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PREFACE

The subject of the checkless society brings shrugs 

of indifference or disbelief from many people, including 

some bankers. Other bankers have some definite thoughts 

both pro and con.

This concept is extremely debatable and many bankers 

refuse,to even discuss it. I have included in the biblio

graphy only the names of those people I interviewed who 

expressed re ill feelings sb cut h^.vinj thpi r r« a m a s; assnei a- 

ted with the following discussion. Others preferred no 

mention of their names.

I'd like to express specific graditude to the
■ . ....................  . . . .

American Bankers Association whose personnel were always 

available to discuss the checkless society in a frank and 

open manner.
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THE VERIFICATION PROBLEM1 .

It is called by many names— cashless society;

paperless society; checkless society; even the less-
icheck society! But it all forecasts one thing, a major 

change in the payments mechanism that we are so familiar 

with today.

What is the reason behind this proposed change 

in our way of carrying out financial transactions? The 

basic answer revolves around the fact that the rising 

tide of checks and the enormous cost of processing these 

checks through the financial hierarchy dictates' the need 

for a change. We write over 75 million checks every 

business day in our country! This adds up to l8 billion 

checks every year! And these figures are increasing 7% 

annually. Checks are written on 14,000 commercial banks 

and originate from 70 million checking accounts. It now 

costs the banks about 3 - 3 billion dollars a year to handle 

and process these checks. This paper volume and the costs 

of processing checks are continuing to spiral in spite of 

all the new technology and computer systems in use today.
^"R.L .Kramer and W.P .Livingstone , "Cashing In On The 

Checkless Society," Harvard Business Review, VLI (Septem
ber , 1 9 6 7 ) , 142.
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What does the term checkless or less-check society 

connotate? Mr. W.Putnam Livingstone, Vice President of 

the Bankers Trust Company in New York City, has this defi

nition :

What we are talking about should be thought 
of as a nationwide financial information 
utility. It may include nat only movement 
of m oney, but also credit, credit infor
mation, and data that will help in moni-

2toring the country's economic pulse.

To reiterate, the primary impetus today for im

proving the payments mechanism stems from the realization 

by bankers of the enormous cost of the rising tide of 

paperwork. They also recognize that there are other 

ways of moving money besides the physical effort of pre

paring and exchanging documents. The time when this fi

nancial utility will become a reality is closer than has 

been anticipated.

Rapid advances in hardware and communications 

facilities have improved processing speed at a reduced 

cost. In addition, the banking community, increasingly 

aware of the time value of money and management education 

in computer concepts, is becoming more aware of its es

sential role in the development of the checkless society.

J.J.Groome, "Preauthorized Payments " 
Clearing House, VLI (March, 1 9 6 8 ), 2.

1 Burroughs
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A number of forerunners of this advanced financial so

ciety are already in existence. More and more banks are 

offering credit card plans which eliminate much of the 

end-of-the-month check writing. The banks assume the 

credit checking and billing in return for a discount on 

the purchase ranging from one to eight percent.
i

Several ideas have been developed on how this 

checkless society should be operated and certain basic 

prerequisites have been agreed on by the experts in the

field. These requirements include :
(1) A data communications terminal that

• can be located at all appropriate
sites at a reasonable price($15-30) .

(2) A computerized central file containing 
information on current deposit balances 
and credit standing.

(3) A data communications system connecting 
the terminals to this central file.

(k ) A simple and reliable method for indi
vidual identification and verification."

All of the above requirements are of vital im

portance in the successful implementation of even the 

simplest system. However, very little has been discussed 

or written on the best method to use for individual iden-

.A .0'Brien, "The Cashless-Checkless Society," 
Journal of Data Management, VI (May, 1968), 30.



tification and verification.

The customer card associated with the checkless 

society will be an identification card, not an evidence 

of good credit standing like the present day credit card.

The universal identification card must allow instant 

determination of the credit status of the> user with the 

implied necessity of knowing that the card holder is 

actually the person the card represents him to be.

