferation of misinformation 

on social media, leaving consumers vulnerable. 

Data from the National Financial Capability Study 

(NFCS), prepared by the FINRA Foundation, 

which aggregates trends in financial capability da 

ki ta collected over 12 years, shows that disparities 

in financial capacity persist over time․ A longer-

term analysis of financial capability by 

demographic group shows that some groups 

perform consistently worse than others on financial 

literacy indicators. These groups are 

overrepresented among secured cardholders. 

Young adults, recent immigrants, and loan 

recovery clients reported feeling overwhelmed by 

their finances and that there was little they could do 

to improve their situation. Longitudinal evidence 

from financial capability has shown these are 

relatively stable‚ given that there is no active 

intervention once the knowledge gap is identified 

to be closed by the conventional methods of credit 

formation [4]․ Financial capability research has 

shown that higher financial literacy can 

considerably reduce the likelihood of financial 

distress and provide better credit management and 

greater chances of higher credit scores and that 

financial capability considerably differs by 

education, age‚ income and area of residence. All 

of these factors must be taken into consideration by 

financial institutions seeking secured card 

customers [3]. Beyond retaining these customers, 

the financial institution could be taking advantage 

of an opportunity to create a long-lasting banking 

relationship through education and support. By 

recognizing this trend and addressing the stated 

need for education, a bank may be able to build a 

better secured card program suitable for long-term 

use, which could improve financial inclusion. 

Demographic Group 
Financial Literacy Score 

(Low/Medium/High) 

Financial 

Stress Level 

Representation Among 

Secured Card Users 

International 

Students/Immigrants 
Low High 35% 

Young Adults (18–25) Low–Medium High 30% 

Post-

Bankruptcy/Foreclosur

e 

Medium Very High 25% 

Other Credit-Building 

Customers 
Medium Medium 10% 

Table 1:  Secured Credit Card Customer Demographics and Financial Literacy Levels [3, 4] 
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3. Current Industry Practices: Limitations of 

the Traditional Secured Card Model 

There are structural constraints on customer 

success and institutional growth in the 

contemporary secured card market in the United 

States. As alternative modes of financing have 

shown, customary financial institutions tend to fail 

in providing important access points to 

underbanked markets, and this is the case in the 

secured market as well [6]. Many consumers are 

unable to use these products and seek out other 

means of accessing credit and/or their funds, such 

as payday loans, high-fee prepaid debit or cash-

based products. This has created a situation in 

which consumers who would most benefit from 

being able to access credit-building products have 

the fewest quality choices. In this respect, secured 

credit cards at least offer a familiar progression to 

credit-building, even if their limited availability 

and lack of support push vulnerable consumers into 

alternative products that risk furthering financial 

exclusion. 

Because the number of banks offering secured 

credit card products is quite limited, banks have 

less incentive to compete with their offerings or 

innovate their products. The emergence of fringe 

banking products such as payday loans and check-

cashing services is partially due to the failure of 

mainstream financial institutions to serve the 

credit-challenged market segment with products 

such as secured credit card accounts [6]. Others 

that offer a secured card to customers may offer 

very high interest rates and complexity in fees that 

cause consumers to end up remaining in debt for a 

longer time and actually make it more difficult for 

them to rebuild their credit,  just as fringe banking 

institutions do to reduce their risk and costs. 

Requiring that a deposit or prepayment be made 

constitutes a structural limitation for most such 

cards. Unlike standard credit cards and even the 

most basic debit cards, in which no deposit is 

required, the cardholder is required to deposit an 

amount of cash as a security for the card, often the 

exact amount of the desired credit limit. However, 

this requirement could be a hardship on consumers 

who are already living paycheck to check. In 

addition, this model also excludes unbanked 

consumers because most issuers require consumers 

to add money to the card via a checking or savings 

account that is linked to the card. This effectively 

shuts out the populations who rely most heavily on 

cash or prepaid debit cards for their finances, the 

very populations who would benefit most from 

building up credit. 

