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I am Carmen R. Nazario, Secretary of The Department of Health and Social services 
for the State of Delaware. Thank you for the opportunity to contribute to your 
deliberations on the Food Stamp Fraud Reduction Act of 1993, (S. 1646) introduced by 
Senator Patrick Leahy, to mandate nearly universal food stamp electronic benefit 
transfer (EBT) within three years. 

I am providing these comments to support this Bill, but to also ask that you strengthen 
the provisions to ensure states are provided reasonable flexibility in identifying and 
pursuing innovative EBT ideas in order to improve efficiencies in delivering benefits. 

Delaware, under Governor Thomas R. Carper's leadership, is deeply committed to 
improving the efficiency, the convenience, and the security of its social services 
delivery. Delaware believes that EBT provides the opportunity for states to be more 
efficient and effective in the delivery of benefits in the Food Stamp Program (FSP) and 
the Special Supplemental Food Program for Women, Infants, and Children (WIC). 
Given this committment, Delaware supports the basic concept of the Bill's intent to 
assess the best EBT system(s) for the efficient and secure delivery of services. 

Delaware, as I am sure most states are, is in complete agreement with the Bill's 
honorable objectives. They are key to integrating and simplifying the assistance we 
provide our clients and they are key in achieving the effective delivery of benefits to 
those we are trying to assist. 

At the same time, we are concemed that the Food Stamp Fraud reduction Act of 1993, 
could be used to stifle the very initiatives the Bill is attempting to encourage. These 
initiatives include using innovative techniques to achieve two goals: (1) reduce the 
diversion of food stamp benefits and (2) provide for multiprogram EBT systems. 

Recent decisions by the United States Department of Agriculmre, Food and Nutrition 
Service (FNS), to direct or strongly encourage states to pursue the Magnetic Stripe On-
Line electronic card for food stamps EBT, and the FNS decision that the Smart Chip 
electronic card adequately represents EBT in off-line technology do not go far enough. 

During the past 15 months my staff has fully investigated the EBT capabilities of the 
Magnetic Stripe and the Smart Chip cards. We are convinced that while these 
technologies can carry out limited financial and administrative functions in a 
controllable environment, neither card is really capable of reducing food stamp fraud 
nor truly accommodating a multiprogram approach. Indeed, it appears that the stymied 
progress of getting states to commit to EBT is significantly due to the unacceptable 
liability of Regulation E in replacing benefits lost due to client neglect, fraud, or abuse. 



Delaware, as a prudent manager of the public trust, is keenly interested in the security 
of the benefits delivered to our consumers. Security of benefits must address two 
issues. First, it is important that our all of our clients can receive and redeem benefits 
without fear of theft, robbery, or extortion. This is particularly necessary for our 
elderly clients and those who reside in or near high crime areas. Second, it is 
important that benefits are used only by those for whom they were intended. The 
diversion of benefits, such as the trafficking of food stamps, not only deprives those we 
are most trying to help, it also substantively detracts from public confidence in the 
integrity of our worthwhile programs. 

Another extremely important issue to Delaware is the privacy of clients' personal 
information. Privacy of personal information is a most fundamental right of American 
society. It is so fundamental, that the release of confidential personal data can be done 
only with the written consent of the person about who the information pertains. 
Delaware believes that holding personal confidential client information is a sacred and 
bonding trust between the government and its constituents. Therefore, Delaware 
believes that an EBT system should place the empowerment of privacy into the hands 
of the client. 

At this point I wish to review the key elements of what Delaware considers imperative 
to a truly effective EBT program: (1) Multiprogram; A system that integrates and 
simplifies the delivery of assistance which enhances convenience and efficiency. (2) 
Benefit Security; Assurances that our customers need not fear the loss or the theft of 
their benefits and assurances that our taxpayers know benefits are not fraudulently 
used. (3) Privacy; Confidence that personal and confidential information will not 
inadvertently fall into the hands of those who have may have the interest but not the 
authority to know. 

A Review of the Competing Technologies 

There are three kinds of electronic cards generally under discussion for EBT programs. 
They are the Magnetic Stripe Card, the Smart (Chip) Card, and the Laser Optical 
Memory Card. 

Although all three cards are fully capable of providing a basic EBT delivery system, 
only one, the Laser Optical Memory Card has the technological capacity to deliver the 
key elements Multiprogram, Benefit Security, and Privacy. 



MAGNETIC STRIPE CARDS-Mag Stripe Cards are commonly used throughout the 
U. S. and are the kind of credit card users fmd in their wallets and pocketbooks. 
These cards require extensive and expensive on-line telecommunications and 
centralized main frame support. All pertinent client and benefit information is held on 
the main frame. The information capacity of the card is a few lines of information 
which is just enough to gain access to the mainframe. While this is a relatively quick 
way of putting states on EBT, it has serious drawbacks. First, as mentioned earlier, 
the lack of information capacity on the card requires all client personal data and 
account history be maintained on a centralized main frame. This means that every data 
transaction requires a two way electronic communication between an Automated Teller 
Machine or Point of Sale and the central data main frame. The sheer volume and the 
complications of issuing complex program services raises serious questions as to the 
systems capacity to handle multiprogram accounts efficiently and conveniently. 

Second, the Mag Stripe Card can not provide benefit security. A benefit card that is 
lost, stolen, or sold (trafficked) along with the Personal Identification Number (PIN) 
allows access to benefits by unauthorized users. This lack of security places EBT in a 
untenable position of liability under Regulation E as regulated by the Federal Reserve 
Board. Finally, the Magnetic Stripe Card is vulnerable to system failure due to down 
time of the telecommunications network and/or the main frame, or damage to the 
magnetic stripe portion of the card. 

SMART (CHIP) CARDS-Smart Cards contains a mini-processor and a small memory 
capacity. Cards range from 16 to 102 thousand bits of information, with a general 
standard use of 64 thousand bits (equivalent to about 4 typed pages). The Smart Card 
offers two advantages over the Mag Stripe Most significantly, it is an off-line system 
that does not require expensive on-line telecommunications and main frame support. 
Next, the Smart Card has very limited memory storage capacity for information such as 
benefits and services. This ability to hold information on the card provides privacy. 
At the same time, the Smart Card has some of the short comings found on the Mag 
Stripe Card. Namely, limited memory storage and security. The Smart Cards limited 
storage capacity restricts the type and amount of information that can be retained. This 
means the card is probably not suitable for multiprogram EBT systems. This also 
means, the card lacks capacity for the sophisticated security features necessary to 
assure positive identification that the card user is the authorized beneficiary. 

LASER OPTICAL MEMORY CARD-The Laser Card is an off-line electronic card 
system that overcomes the short comings found with Magnetic Stripe and Smart cards. 
The Laser Card has a 4.1 million characters of information. This superior capacity 
(equivalent to about 2,000 pages of typed information) means the card is suitable for 
multiprogram use thereby making the technology more efficient and more cost 
effective. Additionally, the card can improve data integrity and benefit security 
through such possibilities as a digitized color photograph, automated signature 
comparison, and thumb prints. Further, the card provides the maximum privacy of any 



EBT systems being discussed today. This is because the card holder decides what 
information is released and to whom it is released. 