The problems relating to this identification need 

were recently brought' out by James V. Vergari, Vice Presi

dent and General Counsel, The Federal Reserve Bank of 

Philadelphia. He was discussing a "SPACE" money system; 

that is. a card authorizing settlements, payments, accounting 

and credit extension activities when he commented,

Security of the contemporary credit card 
depends on the pocession of a valid credit 
card by the buyer and visual signature 
identification. While this security is 
somewhat higher than that of an unguarded 
check, it is not high enough. A SPACE 
money card must be essentially fraud-proof, 
must deter circumvention and minimize over
all losses if deterrents fail. Its major 
elements will consist of a card extremely 
difficult to counterfeit, and untamperable
identification photo, and a magnetic code

kwhich is computer oriented._________________________
^"Banker's Agree: Checkless Society On Way,"

Business Automation News Report, (May 15, 1967), ^ •
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The importance of this proposed card and the need 

for security can be magnified by listing some of the services 

which will be available to the holders of universal iden

tification cards. These services include:
(1) Purchase authorization which allows the 

holders to buy on credit and also gives 
the merchant the ability to insure that 
you have a sufficient balance for the 
proposed purchase.

(2) Transfer of funds from the card holder's 
account to another account.

(3) Overdraft banking which makes credit 
available to cover a purchase amount

\ that exceeds the holder's balance.

(k ) Automatic bill payment which allows
an automatic payment of regular bills 
as agreed to by the card holder.

(5) Consumer loans granted immediately 
for the use of the card holder.

(6) Instant cash received from vending 
machines by inserting the identifi
cation card.

Basically, the card must do two things. First, 

it must uniquely identify every user of the system on a 

nationwide scale. Secondly, the system must verify that 

the individual presenting the identification card is the

actual owner.
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The answer to the first need may be the use of 

the Social Security Number. At least, that is the rec

ommendation of the American Bankers Association.

In 1966 , the A.B.A. formulated the Personal 

Identification Project Committee to study the identifica

tion and verification problems that were "confronting the1
banking industry. One sub-committee was appointed to se

lect the most appropriate identification numbering system. 

Another sub-committee, which is still working, was to de

termine a way to verify that the person presenting an I.D. 

card was actually the person he proported to be.

The identification sub-committee discovered that 

many elements could be used, either seperately or in a 

certain grouping, to identify an individual. Possibili

ties included the person's name, address , birth date, 

state of b irth, mother's maiden name, or some other type 

of similiar statistic.

However, most of these bits of information would 

not be unique to a particular person when considering the 

entire population. The committee did find one unique 

identifier that almost all United States residents already 

had— the Social Security Number.

The American Bankers Association recommended the

Social Security Number for the personal identification
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code because of the following reasons:

(1) The Social Security Number already exists

(2) Nearly every member of the adult popu
lation has been issued a number.

(3) No educational program is needed to 
acquaint the public with the number.

(k) The number is permanent and unique for 
each individual.

(5) It is of a minimum length and yet able 
to achieve identification of the entire 
population of the United States.

. (6 ) The utility of the number has already
been recognized— a number of organiza
tions currently include the Social
Security Number in their records cov-5ering tens of millions of persons.

The American Bankers Association is quick to point 

out that the Social Security Number serves only as an 

identifier, not as a verifier of a person's identity. It 

distinguishes one individual from all others. However, 

this number does not verify that someone is the person he 

says he i s , regardless of his knowing or showing a certain 

Social Security Number.

The question then becomes, "How can we assure 
- - — —  — -
"A Personal Identification System For Banking,"

The American Bankers Association Publication, (1 9 6 8 ), 6 .
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ourselves that the individual presenting the I.D. card 

is the proper holder?" This is the question I shall try 

to answer in this paper.
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2. AN ANALYSIS OF THE PROBLEM

Throughout the history of exchange and payment, 

we find fraud, both as a possibility and as an actual 

occurance. Some people thrive on inducing others to part 

with something of value by using any deceitful practice 

available. It is because of this history that the fi

nancial community must arrive at a solution or a series 

of solutions to the problem of verification.

The checkless society is based on credit and 

credit denotes trust and belief in someone's ability to 

eventually desolve a debt. Even the A.B.A. believes that 

banking must assume certain risks to make a profitable 

return. Fundamentally, the banking community has lived 

with risk successfully for centuries. But with our modern 

day multitude of credit practices and the mobility of the 

individual, how can a single bank retain the ability to 

verify individuality at the universal level? The answer 

is only through accepted, well defined verification methods

The type of verification system eventually decided 

on must meet certain basic criteria to insure its success. 

The following requirements are a summary of the thoughts 

of the A.B.A. as well as individuals in the banking field.