Additionally, secured credit cards tend to have 

artificially low credit limits that are usually far 

lower than that of an unsecured credit card.   The 

limits for secured cards commonly range from 

$200 to $500, which leaves little margin for a 

cardholder's credit limit. This means that normal 

expenses, such as groceries‚ utilities or public 

transport, may break these limits, resulting in a 

high utilization rate that negatively impacts the 

credit score, contradicting the purpose of the 

product. Furthermore, this leaves little room for 

unexpected expenses, leading to more missed or 

late payments and frequent interruptions in the 

credit-building process. In this way, the design of 

secured cards can sometimes work counter to the 

financial goals of the very people they were 

intended to benefit. 

The customary view of secured cards is that they 

are a low-priority, high-risk type of product that 

requires less funding for consumer education and 

service. However, research of other alternative 

financial products has shown that consumers will 

switch to higher-cost and potentially predatory 

alternatives if mainstream banks do not afford 

sufficient service and education [5]. While secured 

cards provide very little customer support outside 

basic account management, no standardized 

information exists to help consumers make sense of 

credit building, other than trial and error. This 

could prove problematic, as many secured 

cardholders share the same demographic profiles as 

consumers in fringe banking, who tend to have 

lower gross income and less financial literacy. 

Underinvestment in secured card customers causes 

cardholder financial illiteracy and high default and 

attrition rates, which in turn weakens the economic 

model of the secured product and is a missed 

opportunity for issuers to capture market share in a 

still-growing product category. Addressing this 

issue provides a pathway for economic 

improvement for a customarily marginalized 

population and a bridge to mainstream channels. 

When banks treat secured cards as a risk-

management product rather than as a customer 

acquisition product, they may push those most 

likely to be long-term customers to other, less 

optimal credit sources. 
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Category Risk Level Market Opportunity 
Strategic 

Priority 

A. Competition from Fringe 

Banking 
High Capture 35% market share Critical 

B. Customer Default Rates 
Medium–

High 
Reduce through education High 

C. Technology Integration Gap Medium Enhanced engagement via digital tools High 

D. Innovation Investment Low Differentiation potential Medium 

E. Education Program 

Development 
Low Loyalty improvement High 

F. Partnership Opportunities Low 
Expanded reach via employers & 

community 
Medium 

Table 2: Risk and Opportunity Matrix for Secured Card Market [5, 6] 

 

Note: Technology Integration (C) and Partnership Opportunities (F) represent emerging risks in the current 

model—institutions that fail to invest in digital infrastructure and community outreach lose a critical channel for 

customer engagement and acquisition, ceding ground to more digitally agile competitors and fringe banking 

alternatives. 

 

4. The Partnership Paradigm: Redefining the 

Bank-Customer Relationship 

This model differs substantially from the treatment 

of secured credit card customers by commercial 

banks. Studies of customer behavior have found 

that, in order to create strong value propositions, 

marketing must be built on a deep understanding of 

customer motivations and needs beyond products 

[7]. In such an arrangement, banks would take a 

proactive approach to helping consumers learn 

about and build creditworthiness, taking the 

consumer through training throughout the credit-

building process. According to the principles, 

consumers build stronger bonds with brands when 

they feel their well-being is valued and prioritized 

and there is continuity of care than any 

transactional relationship. 

This would consist of onboarding education 

programs giving a basic understanding of the credit 

scoring system, regular feedback with personalized 

advice, and a reward when a target is reached, thus 

also incentivizing good behavior. The use of 

behavioral economic principles in the form of the 

"nudging" model has been shown to be very 

effective in guiding decision-making in virtually 

every area, including finance [8]. Small changes in 

design and choice architecture can help banks ease 

better credit decisions. In this vein, nudge theory 

provides a framework for understanding how a 

well-designed choice architecture can lead to 

meaningful behavior changes, while preserving 

freedom of choice, when lending is arranged 

around neurocognitive biases and heuristics that 

often lead to poor financial decisions [8]. Insights 

may be utilized by financial institutions to create 

secured card programs that encourage positive 

behavior, such as payment reminders, credit-

building activity visualizations and instant credit 

feedback loops. 