Thus comparing the three cards, we see the Mag Stripe Card holds a half page of typed 
information, the Smart (Chip) Card holds 4 pages, and the Laser card holds 2000 typed 
pages of information. 

C h a r a c t e r s Stored on Var ious E B T C a r d s 

Mag-Slripe Card 

Chip Card 

Laser Card 

500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000 4,000,000 4,500,000 

This vast increase in capacity can be used to provide absolute security, thereby 
reducing if not eliminating fraud. Additionally, the superior capacity can be used to 
securely expand a single card's use for multiple programs. 

I am also providing a copy of the concept paper of the Laser Optical Memory Card 
with the proposed use for Delaware Card-ONE EBT system. This paper provides, in 
detail, the many advantages of the Laser Card technology in the significant areas facing 
the delivery of govemment benefits: Multiprogram, Benefit Security, and Privacy. 

In closing, an EBT system must provide client convenience, must enable govemment 
efficiency, and must encourage taxpayers confidence. Magnetic Stripe and Smart 
(Chip) Card technologies are adequate for credit and debit card applications m the 
traditional banking environment. They are not, however, responsive to the needs of 
complex and diverse govemment benefit programs. 

Delaware has made a proposal to use innovative Laser Optical Memory Card 
technology to reduce food stamps diversion and provide a multiprogram EBT system. 
At this time, the proposal has been disapproved by FNS. 

Your Bill provides the opportunity to encourage or forestall States' innovations in 
future simations such as this. I challenge this Committee to provide oppormnities for 
states to explore, and to study, and to implement new ways to deliver EBT efficiently 
and effectively into the twenty-first century. 
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DELAWARE CARD-ONE STATUS REPORT: Wayne Bergner 

DELAWARE CARD-ONE VISION: Kerry Gustafson 

DELAWARE CARD-ONE FOR EBT: Wayne Stultz 

ATTACHMENTS 

• LASER OPTICAL MEMORY CARD 

A Technology with Significant Benefits 
A Technology with Diversity and Security 
Laser Card Technology Can Enable Cost-Effectiveness Through Multi-

Program Use 
Laser Card Technology Can Virtually Eliminate Unauthorized Use 
Laser Card and Regulation E 

• NEWS PAPER ARTICLES 

The News Journal Editorial: "Benefit Cards Could Make Life Easier and 
Fraud Harder" 

Delaware State News: "Card Plan Could Slash Welfare Paperwork" 
The News Journal: "Now, Thieves Pull Databank Job" 
Government Technology: "Smart Card and The National Agenda" 



DELAWARE "CARD-ONE" 
STATUS REPORT 

Delaware Health and Social Services is pursuing an Electronic Benefits Transfer (EBT) 
pilot demonstration project to improve efficiency in delivering benefits in the Food 
Stamp Program (FSP) and the Special Supplemental Food Program for Women, 
Infants, and Children (WIC). DHSS proposes using joint Laser Card Off-Line/On-
Line technology on a One Card System. The concept pursues oppormnities for 
delivering multiple benefit programs (State, Federal, and Private) to the right family, at 
the right time, efficiently, and on one card. Additionally, as a pilot demonstration, the 
project has a good oppormnity for 100 percent federal funding. 

PROBLEM 
Today Govemment delivers benefits in ways that are inherently inefficient and create a 
social stigma on the recipient - through paper. We continue to issue paper vouchers 
for food and medical services while main stream society moves more and more to the 
debit card system. We continue to issue paper vouchers for cash payments while main 
stream society moves more and more to the Direct Deposit, Automated Teller Machine 
technology. Aside from being inconvenient to both the recipient and the service 
provider, paper benefits are subject to mail loss, theft, and food stamp trafficking. 

Several states, including Maryland and Wyoming have improved the efficiency of 
issuing benefits by the use of EBT. Both states report that EBT is more efficient, and 
more convenient than paper benefits. 

DELAWARE "CARD ONE" 
Delaware "Card One" would follow the EBT concept introduced in other states. 
However, "Card-ONE" Laser Card technology, with tremendous capacity equaling 
2,000 typed pages, provides two major feamres not available with other EBT cards. 
First, the capacity to deliver all benefits on one card allows clients one-stop shopping 
convenience for services and enhances cost effectiveness. All stakeholders 
(govemment, clients, service providers, and taxpayers) benefit from the improved 
efficiency and convenience: 

• Easier program administration for govemment agencies 
• Improved security and sense of self esteem for the client 
• Reduced handling costs by retailers and financial instimtions 
• Enhanced taxpayer confidence in program integrity 



The second feamre is improved card and benefits security through possible digitized 
pictures, digitized signamres, thumb prints, and voice prints, making it virtually 
impossible for any one but the authorized card holder to use the card. This enhanced 
security is especially appropriate given ever increasing credit/debit card fraud and the 
recent implementation of Regulation E by the Federal Reserve Board. Regulation E 
makes states liable for electronic benefits lost due to client neglect, abuse, or fraud. 
According to data prepared by the U.S. Treasury Department, Regulation E could cost 
national EBT $827 million. Delaware could lose $1.1 to $1.9 million a year. 

CURRENT STATUS 
DHSS established The Delaware "Card One" Task Force. The Department is asking 
the United States Department of Agriculmre, Food and Nutritional Service (FNS) for a 
100 % Demonstration Grant. DHSS is prepared to issue Requests For Proposals for a 
Feasibility Smdy contract and for a Project Evaluation contract. The Govemor and the 
Legislamre have indicated strong interest in the EBT Project as well as have other State 
agencies. As a result of this interest and encouragement, DHSS submitted a budget 
request to the Budget Director to support "Card-ONE" in the event FNS funding is less 
than requested. 

Delaware is a member of the States Group on the National EBT Task Force. Our 
representation includes: 

• Chair- Committee on Standard Services and Areas of Flexibility 
• Member- Committee on National Implementation Strategy 
• Member- Committee on Organizational and Management Issues 
• Member- Committee on Recipient Issues 

DHSS is also a member of: 

• State-Federal EBT Task Force on Regulation E 
• State of Delaware Electronic Data Interchange Task Force 
• Electronic Data Interchange workgroup jointly formed by the Delaware Medical 

Society and the American Medical Association 
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DELAWARE ^^CARD ONE" 
V I S I O N 

E l e c t r o n i c 

B e n e f i t s 

T r a n s f e r s 

THE VISION 
• D e l a w a r e ^^Card - OWE" 

AN INTEGRATED CARD FOR 
DELAWARE CITIZENS 

^EFFICIENT 

^CONVENIENT 

*REDUCES FRAUD 

LASER CARD 

• L i k e Compact Disks - Very Durable 

•2 ,000 Pages - Many Uses f o r 
Delaware 

2 Pages - GA and AFDC 

4 Pages - WIC Pood P r o s c r i p t i o n s 

2 Pages - Food Stamps 

1 Page - Li£e-Tiine Inonunlzatlon H i s t o r y 

4 Pages - Life-Time Drug P r e s c r i p t i o n s 

* 25 Pages - Life-Time Medical H i s t o r y 

W 2 Pages - Senior C i t i z e n s 

Services/Information 

*1,960 Pages? 