9



Any verification practice must have:

(1) Public Acceptance. This is the most 
important requirement of any verifi
cation system. This acceptance must 
be achieved without extended and costly 
promotional efforts.

(2 ) Permanency. People wil*l not accept 
anything which will require them to 
periodically change the method of 
verifying their identity.

(3) Uniqueness. Verification elements 
for any individual must be unique so 
that no two people can have identical 
elements.

(4) Self-Containment. The verification 
technique must not require the user 
to carry another card just for this 
purpose.

(5) Machine Adaptability. Verification 
must be able to be done by a machine. 
Any system should be initiated with 
the idea that eventually, all verifi
cation will be done by machine.

(6) Accuracy. Accuracy attaining 100% 
must be possible.

(7) Economy. The verification technique 
must be sufficiently low in cost to 
achieve wide usage.



11

(8) High Speed. Any system for verification 
must be established on a real-time basis 
with virtually instantaneous reaction.

Interview with Alden Hess, Project Director, The 
American Bankers Association, October 9, 1 9 6 9 .



3. POSSIBLE SOLUTIONS TO THE PROBLEM

There are several ideas and suggestions on the 

technique to be used in verifying the identity of system 

users. The following techniques.have aHi been discussed 

by people interested in the checkless society concept, 

but no definite decision has been made by the A.B.A. or 

any other banking group on which may have the best chance 

of being selected as the verification technique.

. Blood type has been suggested as a possible veri

fication method. Naturally, this technique would not 

i cquj.i c c4 i twuri 6xti uc l ox b xocd , but mer c 1 y a one —

time giving of a small amount of blood which would be 

classified and then recorded on the identifying card or 

as a certain digit in an account file record. This method 

is flexible in that it can be machine recognized via some 

type of coding or personally identified on an off-line 

basis.

Another verification possibility is the use of 

some type of code number(s ). As previously discussed, the 

Social Security Number has been agreed on as the most ideal 

identifier. Without imposing another set of digits com

prised of some unintelligible group of numbers, the sug

12
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gestion has been made to make up a code based on extractions 

from numbers commonly used for other purposes by the indi

vidual such as birth date, home address, or telephone num

ber. This technique can readily be placed on or in the 

identifier media, recalled by the user at random, and be 

easily stored and accessed on the account file record.

Others in the banking field are quick to point out that 

the actual application of this technique tends to be ma

chine oriented since a universal system extracting from 

a common source of numbers offers limited security.

1 Up to now in our technological development, the 

most widely accepted method of establishing a person's 

identity nas been the use of fingerprints. Law enforce

ment agencies sanction this technique as the ultimate in 

personal identity verification. However, at this time in 

our development, no method has been devised to successfully 

transmit fingerprints into an account file record.

Another type of verification technique actually 

utilizes an individual's hand geometry. A device has been 

developed to measure palm width, knuckle size, and finger 

thickness at given lengths. The dimensions would be pre- 

coded in the identifier media which would be used to estab

lish one side of the equation while the measuring device 

would actually be used to measure the hand to establish



Ik

the other side of the equation. If all figures matched, 

verification of the person's identity would be made. In 

this technique, the device is available, the greater per

centage of society has a hand, and it can be measured.

Photographic identification, while not really 

unique, is in wide u s e . The picture has ¡progressed through 

levels of color photography, and card security, on which 

the photo is affixed, has made tremendous strides. The 

value of this technique rests primarily with psychological 

considerations as opposed to truly a security verification. 

The problem is that the presenter of the identifier media 

is usually accepted as "comparing favorably" with the person 

pictured.

Another possibility is the coding of physical fea

tures which are recorded on the identifier card, examined 

by the clerk, compared to the presenter which results in 

a yes or no decision. Generally, the features receiving 

coding are sex, height, body build or weight, hair color, 

skin type or eye coloring. Each feature would be repre

sented by a code. In series, the clerk can readily 

determine whether or not the presenter is actually the one 

represented by the code series.

The most common denominator currently being used 

in the area of transaction verification is the individual's

signature. Equally as common however, the presenter of the
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identification media usually sees the signature prior to 

settling and agreeing to the final payment of the trans

action. Infra-red light has added another dimension to 

the security of this verification technique. Up to now, 

this type of verification has been subject to heavy personal 

intervention and decision making which naturally implies 

a substancial amount of subjectivity, which dilutes its 

accuracy.