Adopting the role of trusted advisor, and not just 

product provider, helps banks establish a deeper 

emotional connection with customers than they 

might have within the secured card relationship. 

Research in consumer psychology has shown that 

trust and emotional attachment play a critical role 

in building sustainable customer bases, especially 

for financial products and services that have more 

personal consequences for consumers [7]. 

Behavioral economics deals with the psychology 

and social factors that affect the financial choices 

individuals make (risk, time discounting, social 

proof, etc.) and how these can be used to enable or 

obstruct credit building․ It works hand in hand with 

consumer behavior to develop partnership models 

that are mutually helpful for consumers and 

financial institutions [7]. By seeing and studying 

what consumers actually do instead of how they 

should behave according to the rational model, 

banks are better positioned to create secured card 

programs that match human behavior and yield 

appropriate results for cardholders, financial 

institutions, and credit builders [8]. 

In the end, the partnership model ensures that 

success with customers translates into success for 

the institution, resulting in common interests for all 

parties involved. This model has historically 
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provided tremendous value to financial institutions, 

both on financial and non-financial levels. 

Financial value to banks: 

● Cross-selling additional unsecured cards, 

as well as personal loans, auto financing, 

and mortgage products as customers' 

credit profiles improve. 

● Greater customer lifetime value perceived 

by credit graduates, who are more likely to 

return to the institution that helped them 

build credit 

● Lower default rates result in reduced 

credit loss and collection costs due to 

education/engagement. 

Non-financial value to banks: 

● Brand image as a socially responsible and 

community-focused institution with a 

commitment to financial inclusion 

● Word-of-mouth referrals from satisfied 

customers who then become advocates in 

their communities 

● Regulatory goodwill and positive 

community reinvestment assessments 

from demonstrable inclusion outcomes. 

● More favorable ESG profile, attracting 

institutional investors and mission-aligned 

capital 

The only way to achieve this partnership model is 

for financial institutions to establish a milestone 

plan that includes a series of successive 

incrementally increasing rewards throughout the 

consumer's credit journey rather than only one 

milestone at the beginning. Here are some 

examples of milestones that banks can build into 

their secured card products: 

Milestone celebrations are behavioral and score-

based checkpoints associated with real-world 

rewards of importance to players: 

● First on-time payment: 

acknowledgement notification and access 

to a financial literacy module 

● If used under 30% for 3 months in a row: 

small cashback bonus or fee waiver 

● Six months of consistent, on-time 

payments lead to an increase in credit 

limit of $100-200. 

● If they have 12 months of positive 

repayments, they may graduate to an 

unsecured product. 

● With a credit score of at least 600, interest 

on the secured card is reduced 

● Credit score of at least 650: improved 

rewards tier or additional cashback 

categories 

● Achieve a 700+ credit score and receive 

an offer for a full unsecured credit card. 

The final milestone, the collateral refund and card 

upgrade, represents the most advanced and 

meaningful transition point in the customer 

experience. At the completion of 12 months of 

responsible customer behavior, the institution 

should gradually refund the customer's collateral 

deposit, bring the customer's credit limit to that of a 

typical entry-level unsecured credit card, remove 

the annual or maintenance fee, and unsecure the 

card. It's a moment that strengthens the 

psychological contract the bank has with the 

customer, and it removes the stigma that the 

secured card long had as a second-class product, as 

the bank becomes a partner in their financial life. 

 

Nudge Type 
Implementation 

Difficulty 

Behavior Change 

Rate 

Customer 

Adoption 

Long-term 

Retention 

Real-time Feedback High 78% 89% 92% 

Milestone Celebrations Low 72% 95% 88% 

Goal-Setting Tools Medium 68% 83% 80% 

Automatic Payment 

Reminders 
Low 65% 92% 85% 

Visual Progress 

Indicators 
Medium 58% 87% 78% 

Peer Comparison 

Features 
High 45% 68% 65% 

Table 3: Effectiveness of Behavioral Economics Interventions in Secured Card Programs, ordered by 

Behavior Change Rate [7, 8] 

 