1,960 PAGES L E F T 
AFTER DHSS USE 

•SECURITY ( P i c t u r e , S igna tu re , Thumb 
P r i n t ) 

• D r i v e r s License? 
Record? 

W i t h D r i v i n g 

• V o t i n g Card? DART T o l l s ? 

• L i b r a r y Card? Road T o l l s ? 

• S t a t e Parks Pass? 

LASER CARD TECHNOLOGY 

Video 

STAKEHOLDERS' 
PARTNERSHIPS 

Clients Retailers & Banks 

GOALS 

Advocacy 
Groups 

State 
Advisory 
Groups 
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HOW DO WE 
BENEFITS 

I S S U E 
NOW? 

• Paper 
«Food Stamps A u t h o r i z a t i o n H a i l e d 
To C l i e n t Who Takes I t t o A Bank 
To Cash-In For FS Coupons 

ofWIC C l i e n t s Go To State Agency 
For Vouchers 

^Government Mails Checks Which Are 
Cashed At Banks and Various 
R e t a i l e r s 

PROBLEMS WITH PAPER 
BENEFITS 

©RECIPIENTS - Concern About Los t 
or S to l en B e n e f i t s and S o c i a l 
Stigma 

©GOVERNMENT - I n e f f i c i e n t and 
C o s t l y To Taxpayers 

©FRAUD- Black Market I n Food Stamps 
T r a f f i c k i n g 

C L I E N T B E N E F I T S 

© I m p r o v e d Convenience 

© S e c u r i t y i n Rece iv ing and 
Redeeming B e n e f i t s 

© D e c r e a s e d S o c i a l Stigma 

© B e t t e r B e n e f i t Management 

GOVERNMENT B E N E F I T S 

©More E f f i c i e n t , E f f e c t i v e Delivery 

© E a s i e r A d m i n i s t r a t i o n 

© E a s i e r T r a c k i n g , A u d i t i n g , and 
Repor t ing 

DELAWARE CARD-ONE I S 
E F F I C I E N T : 

E F F I C I E N C Y = 
REDUCED COSTS 

•AFDC, Food Stamp, WIC B e n e f i t s 

•Family Medical and Immunization 
H i s t o r y 

•Pharmaceutical Records 

•Unemployment B e n e f i t s , Section 8 
Housing, S o c i a l s e c u r i t y . Etc. 

•Radiology Record With Xray Images 

• D e l i v e r M u l t l B e n e f i t s On One Card 

• Spread Costs Over Many Programs-
More Cost E f f e c t i v e 

• B e t t e r Use Of Taxpayers' Money 
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DELAWARE CARD-ONE I S 
SECURE 

• D i g i t i z e d P i c t u r e ID 

• E l e c t r o n i c S ignature Comparison 

•Thumb P r i n t 

• D u a l Personal I d e n t i f i c a t i o n 
Numbers 

SECURITY = B E N E F I T 
I N T E G R I T Y 

• E l i m i n a t e s Food Stamp T r a f f i c k i n g 

• E l i m i n a t e s Hea l th Care Abuse 

• G r e a t l y Reduces P o t e n t i a l For 
D u p l i c a t i n g or Over lapp ing C l i e n t 
Services 

•P rov ides Taxpayer Confidence i n 
Program I n t e g r i t y 

DELAWARE CARD-ONE I S 
PRIVATE 

•The "Card Holder" Con t ro l s 
Access To Card I n f o r m a t i o n 

• P r i v i l e g e d I n f o r m a t i o n 
S ta tus i s Main ta ined 

FEDERAL RESERVE BOARD 
REG "E" ON EBT 

•Reg E I s an "Unfunded Federal 
Mandate" 

•T r a n s f e r s L i a b i l i t y f o r C l i e n t 
Neglect, Abuse and/or Fraud t o the 
States 

•The U.S. Treasury Reports The 
Na t i o n a l Cost Of Reg "E" On EBT 
Could reach $827.6 M i l l i o n . 

•Cost To Delaware = $1.1 t o $1.9 
M i l l i o n Per Year 

DELAWARE CARD-ONE AVOIDS 
REG "E" LIABILITY 

>Delaware Card-ONE S e c u r i t y Options 
W i l l M i t i g a t e Regulation "E" 
L i a b i l i t y 

^ D i g i t i z e d P i c t u r e ID 

^ E l e c t r o n i c Signature Comparison 

^•Thumb P r i n t 

WHAT ARE THE PLANS? 

•Assuming a F e a s i b i l i t y Study Result 
w i t h a Go Decision 

•Food Stamps and WIC On EBT By F a l l 
1995 

* P i l o t I n Kent County 

«Do Rest Of State I n c r e m e n t a l l y 

• S t a r t Other Programs F a l l 1996 
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COMMUNITY AND BUSINESS 
PRESENTATIONS 

• We Received Favorable Responses 

*Mid-Atlantic Food Retailers Association 

^Delaware Retailers for Food Stamps and WIC 
Programs 

^Various Central Delaware Rotary Clubs 

estate of Delaware Department of Finance 

^Delaware State Treasurer 

*USDA Food and Nutrition Services Regional 
Administrator 

News Journal E d i t o r i a l 
Excerpts 

• On Delaware "Card-ONE" 

* "Such a program would not only coordinate 
statewide services more efficiently, it would 
clearly cut down on the amount of fraud by 
those who illegally sell and buy food stamps, 
which has increased recently." 

^ "Fo r the Department of Health and Social 
Services and Secretary Carmen R. Nazario it is 
a win-win program." 

Page 4 



Clinton Presidential Records 
Digital Records Marker 

This is not a presidential record. This is used as an administrative 
marker by the William J. Clinton Presidential Library Staff. 

This marker identifies the place of a tabbed divider. Given our 
digitization capabilities, we are sometimes unable to adequately 

scan such dividers. The title from the original document is 
indicated below. 

Laser Cards 
Divider Title: 



The following is a brief description of the Laser Card and its 
advantages for Delaware Card-ONE: 

Delaware "Card-ONE" 

A Technology with Significant Benefits 

Laser Optical Memory Cards utilize a technology very familiar to those who buy their music on compact 
discs. Like the compact discs a shiny surface is part of the card. With a compact disc, music is digitally 
recorded on that shiny surface by a laser beam. With a Laser-Card used in a social services setting, 
information about the client and the benefits the client is to receive are digitally recorded on the card. Both 
the compact disc and the Laser-Card are very rugged, and not affected by electro-magnetic fields, x-rays, 
or surface scratching. Once music or data is written to the recording surface, it cannot be erased. 

Several million cards are now used in Europe. England is pioneering the Laser-Card for delivering and 
monitoring medical services. Italy uses the Laser-Card to identify authorized access to assets held by 
financial institutions. Baylor University in Texas is piloting the Laser-Card for medical services. The 
cities of Houston and San Diego are using the Laser OMC in the delivery of health services. 

The Ontario (Canada) provincial library system (1400 libraries) is testing the Laser-Card under four 
separate applications: 

1. A patron ID card testing various methods of internal/external photo IDs, bar codes, and encoded 
passwords. 

2. A service access and debit card for patrons using a "network juke-box" system to access campus 
services. 

3. A data base storage system. 
4. A library catalog for special collection libraries and for libraries located in small communities. 