The final proposed verifier is among the more 

intriguing techniques being discussed. It is called a 

voiceprint. Like the fingerprint, the voiceprint can 

establish a degree of uniqueness in every individual.

This uniqueness is measured by the spectograph. The 

spectographic analysis is made directly from the standard 

recording tape and can be advanced to a new section of 

tape for the next analysis. The terminal device is a 

regular telephone that the person merely talks into for 

verification. If need be, a comparison of significant 

voice elements can be coded into the account file record 

for later comparison.

This completes a general outline of the eight 

verification techniques proposed today. Each potential 

technique will now be disected and compared with the eight 

verification criteria previously discussed in this paper ;
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namely, public acceptance, permanency, uniqueness, self 

containment, machine adaptability, accuracy, economy, and 

high speed. As a basis for how each potential verifier 

would fit the above criteria, I have included my own opi

nion as well as the condensed thoughts of banking people, 

members of the general public, and the American Bankers 

Association.

The first verification technique to be compared 

will be the use of a blood type.

(1) Public Acceptance.
It is generally believed that since blood 
type is established early in life, another 
recording of it would be readily acceptable 
tn tbp «reneral public. Additionally thi« 
verification requirement could assist the 
community by providing to the individual a 
record of his or her blood type to be used 
needed.

(2) Permanency.
Except under very unusual circumstances, 
an individual's blood type does not 
change and therefore, remains a constant.

(3) Uniqueness.
The blood type classification correctly 
used cannot absolutely determine indi
viduality and has a limited deterrent 
feature.

(4) SeIf-Containment.

as
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(5)

It would be possible to invisably record 
the blood type in the I'.D. card. The 
blood type code may be either machine or 
human recognized and compared with what 
the presenter states his blood type to be.

Machine Adaptability.
Although no machine has'been developed 
to deal with this technique, it is tech
nologically possible to satisfy this 
requirement.

(6) Accuracy.
No degree of accuracy can be determined 
for this technique since it has never 
been used. However, the variables are 
so low that errors in accuracy would have 
to be minimal.

(7) Economy.
In this technique, economy would not be a 
significant factor.

(8) High Speed.
Again, no prodedures have been established 
and tested. It is felt that the criteria 
could be met in a minimum response time.

Another suggested verification technique, the use

of code numbers, is examined in the following comparison.

(1) Public Acceptance.
There is a great deal of talk now about 
the public's feeling against being re
duced to a series of digits. However,
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most experts in the banking field feel 
that our society is very capable and 
relatively agreeable to unique or secret 
code numbers. It is generally believed 
that this acceptability would be en
hanced if the code number required for 
verification was related to something 
else such as birth da tie , and was not 
excessively long.

(2) Permanency.
Depending on the type of coding estab
lished for verification, the numbers 
may or may not be permanent. For example, 
a birth date is constant, but telephone 
numbers, home addresses , and many other 
possible number combinations tend to 
change at some time in a person's life.

(3) Uniqueness.
The basis for the selection of the code 
would determine its degree of uniqueness.
A birth date, for example, is unique to 
an individual, but not to the universe. 
There is some question on whether or not 
this degree of uniqueness would be satis
factory.

(k ) Self-Containment.
A special number or set of numbers could 
be inbedded in the actual identifier or 
be memorized and recalled on demand by 
the individual. The recall , if needed, 
could be enhanced by relating the code
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to some easily remembered date. However, 
there is the danger of carrying other 
identification cards which could reveal 
the coded information.

(5) Machine Adaptability.
Numbers are most conducive to machine 
processing. The devices presently in 
use to pick up the numbers are easy to 
operate and have been generally accepted.

(6) Accuracy.
The identifier, whether human or machine 
oriented, would render whatever degree of 
accuracy was acceptable. The general 
feeling is that potentially, a verification 
system utilizing code numbers would be a 
highly accurate operation.

(7) Economy.
The numbering system is the one now in 
primary use via credit cards, checks, 
etc. Therefore, this requirement could 
easily be satisfied.

(8) High Speed.
Electronics, humans, and numbers, have 
a high degree of compatability and re
sponsiveness. On line processing would 
not provide any problem utilizing the 
code numbering plan.