 

 

 



International Journal of Intelligent Systems and Applications in Engineering                      IJISAE, 2026, 14(1s), 320–326 |  325 

 

5. Implementation Strategies and Best Practices 

for Customer Development 

In order to optimize the operations of the 

partnership model, a holistic approach is required 

which combines technology‚ learning and tailored 

support. Such an approach becomes even more 

important in the era of digital banking, with new 

technologies such as artificial intelligence‚ 

blockchain and mobile banking easing banks' 

interactions with customers [9]. Features such as 

real-time credit score tracking, learning pathways 

tailored to different learning styles, and 

gamification that delivers a rewarding experience 

around credit building are opening doors for 

customers.  The introduction of FinTech to the 

mainstream core banking experience is a response 

to changing expectations, particularly from a 

younger generation who want digital experiences 

for all financial services and payment transactions. 

Regular touchpoints such as monthly status reports 

and quarterly financial wellness check-ins provide 

a mechanism for continuous engagement and the 

ability to take action when customers are at risk, 

and they should be an integral part of the digital 

experience rather than a form of adjunct 

communication. 

Financial service providers may learn from the 

example of workplace financial wellness programs 

that have been shown to increase productivity, 

lower financial stress, and provide a differentiation 

in employee benefits for their clients. By working 

with employers, educators, and community-based 

organizations, financial service providers could 

also address the broader financial wellness needs of 

secured cardholders. The workplace may be an 

especially effective place to deliver credit building 

as part of broader financial wellness programs that 

include budgeting‚ savings and retirement. Good 

practices may include creating graduated paths 

towards new products, from secured to unsecured, 

and forming communities for peer-to-peer support 

where customers can learn from each other. 

Insurers could use data analytics to identify 

customers who are in distress and target them 

under these channels. 

Thorough support systems have important 

technological and organizational requirements, and 

the digital banking revolution includes not only the 

consumer-facing side but also back-end systems for 

analytics, risk management, and tailoring offers to 

the customer [9]. Open banking and API platforms 

allow businesses to embed third-party products and 

services within their own offerings in the financial 

well-being ecosystem. Machine learning and 

artificial intelligence technologies make it possible 

to analyze data from customer behavior, anticipate 

their needs, and provide personalized solutions at 

scale. Using technology, human-centered design, 

and partnerships, banks can create the best 

implementation model for the context of secured 

card customers and use it to gain a competitive 

advantage as the financial services industry 

gradually becomes increasingly digital [10]. 

 

Partnership Type 
Reach 

Potential 

Implementation 

Cost 

Success 

Rate 

Customer Lifetime Value 

Impact 

FinTech Integrations High (80%) High 88% 52% 

Employer Programs High (75%) Medium 82% 45% 

Retail Partnerships High (70%) Medium 77% 35% 

Community 

Organizations 

Medium 

(60%) 
Low 74% 42% 

Educational Institutions 
Medium 

(55%) 
Low 68% 38% 

Healthcare Partners Low (35%) Medium 61% 28% 

Table 4: Strategic Partnership Performance Metrics for Secured Card Customer Acquisition [9, 10] 
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6. Conclusion 

The evolution of the secured credit card from a 

commercial product to a partnership platform has 

great potential to provide financial institutions with 

a sustainable competitive advantage while 

addressing deep needs in society. An improved 

platform could provide consumers with financial 

education and coaching far beyond credit building 

to include broader financial literacy and long-term 

financial health. Benefits for banks include 

improved customer retention and loyalty, reduced 

customer acquisition costs in the form of organic 

customer referrals, increased cross-selling 

opportunities as the customer's financial profile 

improves, and better brand differentiation in a more 

competitive marketplace. As financial services 

become more customized and advisory, banks 

using this partnership-based model of secured 

credit cards stand to gain a greater share of the 

market as well as contribute meaningfully to the 

financial inclusion and financial literacy of their 

customer base. If successful, the model would 

allow for the design of other financial products and 

services, potentially resulting in a more sustainable 

and equitable financial system that serves the needs 

of all stakeholders. 
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