The data that can be stored on the Laser-Card is much greater than what can be stored on the Magnetic 
Stripe card or the Chip Smart card. A Mag-stripe card can hold only about 1,500 characters of 
information. The Chip-Card can hold 64,000 bits (8,000 characters) of information. The Laser-Card can 
hold 4,100,000 characters of information. These capacities translate into less than one page of type-written 
information on the Mag-stripe card, 4 type-written pages of information on the Chip-Card, and 2,000 type­
written pages of information on the Laser-Card. 

Characters Stored on Various E B T Cards 

i 
Mag-Stripe Card I 

Chip Card 1 

Laser Card 

0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000 4,000,000 4,500,000 



Delaware "Card-ONE" 

The tremendous amount of capacity on the Laser Optical Memory Card, provides enough space to both 
integrate the delivery of many programs and to provide total security. The large capacity aiso results in 
savings due to economies of scale. To wit. the cost per character on a Chip Card is 1,024 times greater 
than the Laser-Card. The cost per character on the Magnetic Stripe card is 546 times that of the Laser-
Card. 

A Technology with Diversity and Securitv 

This tremendous capacity ofthe Laser-Card is significant for two reasons: 

1. There is capacity to use the card for many programs, thereby spreading the cost and making the 
technoloey more cost-effective. 

2. Part ofthe capacity can be used to improve the data integrity and security ofthe card through such 
possibilities as digitized signatures, thumb-prints, voice prmts or pictures making it virtually 
impossible for anyone but the card owner to use the card. 

The Laser-Card utilizes WORM (Write Once Read Many) technology. Information entered into the card 
can be amended but not altered nor erased. WORM provides for a complete, practically indestructible 
history (audit trail) of all activity entered on the card. Unlike the Magnetic Stripe and the Chip-Card, the 
Laser-Card is impervious to data loss from the effects of static electricity. Any unauthorized attempt to 
enter or modify information results in an automatic disabling of the card's functional capacity, making it 
useless for accessing any benefits left on the card. 

Additionally, the Laser Optical Memory Card has "Calendar-Releasing" capacity. This means benefits on 
the card can be turned on or turned off based on programmed dates within the card itself Examples of 
potential uses are: 

• Cash and food stamps can be turned on automatically on prescribed dates and accumulated until 
redeemed. 

• WIC benefits can be turned on automatically and then also be turned off automatically upon 
reaching expiration date. Unused expired benefits would no longer be redeemable by the holder. 

• Child immunizations records can be automatically displayed with an programmed alert for expired 
protection. 

• Benefits issued through the card could be integrated with other programs, i.e., the card can be 
made to check the status of whether a positive condition of client compliance exists prior to 
releasing benefits. 

Unlike the Chip-Card, the Laser-Card dimensions are such that they can fit in the Mag-stripe readers. The 
Delaware plan is to include a Mag-stripe on the card so that it can be used in existing ATM machines to 
issue cash benefits. Until banks move to the Laser-Card to reduce their own liability for fraud and abuse of 
credit and debit cards (an area that is getting a lot of discussion recently), the Laser-Card when used in an 
ATM machine will not be able to take advantage of the potential for things like signamre verification or 
thumb-print verification to improve security. This will not, however, negate the use of those security 
features for Food Stamp, WIC, and Medicaid redemptions. 



Delaware "Card-ONE" 

Laser-Card Technology Can Enable Cost-Effectiveness Through Multi-
Program Use 

The Laser-Card's large memory capacity provides the potential for storing a life-time worth of information, 
including: 

Complete history of AFDC, FS, WIC transactions 
Complete individual and family medical history 
Complete history of immunizations 
Pharmaceutical records of each prescription issued 
Unemployment benefits. Section 8 Housing, Social Security, etc. 
Radiology records with x-ray images (a large number of x-ray images could fill the card) 

Obviously, with the potential to store this amount of data and support the vast array of programs that the 
capacity enables, the cost of the card and its supporting infrastructure can be amortized over more 
programs and greatly contribute to the cost-effectiveness of the technology. This is particularly important 
for a state like Delaware where the number of participants in any single program is not sufficient to employ 
other types of electronic benefit transfer technologies cost-effectively. 

It is anticipated that the card would take one of two possible directions after its implementation in the 
Department of Health and Social Services. It could become a social services and health card that would be 
used not only for public-sector programs but also for private-sector social service and health programs. In 
this case the public-private partnership already forged with the Nemours Foundation would be a likely first 
use within the private sector. 

Another possible direction is for the card to encompass other governmental programs. An individual's card 
could contain the information necessary to interact with other agencies of Delaware state govemment. It 
could for example also be the card-holder's automobile license and contain his driving record. It could be 
used to issue unemployment benefits, serve as a library card, or contain pre-paid toll fees for using the 
state's toll roads. 

Each of these directions will be explored in greater detail as the State's experience with this technology 
develops. The initial efforts will be to prove the utility in delivering Delaware Health and Social Services 
benefits. 

Since the card will also include a Mag-stripe, a possible second phase of the project will be to issue AFDC 
and GA benefits through the existing ATM networks. 



Delaware "Card-ONE" 

Laser-Card Technology Can Virtually Eliminate Unauthorized Use 

The Laser-Card can incorporate the standard Personal Identification Number (PfN) and the extemal 
photograph ID. However, the Laser-Card also provides advanced technology for preventing fraud and 
abuse. When implemented, this technology makes it virtually impossible for unauthorized use. 

First, a few of the many types of personal ID not available on the Magnetic Stripe nor the Chip Smart 
cards: 

• A color, unalterable color photograph ID—digitally encoded into the card for display on a 
computer CRT at time of use. 

• A digitally encoded signattire for an automated and or visual comparison of the signature of the 
user. 

• A thumb or finger print digitally encoded into the card for an automated comparison ofthe print 
of the card user. 

Such personal ID's can be universally implemented on a population-wide basis or restricted to card holders 
having a pattem of card loss, theft, and/or suspected abuse. The Laser-Card addresses the question of how 
to issue benefits to suspected abusers without having to revert to a two issuance system, namely electronic 
and paper. Another viable opportunity, under a State-wide demonstration, is to implement variable ID 
options in selected test areas for comparison with cards having no ID requirements and standard PINs in 
control areas. We believe such tests and controls, in a State-wide project, provide excellent opportunity, in 
a real world setting, to evaluate the margins of effectiveness and costs of ID options in controlling fraud 
and abuse. 

Second, the use of the Universal Product Code (UPC), used on products eligible under the WIC, Food 
Stamp, and many Medicaid services, encoded into the card enhances the correct delivery of benefits. By 
issuing and redeeming benefits by UPC, agencies can assure recipient purchases and vendor payments are 
based on exact program specifications. This feature is not available on the Magnetic Stripe card. 

Third, there is an available feature of a periodic, perhaps monthly, access code provided to the recipient 
requiring user interaction to download the benefits from a Centt-al Data Base. This access code, which is in 
addition to the PIN, is provided to the recipient separate from automated systems. For example, delivering 
the access code via the mail could verify residency requirements. 