A third potential verifier, fingerprints, can be 

classified as follows:
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(1) Public Acceptance.
Generally speaking, this technique has 
been widely used by law enforcement 
agencies. As a result of this use, there 
would undoubtedly be a high degree of 
public rejection in utilizing this tech
nique. The idea of the 'criminal' being 
fingerprinted would h^ve a very detracting 
effect.

(2) Permanency.
It is well known that there is probably 
little else that has the permanency fea
ture of fingerprints.

(3) Uniqueness.
According to our own law enforcement 
people, the fingerprint is the only proven 
unique feature or evidence of identifi
cation an individual pocesses.

(4) Self-Containment.
Since the finger is attached to the indi
vidual, about all he has to do is present 
an imprint of the finger to be checked.

(5) Machine Adaptability.
The fingerprint technique is not readily 
adaptable to machine processing at this 
time. Efforts are in the preliminary 
stages to develop this technique by mat
ching the curves of the fingerprint with 
the data stored in the computer file.
The biggest problem thus far encountered 
is how to have a clean and accurate input
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at the point of sale.

(6) Accuracy •
If a method was discovered on how t o
actually transmit fingerprint data , a
high degree of accuracy would prevail.
However, at this time, this technique
would be hyper-sensitive to inaccuracy.

(7) Economy.
Since a definite method of transmitting 
the fingerprint has not been developed, 
the economy of the device eventually 
manufactured is unknown.

(8) High Speed.
Again, no firm comment can be made at 
this time on the speed of completing 
this identification.

The use of a hand print is still another verifi

cation tool previously discussed.

(1) Public Acceptance.
Since this technique is a relatively 
new idea, little expertise has been 
expressed on how the general public 
would accept it. However, it seems 
evident that public acceptance will 
depend to a great extent on how simple 
and easy it will be to operate the ter
minal. Just inserting the hand into a 
measuring device would be hard to sell, 
but there are other means of measuring 
portions of the hand.
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(2) Permanency.
Updating of hand prints does not appear 
to be frequent when dealing with a mature 
hand. There may be times because of ill
ness or accident, where some updating 
might occur. Otherwise, this technique 
again has the advantages of using some 
already existing physical feature.

(3) Uniqueness.
It has been proven by private studies 
that handprints, while relatively unique 
to an individual, do not have the complete 
difference found in the fingerprint. It 
would, however, be rare for a stray I.D. 
card and a random user(unauthorized), to 
render a positive match.

(k ) Self-Containment.
This technique is basically a self-con
tained system. The identification will 
occur simply by comparing the indicators 
in the identification card to the features 
of the hand presented.

(5) Machine Adaptability.
Little has been done to develop devices 
that can interface to a computer. The 
use of a binary substitution may be a 
possible answer here.

(6) Accuracy.
As previously stated, while 100% accuracy 
is questionable, this technique seems to 
offer a satisfactory accuracy level de
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pendent to a large extent on the kind of 
device used.

(7) Economy.
It is difficult to definitely state that 
the device needed for the use of this 
technique will be economical. Companies 
working on this type of device say its

tcost will fall within the $15-30 limit.

(8) High Speed.
No information is available to arrive 
at a firm conclusion in this require
ment .

The old, dependable photograph has been used as 

an identification device for years. But how does this 

technique stand up as a verification tool?

(1) Public Acceptance.
Especially with the advent of color 
photographs, this technique has a broad 
based appeal throughout our entire 
society.

(2) Permanency.
It is felt that a periodic updating of 
the photograph would be a necessity.
As a person grows older and changes in 
other physical ways, the effectiveness 
of the picture would be diluted.

(3) Uniqueness.
A definite problem of thinking the person 
always looks something like the picture 
creates an enormous handicap. A photo is 
usually a suggestion of the individual
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2k

but does not highlight any particular 
uniqueness.

(4) Self-Containment.
This technique requires the use of some 
type of card or plate, one which is tam
per-proof . The u s e r .need not recall 
anything from memory, but just present 
the photo card.

(5) Machine Adaptability.
Generally speaking, the photographic 
technique is used in conjunction with 
human intervention. A process, could be 
developed utilizing digits representing 
a certain portion of the photograph as 
an interface for a computer. It does 
seem however, that photographic verifi
cation does not lend itself to mech
anized processing.

(6) Accuracy.
Since a photograph merely indicates a 
suggested appearance of an individual, 
this technique is not necessarily very 
accurate.

