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Background

The Food and Nutrition Service (FNS) has, over
the past decade, sponsored a number of
demonstrations that have firmly established the
technical feasibility of delivering food stamp
benefits electronically using both on-line and
off-line technologies. In on-line electronic
benefits (EBT) systems, clients use magnetic
stripe cards at authorized retailers to access their
food stamp accounts at a central computer. In
contrast, off-line systems maintain the primary
account on an integrated circuit (IC) or smart
card. For on-line systems, point-of-sale (POS)
terminals are used to establish a
telecommunications link with the central
computer and transmit account transactions. For
off-line systems, each transaction is authorized
and the card balance adjusted without
communicating with a central computer.

Although the current efforts of FNS and the
Federal EBT Task Force envision rapid
deployment of on-line EBT systems, the
potential for future expansion of smart card
usage in government and private sectors
warrants continued consideration of both
technologies. This report considers technical and
practical feasibility of hybrid EBT systems
which combine elements of both on-line and off-
line technologies. Information was collected
through in-depth interviews with industry
experts and comprehensive review of
commercial data sources and prior EBT
evaluation reports.

Practical Considerations

The report finds that most terminals deployed in
the U.S. support only one card type with the
large majority supporting only magnetic stripe
cards. However, dual capacity terminals are
under development in U.S. and existing
terminals can be retrofitted to read smart cards.

POTENTIAL IMPACTS OF HYBRID EBT SYSTEMS ON THE

FoOoD STAMP PROGRAM

Retrofitting is more cost effective for ATMs
than for POS terminals. No processors support
parallel on-line and off-line processing, although
two possible configurations are identified that
allow third party, on-line processors to accept
off-line transactions. Despite the lack of existing
infrastructure,  industry  experts indicated
optimism for rapid growth of smartcard
applications in the time frame of 1997-2000
driven by prepaid debit card, security, and
government applications such as EBT or health
cards.

Costs and Feasibility

The discussion of feasibility of hybrid systems is
organized around four hypothetical hybrid
systems. Although drawbacks were identified
for all cases, experts agreed that the more
sensible scenarios were: 1) a system that allows
access to one or more programs via on-line
technologies and the others via off-line within
the same geographic area and 2) an on-line
processing system with off-line security
features. In all four cases, hybrid system costs
were estimated costs to exceed those of a single,
non-hybrid on-line or off-line system. System
design and development costs ranged from $1.6
to $2.8 million and operating costs from $4.03 to
$5.56 per casemonth.
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The U.S. Department of Agriculture (USDA) prohibits discrimination in all of its programs and activities on the
basis of race, color, national origin, age, disability, and where applicable, sex, marital status, familial status,
parental status, religion, sexual orientation, political beliefs, genetic information, reprisal, or because all or part
of an individual's income is derived from any public assistance program. (Not all prohibited bases apply to all
programs.)

Persons with disabilities who require alternative means for communication of program information (Braille,
large print, audiotape, etc.) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD).
To file a complaint of discrimination, write: USDA, Director, Office of Adjudication, 1400 Independence
Avenue, SW, Washington, DC 20250-9410; or call (866) 632-9992 (Toll-free Customer Service), (800) 877-
8339 (Local or Federal relay), or (866) 377-8642 (Relay voice users) or (800) 845-6136 (Spanish Federal-
relay). USDA is an equal opportunity provider and employer.