The Laser-Card and Regulation E 

A major concem to States involved with EBT is the impact of Regulation E requirements on EBT 
programs. Regulation E is established by the Federal Reserve Board to provide "consumer asset account" 
rights and protection in commercial credit and debit cards ftinds transactions. A major feature of 
Regulation E is that it limits card holder responsibility for unauthorized use of a lost or stolen credit/debit 
card, provided its loss is reported in a timely manner. When a card is reported as missing within two 
working days, the card holder's risk is limited to the first $50 of unauthorized charges and cash withdrawals 
with the liability of risk in excess of $50 assigned to the card issuer. 



Delaware "Card-ONE" 

Until recently EBT was exempt from Regulation E. This exempt status placed all risk for unauthorized 
benefit card usage on the card holder. However, effective March 1, 1994, the Federal Reserve Board 
placed EBT under the Regulation. The inclusion of EBT under Regulation E transferred substantial 
liability for lost and misused benefits from the client to the State agency issuing the EBT card. Many 
states, including Maryland, have indicated that without some relief from these risks, their EBT programs 
may be in danger. 

At the same time the national direction is not a matter of if states will use EBT, but a matter of when 
states will use EBT: 

1. The U.S. Department of Agriculture, Food Nutrition Service is ready to issue a policy requiring all 
states to be gening into EBT by 1996. 

2. Senate Agriculture Committee Chair Patrick Leahy (D-VT) recently infroduced a bill "The Food 
Stamp Fraud Reduction Act of 1993"(S. 1646) to mandate nearly universal food stamp elecfronic 
benefit transfer within three years. 

3. Vice-President Gore's National EBT Task Force is actively pursuing the use of EBT to improve 
the delivery of all federally funded programs. 

4. Responsible govemment managers are moving to EBT in response to taxpayers' demands to 
increase convenience, efficiency, and integrity in delivering govemment services. 

The inclusion of Regulation E is an "Unfunded Federal Mandate." A recent U.S. Department of the 
Treasury nation-wide study, "Implications of Regulation E in Elecfronic Benefit Transfer Programs", 
determined that Regulation E could cost states an additional $827.6 million a year in benefit losses and 
investigation costs. Neither the Federal Reserve Board nor federal program sponsors are willing to help 
fimd these additional costs. 

Using the data developed in the Treasury's study, if Delaware were to use the standard Magnetic Stripe 
card, it is estimated Regulation E will cost Delaware an additional $1.1 to $1.9 million a year, however, 
these additional Regulation E liabilities can be largely avoided by the use of Delaware Card-ONE 
technology. 

There is a legitimate cause for concem. Magnetic Sfripe or Chip Smart card access to ATM and POS 
benefits is confrolled by the use of the Personal Identification Number (PIN). EBT states are justifiably 
worried that their clients will somehow compromise the PFN in a way that the EBT card can be used in an 
unauthorized way, with the liability to replace the lost benefits assigned to the states. 

Given the pressures on states to implement EBT and given the unacceptable liability of Regulation E on 
EBT, it is clear that states need to adapt those EBT technologies that enhance efficiency and minimize 
liability. The Delaware "Card-ONE" is such a technology. First, the Laser-Card, using the potential 
security features discussed previously, virtually eliminates benefit loss due to neglect, abuse, or fraud. 
Second, there is good argument that Delaware "Card-ONE's" unique method of delivering benefits does 
not fall under term "consumer asset account" as defmed by Regulation E. 
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OUR VIEW 
COMPUTERIZED BENEFITS 

Benefit cards could 
make life easier and 
itraud much harder 
WHERE WE STA-NT) It is not a new idea. Maryland 

and New Jersey have been doing 
It for a coupie of years — issuing 
special beneiits credit cards to 
those on government assistance 
proerams. 

Delaware is seeking lederal ap­
proval, and about SIOO.OOO. for a 
pilot program in Kent Countv' 

next year. 
In this age of computerized everythmg, the idea is ac­

tually very simple. Rather than filling out reams of paper 
to qualify folks for food stamps and other basic assis­
tance, a credit card would be issued. Those on general 
assistance or AFDC could also access their monthly al­
lotments and receive cash instead of checks. 

Such a program would not only coordinate statewide 
services more efficiently, it would clearly cut down on 
the amount of fraud by those who illegally sell and buy 
food stamps, which has mcreased recently. 

More important, it would do wonders for the dignitv' 
of those who are on benefit programs. 

If the experiment is successful in Kent County, it 
would then be tested m New Castle and Sussex coimties. 
Pennanent cards could be issued m 1997 and it woulci be 
called Delaware Care-ONE. The lengthy period for ap­
proval is because Delaware wants to use the latest laser-
type technology on the cards. 

We hope Delaware and the U.S. Department of Agri­
culture move quicker than that on the request. For the 
Department of Health and Social Service and Secretarv 
Carmen R. Nazano it is a win-win program. 

Siri D«Vlvo 
President ana Publisher 

John N. Walatoii 
Executive Editor 

Monday, Nov. 22. 
Jolai H. Taytor Jr. 
Editonal Page Editor 

Nontian A> Lockman 
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Card plan 
could slash 
welfare 
paperwork 
By Martha Simpson 
^ l . l l l U I l t d 

!30\T.R - :; ^ Ihe ?ize of a 
1 rccllt r . i ia . siniiL-s like the sur-
'ace ol n coiiipaci disc, and could 
c liininatr public assistance pa-
;'rr\vorl( alloccllicr 

Dubbed Delaware Card ONE. 
ihe card Is an experiment brew-
Hie In a l.iboraiorv ol Uie Depart-
inetu ol Ik'aUli and Social Ser-
•. icfs aiul rui i ld revoiuilonize the 
deiiverv rii public assistance pro-
drains, ^.nd Wayne R SLulLZ Jr.. 
prniiTi maiiaiier lor the card. 

'A'e've knouTi lor a lew years 
lhat this Is a more elflclcnt and 
' oiivenirnt \v;iv lor rilents 10 use 
'hc-ir li'iH.-iiibi. 'le said. '.Vert; 
ilso sci'inu a iiailoiial trend com-
ine up where an '.'lectronic bene­
lils iransler will be a common 
process. 

The card can store up to 2.000 
typed paees of Informadon elec-
iroiucallv aud would carry bene­
flls sucii as food stamps, money 
distributed ihrou^h ihe Women 
Infants and Cliildren program 
and health benefits, he szud. 

Card users would present 
their cards at the grocery store 
checkout line, where state-pro­
v ided compu te r equ ipmen t 
would scan ihe electronic sur­
face and call up the amount of 
beiiellt.s ihcv have. Mr. Stultz 
said. The cashier would then de­
duct benellts auiomatlcaJly at the 
register instead of redeeming 
food stamps or vouchers, he 
said. 

Public assistance clients could 
also use the cards In automatic 
;cller machines, he added. 

There s a Greater decree of se­
curity with this kind of card, but 
If a person went to an ATM at 
nieht. he or she would probably 
face I hp .same securitv Issues 
lhal anvone with a regular card 
would . ' Mr. Stultz said. 