(7) Economy.
With the exception of the camera and 
developing equipment, the price is nill. 
However, the cost and technological prob 
lems associated with transmission and 
computer storage will certainly elevate 
system costs .
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(8) High Speed.
High speed does not appear to be a posi
tive feature of this suggested technique.

The sixth potential technique discussed was veri-

fication through an individual's physical features.

(1) Public Acceptance. - --
The classification and representation 
codings of personal physical features 
should be relatively acceptable to so
ciety. This technique does not require 
any demanding activity on the part of 
the user, but would be an indication on 
some type of identifier media of a person's 
height, weight, a g e , hair, color, etc.

(2) Permanency.
Periodic updating would be a necessity 
if this technique were adopted. The time 
frame of this updating, if too long, would 
tend to increase the risk and reliability 
of this technique.

(3) Uniqueness.
This technique, like most others, does 
not establish absolute uniqueness. It 
does however, reflect those physical fea
tures readily disernable to the human 
eye which tends to deter the fraudulent 
use of the identifier.

(k) Self-Containment.
The letters or numbers representing the
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various coded physical features would be 
on or written within the identifier card. 
These indicators would have to represent 
the characteristics of the presenter at 
the point-of-sale.

(5) Machine Adaptability.
The use of this technique has not yet 
been adapted to machine processing. A 
code could be resident in the computer 
memory file representing certain char
acteristics, and simply by keying in 
information on the presenter at the 
point-of-sale, a yes or no could be 

* given.

(6) Accuracy.
This technique suggests human identifi
cation and so does not rank excessively 
high in accuracy.

(7) Economy.
Under present practice, this technique 
does not require any type of terminal 
device. Even with the use of a computer 
file, very nominal costs could be expected.

(8) High Speed.
At present, this technique is as instan
taneous as the identifier at the point-of- 
sale.

Next to last in our comparison of probable verifiers 

in the checkless society is the use of the signature.
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(1) Public Acceptance.
The public has been readily accepting 
signature verification since the begin
ning of bank drafts. As a man's word was 
his bond, so his signature morally and 
legally bound him to the specified obli
gations .

<
(2) Permanency.

A signature, regardless of the conditions 
surrounding its affixation, generally 
resembles itself satisfactorily when com
pared to a static file card. This con
sistency allows detection of forgery 
eventually, but perhaps not quickly enough 
when used by a skilled imposter.

(3) Uniqueness.
The signature of an individual is fre
quently a very unique feature of a person. 
Handwriting specialists go so far as to 
reflect personality characteristics in a 
person's signature.

(4) Self-Containment.
A combination of an identifier media and 
the individual user's signature provide 
the basis for verification. Naturally, 
the emphasis in this technique is on the 
user's ability to liken his signature to 
that inscribed on the identifier media.

(5) Machine Adaptability.
Even though technology can make it possible
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to correlate signatures electronically, 
this technique would use predominantly 
a visual, human verification.

(6) Accuracy.
The reliance upon human verification of 
signature comparability results in much 
less accuracy.

(7) Economy.
Electronic verifiers for signatures are 
much to costly under todays concepts.
The human intervention is obviously very 
inexpensive in comparison.

(8) High Speed.
If this technique relies on the human eye 
to inspect the signature, immediate response 
will be available.

Finally, an analysis of the voiceprint as a veri

fier will be discussed.

(1) Public Acceptance.
Although new conceptually, the voiceprint 
will be readily adopted by the public.
It contains an innate novelty and carries 
the pretense of the up-to-date society.
This technique is its own promoter.

Permanency.
Barring severe abnormality or illness, 
the voiceprint of a mature individual

(2)
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will remain constant and identifiable 
throughout his life.

(3) Uniqueness.
This area is still questionable. It can 
be said that the chance of two individuals 
having precisely the same voices and using 
that sound in exactly ¡the same manner is 
highly remote.

(4) Self-Containment.
What else can be said other than this veri
fier uses the person's voice.

(5) Machine Adaptability.
This technique is totally machine depen
dent . The establishment of the data base
CXnd s rspstit 2.Y6 is C p 1 XT"
dependent on highly sophisticated equip
ment .

(6) Accuracy.
Voiceprint identification and subsequent 
verification is based on the combination 
of physical characteristics unique to each 
individual's vocal cavaties and the manner 
of manipulating the articutors. It is 
subject to a high degree of accuracy.