The department begam consid-
erlne the new system in October 
1992 al Ihc urging of then-HeaJlh 
and Social Services Secretary 
Thomas P Elchler. Secretary 
Carnien .\azarlo offered con­
tinued support when she arrived 
in Apri l . 

I've supported this concept 
for a long time because it offers 
much more dignity and respect 
for people who take advantage of 
social services, she said. 

The General Assembly In June 
adoptetl a resolution encourag­
ing the department to follow 
through with Us proposal. The 
( I cpa r tn i c i i t plans to spend 
SIOO.OOO on a feasibility study 
for the project. .Mr. Stultz said. 

The department Is eyeing April 
1995 as a starling date for an 
e.xperlmenial program In Kent 
County and would offer the card 
to New Casde and Sussex county 
residents the following year. Mr. 
Stultz said. Tlie fu l i program 
would take hold In 1997. he said. 

There are a lot of possibilities. 
You could put an enUre family's 
benefits on one card." he said. 
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Automated teller machine fraud 
grows, and information is the key ^ 

Now, thieves pull ds'tabanli jobi 
-'om iiati ana wir« rtooni 

I
t'i iii(e a icnot rrom an unQenworia 
maaiermina 8 "Mi l l ion : i.T.Doaai-
bie : - i s n - i e c n tr . ievn inaiaii a 
phonv automaira teller macnine ai 
a iuouroan Connecticut rr.aii. bteai 

:aiA [Torn uaer caroa ana DiiK oanic ac-
:3unu nationwiae. 

> ?.ow aoout tr.u: CrooKa in .Sew 
'?rx runiveiv viaeot*De ATM vnera at 

.-.ev Duncn in treir secret acce« loaea. 
"^.e vioeotaDera use me iniormaiion to 
-.axe casn wiintirawaia. 

""-.en iner«9 tne con a n u t in n i r i a i 
"I'jjitv. -^no Dosea as ft n.inK rrnn-

iacr. autwo oanR<ara melt victims into 
reveaiini caniiaentiai iniortnation Boout 
•.r.eir coaei. ana usea u 'n -".eai r-.rn 
•nor* 01 tfteir monev. 

~hei« are some recent examoiea ot 
-eaoiine-ffraoDina caaea mat npive to 
cu*«i atuntion on tne saiViv ana se< u-
ntv 01 the nation a o7.n00 ATMa. ime oi 
'.na mtjai oopuiar w^va to aei caan * n e n 
^ou neco it. 

ATMi have oeen an aitrictive i a r « « 
for roooti* ever tincc tnev were intro-
ducM two aecmaa BKO. But Uit t n m t at 
phyticu taMui l on ua«n n u oe«n over-
inmoowva ov nonvioicnt. more aooniaa-
c i t a a ih ieverr . hatened in soma e i -
'.rewaiv clever cnmtnAi brtina. 

3 u i k * n a r * nattirailv conctmea . 
tud Boru r. Meliuaoif. an A l l a n u oaiui 
f i t cu t i va wno aaviaea tne American 
Banxan Aaaociation on accunnr laauaa. 
" I ' j bean tn evMocncr to tne inauitnr. 
to a>v tne leaat. 

3ut Patila i^ranicr. s i w K t n n m u i lor 
PhiladalDhia-buaa T r a n u c u o n i Pi oc»a» 
in» i n c la ia b a n u h«v» womeo about 
elactronic leeuri tv ever t inea A T M a 
casta into conunon uaa. I t t lha buoiic. 
•ha aaid. whoa* conaciouanaaa oi elac-
:ronic iraua it ntina. 

3«Uavue-oaaaa Monav Acceaa service 
!nc_ wnich ooeraiea me MAC cam net-
wora. naa tent tenior oiriciiia to ttuov 
•.ha Connecticut cata. sDoactman Joe 
ihailow aaia. 

Some safeguards 
top protecting agaUnt 
ATM-relateil losses: 
• Select vour oenontj 
:eniiticaiion numoer careiuiiv 
ton I use ODvious oarsonat 
Tsniiticaiion numoan jucn aa 

: r^naaies or ine tirsi lew oiam ot 
; cnvef s license or rcme 
^•eonone numoer. r-<?vreonen 
: jna in waiiets ana ourses ano 
. :uaiiw me itrst lo ce ineo ov 
iTM-usina inieves. 

• Keeo vour riN secret, il vou aon I 
"lava ina numoer memonzea. irv to otJl 
' " a sale oiace ouistoa vour wanei or 
:.irsa. Never wriia ii on me AtU cars. 

• Take oractuiions oeiore usina i n ATM 
:on I si irva iransacoon ii vou leei 
jnconnonaoia «iin vour sunounoinm. 
Suioioous inoiviouaii nanaviq iitxina a 
micnitM. or soonaa wm oinocuian cr 
<io«o caiTwrai naamv snouia oa raoonaa 
.3 •uvwmiea. 

• Take oracauuons iner usma tn ATM. 
^ t i matnt ranmnoannq to ima voiv cara 
i m v(M ana orooanv oisnsmq at m« 
iranMcoanracamuitwan. S o n a o a w r 
cn jou navo oaon a o a lo qam eocaia to an 
ATM bv using ina a o c o m numoar louna on 
" a racaoL 

• Kaao caratu waicn m vour otnt 
!:aiam«ni unaunoruea ATM trensacaont 
';nouia oe reoonao lo ma oana t t toon t s 
:>ouioi* 10 iimti vour ooiamiai iiaowlMa. A 
::it or stoian oanii cara i iso tnouia oa 
eoonaa at onca 

L/noer me Eiectronic Funas Transit 
Act oi 7970. ATM customers ar 

//afi/e tor me ioilowing in case 
or unauinonzea transaction: 

Tho first S50 in 
osses II ttiev notir. 
:he oariK witnin twc 
business oavs or r 
aisaooearance oi 
thoir ATM cara. 

lUo to SSOOif they 
lari to meet tne 
twooav limit, bul 
only If the oanK ca: 
prove they Knew o 
the cara s loss or 
then and tailea to 
reoonit. 

I Tha entire accour 
and creait line 
potemialty couid t 
wiped 0(A tf the OE 
isn't nottfied withlr 
60 days ot tne aai 
it maus out the 
iiKJiiifily stfltemen 
that snowB tne ilrr 
unautnonzed 
withdrawal. 

[nduttiv exoerti intit i that A T M fraud 
.1 l u d reiauveiv rar» — witn loaaaa mi-
nuaeiua comoana wttii thoaa oi tha crea-
it-caro iniiuitnr. 

That t paitiv becaute creoit-ctrti com-
pamea tt i l l seno l ive, reaov-to-uae 
c a n a threuth the man. aaid Kennatn H. 
Smiler Jr . . preaident ol Finiactir inc.. a 
Delaware County. Pa. , oana lecuritv 
nrm-

So manv of thoae cardi are tioien irom 
•.ha Hoatai Service tnat botli V i « nno 
MaaurOtni have resorted to onvate ae-
hvere tervicee. 