(7) Economy.
The device used will be a standard tele
phone instrument. However, very expensive 
software configurations would be necessary 
at the computer location.
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(8 ) High Speed.
As in the case with most of the potential 
verifiers, speed does not seem to be a 
serious problem.

This marks the completion of the analysis of the 

various verification techniques. In summary, each suggested 

technique has its own set of pros and cons. Even though all 

these possible solutions to the verification process are 

easily discussed and critiqued, the agreement as to which 

technique is best will not be easy to decide upon. The 

basic reason for this indecision is economics. So, before 

a conclusion of this subject can be written, the story of 

the economics of verification must be discussed from the 

banker's point of view.
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k . THE ECONOMICS OF VERIFICATION

The subject of economics of verification has been 

very evident in talks with the personnel at the American 

Bankers Association as well as individual1 bankers in this 

geographic locality. It is seldom that a banker wouldn't 

discuss this subject, but when he did, it was done strictly 

off the record because of the potential political aspect of 

this economic question.

1 The use of verification techniques must provide a 

degree of security and safety for funds deposited in the 

banking system. Personal financing via the credit card 

was a big step toward providing people other than bank 

officials with credit extension authority. Naturally, as 

credit extension became an accepted way of life, people 

used it more, and dollars owed on credit rose tremendously. 

Generally accepted banking estimates put the overall per

centage of losses at 1.5% of sales volume. There are three 

basic reasons for this loss: inability to pay the debt or

refusal to pay; inability to locate the customer; and acts 

of fraud. Formal, but well protected banking studies show 

that only about 2 0% of credit losses are a result of fraud 

and it is to this 2 0% that the verification techniques would
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be effective. Bankers agree that fraud is a growing problem 

in our society, but compared to other reasons for credit 

loss, it is not as big a problem as generally believed. What 

bankers are saying is, why should we develop verification 

techniques costing a great deal of money in research and 

public education programs which will help, but not completely
t

eliminate, only 20% of the total problem. They are now 

saying, let's develop better credit extension control based 

on a person's ability to pay his debts . It's better economics 

to expend resources to eliminate 8 0% of the problem than to 
spend all our time on a much smaller problem in the big 

picture.

Another less obvious economic consideration is that 

fraudulent use of a credit card must evolve quickly into a 

gain. The average transaction of bank credit cards is less 

than $ 5 0 .0 0 , and does not exceed 3 or k transactions per 

month. Therefore, the payout to the fraudulent user would 

have to exceed these parameters to be profitable , and this, 

in itself, would draw attention to his actions.

In summary, the key to determining at what point the 

economics will prove to be in favor of verification devices 

and techniques will be when the system and cost of devices 

for verification contribute significantly to the earnings 

of the merchant. This fundamental is also applicable for
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5. CONCLUSIONS

Verification techniques of the less sophisticated 

variety are available today such as the signature and 

photographic types. The more sophisticated techniques 

are in various stages of development and technological 

advances are destined to stay ahead of the demands. When 

needed, the higher level techniques will be available. 

Specifically, the voiceprint seems to have the largest 

backing in local banking circles. As one of our local 

banking executives said, "Some type of numbering system 

would be cheaper, but it wouldn't provide a sec-ure veri

fier. Numbers, even secret numbers, are easy to obtain. 

The future verification systems will most likely use the 

voiceprint which is now almost entirely perfected."

As of now, the banking community is not ready for 

immediate implementation of verification systems. An 

official at the American Bankers Association in New York 

stated, "Verification is the weakest of the four points 

needed to implement a less-check society. The problem 

is, nobody really gives a darn. When bankers feel they 

are losing money on credit fraud, they will move."

Another A.B.A. official had this to say, "Banks 

are making enough money that they don't care about the 

small amount of money they are losing."
34
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In our local area, a banker said, "The small 

town banks don't even talk about the need for verifi

cation. They know 95% of their customers by face."

When will verification become a need? When the 

responsibility for credit losses is shifted from the 

bank to the merchant, and the merchant pushes the banks 

into action. And it appears this need will not come 

until the credit card programs are considered as a total 

success and an accepted way of life.

Most bankers seem to feel that verification of 

a significant variety will not occur for at least five 

years. Only money losses will tell!
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