But moat bank! now preter to tive 
ATM carea out in pctaoii. amiia* M M L 
U t a n typa meir own accret numnafe into 
bans comoutan. lianka dont want to 
\ your numoer." he 'Only the 

r I numotr. 
i n a i a why thiaraa try to break 

inio daiabaoka. in h o p * af looumi and 

n tenerei. exoerts lav averaee bank 
cuaiomem. etaemaiiv moaa «eann« up 
:nr tome neaw ATM uie inia tununer. 
have tittle to won^* aoout aa lona t l tnev 
fuani tneir personal laentification niun-
:ert. or PINt. and taae prooer orecau-
v.nns wnen uaina n oant macnine. 

I oharacienxr tne Connecticut inci-
:ent as a iluke. The cnancca ol that 
.laDoenine a ia in are verr. verv smalL" 
iaid Konaid H Heeo. senior ^Tce presi­

dent for Plui S v i t a v : 
of the nation a Itrve 

Sean Kenneov. p. 
tronic Funda T ran . 
trade Krouo in He 
T h e r e lant mucn ^ 
that people are awi 
biy a pofanual for 
actiuU prmcucc it i i. 
duKrywioa orooiara. 

Statittica on AT: 

. - c . in Denver, one 
^TM necworka. 
'.•nt of the Elec> 

Ataociation. a 
?Ti. Va. . agreed. 
• fraud neht now 

, There a prooa-
nroPlem. but in 

k. a wideapreao. in-

hard to come by. Ir i 
: h e n e no c e m n i i n c a i n n lyeiam : 
t he A T M networka. mainiv • 
reported theft la iviauvely tmaiL t 
'.otaiina under 11.000. 

In manv caaea. they aav. i 
rutted bv a reiauve or companion 
bank cuttamar. 

aiatad lo 

mmmaenmm nu mvoiuaanind 
cmunwr danang. Sut atfo vwMiM 
as a 0otMH«y M tvgw Ibr cnrrarMM. 
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". l".; '-i .i Jill 

Even in tha Connecticut 
autlMntiaa a i a eatlinv of thi 
inawiioua iraodk tha total take 
coaaMaiaa erail beloir what thiav 
run up froin eacA atolen or cou; 
cretut caiti. 

By the end of May. %66JOO0 ha 
ttolan in about (me montn a tur 
several tccot inu ui inc A T M i in V 
North C a n l i n a . G e o r m . Florida. 
Itnd tnd New York, t t id 
tpeciai leant Otn Mtichitello. 
heaoina tha invceuaation oi the C 
icut fraud. 

"It waa one o( tha innc 
tiiidiiaiiiairt h i i h i a i i i ii I 
t a n . ' h a t a i a . 

Tha bocia A T M temporantv i t 
t t MaaetaaaiM'. C o o a . 
but apolocatie r e c a i p u i t 

aU th 
IM t W t a t 
T t m u a m m tarn 

I of tha n i l mi — aka 
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SSyix High-tech irieves hit datahanks 
o « uaiaUv a l — ^ ttia- bank O l 

,-ountanien etna to gaia accaaa lo 
' -.e accounia-

3ut .Maicmteilo laia the wida-
areao puoiicstv turraunmiut (he 
lae nai heitea linnt loaaaa. 

?«]oie woo had Kooe to (he 
:-onv ATM macnine oidn t wait 
^tu tneir accounta w«e comoro-
-liea to noorv uieir oanaa. And 
."-.e oanai n?nt twty biocaeo (he 
Lccotinta ana issued new cajoi. 

leinitotf =aid hu bank. 
Vacnovia Corp.. cotuiscatea at 
:iat one ol me counteneit caroa 

.m .Atlanta orancn. 
".nanciai ir.stitutiona riave 

--.uit a numoer ot' ana-cnme ae-
res into me A F M system to ore-

-nt customer! rrom tecmi tneir 
...inzs muopcar. sucn as oiacms 
.juv lunits on me amnunt oi an 
• TM wnmormwaj or mjDiyuui cua-
•,nien u their ATM acnvttv aevi-
.es trom an esiaoiiiheo (tanem. 

uBuaUy afaaoik tha' 
cunoBB n liimttr liabla for 
only tfaa fint ISO fai loaaaa aa iona 
aa thay tsostfy thair within 
two bunoaaa daya at tha loea oi 
chnr ATM cam. 

but tnev couU ooooBvabiy loae 
mar entin "»»-~» it tha oana 

. jn t aoanad tmlna 60 dayi 
the tune it maila tha montniv 
jtatcmou tnat ahowe the nrst un-
autnaruea wnndiawai. 

- Cntii recentiy. the main con-
c?ma in ATM security were in 
:;revenank mukVXDgi of bank cus-
Lomen. Semai maaniQont nave 
mstaiied eiannta aiaim lyiicmii. 
•vniie at leaat two iiatca — 
York and Caiiibniia — nave wni-
.en lawa "'»~i«niij ATM saiecv 

vithoukn dnanciai insatunona 

The unhaOT alao haa locnt mu-
.iona of doUaza oavaiopuui encrvp-
:ion syitama that icramole tr.e 
data traveuac acroaa the wire 
eacn tuna a cuatoowr uaea an 
.ATM. 
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^ Compatars in 
m your woikt 

Smart Cards and Hie 
National Agenda 

5man cards are already a pan of the tnterruitionai landscape. 
Their advantages are causing state and local govemmeju to take notKe. 

W ASHINGTON. D.C. -
Stephen Kindell. in 
the January 19 issue 
of Finance World. 

cited smart cards as one of nine key 
technolooiies the Clinton adnumsira-
iion snouid Rive special aiiention to, 
in lis auesi 10 upaaie [he nation s 
lechnoioRy poucy iuntlcll. who imer-
viewea MIS experts from establish­
ments sucn as Hanrara. DuPont. and 
Carnegie Mellon, concludes 
lhat smart cards, 'can be 
used for anything." Ttie fact 
is. while relauvely unknown 
to many, these computers-
inv(mr-i/jaf<«( have already 
been successfully tested 
within a variety of arenas I 
important lo the CUnton 
administration: health care, 
banking, job training, and | 
govemment subsidy pro­
grams. Including electronic 
benefits transfer t EBD. 

Put simply, the smart 
card is a computer. It diftera 
from the normal concept of a 
computer only in lhat il is 
packaged to look like a credit 
card, makmg it portable and 
inexpensive. Unlike magnetic 
stnpe bank cards, smart 
cards contain an integrated 
microcomputer chip, provid­
ing It with significanl memory 
storage and processing 
power. The result is a port­
able, updaleable database 
system lhat customers themselves 
can carry. 

Unlike magnetic siripe cards, 
smart cards allow for total offline 
transaction processmg. Information 
can be read (rom. and written to. 
cards at any location with an inex­
pensive smart card reader. 
Dependence on expensive online 
centralized systems with their single 
points of failure is eliminated. Data 
on the smart card can be immediately 
updated using the processing applica­
tions on the card itself. As such, 
industry analysti beUeve that sman 
cards WiU eveniuaUy suipasa the pop­
ularity of magneuc stripe cartls. 

While a 1 cards have received 
relatively i ' attention in the U.S.. 

: they are aciuaily a stable technology 
1 proven worldwide. In France, for 
I Instance, more than 6 miUion smart 
I cards are used with telephone, medi-
I cal. television, and transportation 
I systems. Liltewise. Germany and the 
1 1,'K are currently distnbutmg miiUons 
1 of smart carus for use with thetr puo-
I lie pnone system wnile Japan. 
I Thailana. ana Sirusapore have maae 
I smart cards a lutional ptionty. 

system by providing peanut farmers 
and government processors with 
smart cartls to act as source data cap­
ture and bookkeeping mediums. The 
program has reportedly saved the 
Depanment of Agnculture over two 
dollars for every dollar it has 
expended for the system. 

Smart cam systems have repeat­
edly improved efficiency and saved 
money for compuue* that have prop-

and then require it to be manually 
keyed into one or mora centnlized 
systems. By electroiucalty captunng 
data at its aoum and tutomatlcaUy 
supplying it to target systems in 
mactime readable (oimat, imait cards 
eUminate the cost of recotding data 
twice aa tveil as the cost of key entry 
errors. And because the smut card is 
a processing computer, source data 
captured can be validated (or errors 

on the spot, eliminating the 
need (or later enor coirection. 

Smart cards ar« being used in Frcmce and other ctmrurus/or on tnemtMtngiy wid» 
.tmrnii^immm range offunctums. 

To date, the largest smart card 
appUcation m North Amenca is the 
U.S. Department of Agriculture's 
Peanut Buying PoUit Project, imple­
mented (or the govemment in 1987 
by Applied Systems institute Inc. 
(ASl) a Washington D.C.-baaed 
developer of smart card technology. 
The program successhiUy automated 
the government's pricing and quota 

erty implemented them, while, at the 
same time, reducing schedule and 
cost risks and Improving system 
security. 

BUACOUKIKMANODinT 
Smart caids are powerful source 

data capture tools that save signifi­
cant time and money over methods 
that commit onginal dau to paper 

In France, more than 6 million smart cards 
are used witii teieplione, medicai, television, 

and transportation systems. 

dsn 
Since the sman card b a 

functional ditihani system, 
oariplwte witti iti onan IHIUHH-
tng power, data processing 
occur wittwut the expense and 
potential dUDculqr of canllec^ 
Ing to an online central 
database. The cardholder's 
database can be read 
•dlusted on the spot via an 
offline sman card reader. 
Tranaactioiia can be coUected 
and posted to the centraUzed 
system in a batch Auiing the 
night at far len eapense i 
the online, priaeKtnie, one at 
a-time tianiaetion prooening 
now aaaociued with mi 
Btiipe ciedit and debit caids. 

For example, Natrona 
County, Wyo., haa become a 
national leader in Electronic 
BeneflU Transfer (EBT) by 
udUiIng sman audi to 

ate electronic payments for cus­
tomers purchasing grocetiea subsi­
dized by the Special Supplemental 
Food Program for Women, Infanta, 
and Children (WIC). In the pilot sys­
tem, designed and implemented by 
ASL more titan seven hundred 
ipants in Natrona County use i 
cards—called WYO Cards— ii 
of paper youchen to puRhaae WIC-
apptoved fooda. 

CardTech the nation's leading 
conference on card teelmalogies, 
gaye its Outstandiiv Sman Card 
Appiieation Award for 1991 to the 
WYD Card. Tlie system bM been 
cessful for several renons. First, it 
has helped to ensun wonten and 
children receive the full nutritional 
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SMART CARDS 
ConnuQ iron Dotia 06 ' 
beneiits aiforded by W(1C by provid­
ing panicipanis access to parucipat-
ini; grocerv stores as often as they 
Msh. up to [tie limit of Iheu- benefit. 
Previously, panicipanis could be 
aeoriven of nutritional benefits 
affomea by WIC because they could 
not pariiailv redeem a paper 
voucner-. ibev had to use it all at 
once. Secona. it made the WIC pro­
gram ninre fificient. Previously, 

each WIC panicipani. in a given iiiin- 1 
ily was issued a separate cncCK. 1 
Under the new sysirni. oenelits for ' 

1 all WIC family memoers are com-
I bined on a single smart card, 
j decreasinfl tne tunc reauiren to oiii-
I lay ano collect WIC beneiits. 
i Equally important, by minimizins 
I the use of online tcimmuiiuiucaiiiiiis 
i and data orocessina. 'A'YO Cards save 
I money ana increase system rcuabiliiv. 
i Communicauons or central cumoiiier 
I problems ao not interfere with the 
I WIC raniiiolders nmliiv m rrrrtvp 

sennce. This Is especiaUy ̂ -'wwunt in 
large rural areas and ot ' r regions 
where telephone serwce c"^ be a con­
cem. Pilot data sujwest5 "•lat smart 
cards wiii save Wyoming £ - r-rcent m 
bank transaction fees, ns such. 
Wyoming is currently p 'nnihg to 
expand the WYO Caid pn-Tram u> six 
Wyoming cnunues and Ir- ude elec­
tromc Food Stamo and VIC benefits 

I nil the same cam. 

i Unlike magnetic si .le cards. 

smart cartls can be programmed to 
unify multiple applications and ser­
vices with secured protection for 
each appUcation. Employee smart 
cards, for example, could contain 
emergency medical Informauon 
about employees, serre as their 
meana of gaiiung access to the build­
ing where they work and act as a 
debit card for use in company vend­
ing machines. Unifying multiple sys­
tems in this way translates into 
reduced expenses through cost shar­
ing and the reduction or eUmlnation 
of operauonal redundande*. 

In their popular book Reinveni' 
inq Govemment. David Osbome 
and Ted Gaebler descnbe how the 
Michigan state govemment utilized 
sman c.iras 10 repair an out of con-
irol |ob training program that con-
•̂ isied nf more lhan 70 different )ob 

1 iraiiuiiR anu artull education pro-
I grams and cost more than t800 mU­

Iion a year 10 run. Osbome and 
Gaebler descnbe the state's system 
for manajung the program. ' In effect, 
a nonsystem: 70 categorical pots of 
money with no coherence, no user-
frlendUness. Uttle perfuiniance data, 
and Uttle management. Most (pro­
grams 1 were invisible to ttie avenge 
citaen. Most were hard to access." 
Michigan s solution. 111 concert with 
other initiatives, was the impiemen-
tation of a smart card system. 

Deemeo the Michigan Oppor­
tunity Card, the state set out to 
deUver sman cards to every adult In 
Michigan. The idea was to capture 
source cuenl data once in tlie card— 
and then snare that data and any 
subsequent updates with otiier agen­
cies via the card itself. The cards 
earned basic information, or com­
mon data eLemenu. about the 
holder thai any agency involved with 
training, education, or employment 
might need to determine the card­
holder s eligiblUty (or programs and 
appropnate program placement. 
Tlicy were updated as partlcipanu 
completed training or secured 
employment. 

I Ed. Note: The Miekigan 
Opportnnuv Card —/irst tTitro-
duced by Couemor Jamas J. 
Blancham in hia 1988 Stale af the 
State message — is no longer in 
existence. The f/fujiuin fiU vioim 
10 budget constratnts and c 1 
in admtntstrofton. However, 
aeeorrtinn to a representative of 
ASl. the WYO Card program is 
expanding, and an RFP has 
issued 10 impiement WIC and 
stamps on the same card. I 
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