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Reaching the unbanked

Retailers do better job than traditional institutions

Twenty-two million households
in the United States do not have
a checking or savings account,
according to a May 2005 research
report by the Chicago-based
Center for Financial Services In-
novation. And bringing financial
services to those households is
quickly becoming big business.

The unbanked are a good mar-

Hispanic.

What’s Important

e The majority of the unbanked are black and

e Unbanked segments prefer retail locations
that offer services like bill payment and
check cashing over banks.

“We're in the process of
launching several projects in
urban areas,” said Vijay Chattha,
spokesperson for advanced-
function financial management
firm Swipe USA. “Overall, we
are coming at it from a retail
standpoint. Basically, our goal is
to bring dignity to some of those
customers who are underserved

ket to reach, said Will Sowell,
general manager of CashWorks,
an automated check-cashing and bill payment solutions
provider. “The underserved population ... spends an esti-
mated $10 billion annually on transactions such as check
cashing, money orders, money transfers, prepaid cards
and bill payments.”

In general, the unbanked are people who have been
ignored by financial institutions, so they’'ve had to seek
services like check cashing from other outlets.

Potential for revenue

According to CFSI's report, the majority of the un-
banked and underbanked are more likely to go to retailers
for financial services. As a result, banks and credit unions
have their work cut out to get them in their lobbies.

Salisbury, Md.-based ESP Consulting Group found that
only 52 percent of the U.S’s ATMs are owned by financial
institutions. The rest are owned and operated by inde-
pendent sales organizations or retailers. The CFSI report
noted, “A fifth of ATM transaction volume growth, which
represents 1.19 billion transactions and $2.4 billion in
revenues, has been picked up by non-bank firms. This
substantial growth in non-branch ATMs signaled a major
turn in retailers’ involvement in the provision of financial
services.”

In other parts of the world, FIs have spearheaded the
effort to reach unbanked and underbanked populations.
But in the US., alternative service providers such as
check-cashing companies and retailers stepped up to the
plate before FIs.

There is a great deal of excitement about automated fi-
nancial services at the retail level in the U.S., according to
Dave Grano, president and CEO of Oregon-based VERO, a
financial technology company that is developing check-
cashing methods to help FIs and retailers reach unbanked
customers through ATMs. That excitement is why many
companies are joining the force.

or unserved right now.”

Kiosk developers Info Touch
Technologies and Kiosk Information Systems have part-
nered to develop solutions to reach the unbanked. It’s a
niche the two companies fell into, said Info Touch chair-
man and CEO Hamed Shahbazi.

“Phoenix was our original market, and it’s a heavily
Hispanic market,” Shahbazi said. The 2000 U.S. Census
shows that of the unbanked, 46 percent are black and 34
percent are Hispanic. Some experts believe even those
estimations are far too low.

“Just by matching some of the services up with a
demo, we were able to see what services were going to
take off. ... We were the first in the market to work with
this segment of the population, and that’s where we're
focused.” ®

For related articles, please visit
http://c-store.kioskmarketplace.com/retailbank

expect more from
your ATM provider

WRG has been exceeding our customers
expectations for ten years. Contact us to
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Cashless society may be at our fingertips

Biometric payment offers real benefits to retailers

Like snowflakes, no two fingerprints are alike. Every
schoolchild knows this, and yet that simple fact could
have some enormous practical applications in the IT era.

Take the ongoing debate over national I.D. cards, for
instance. If a suitable technology infrastructure were in
place, it would be a moot discussion since everyone is al-
ready carrying around a unique identifier — and, unlike
a card, we can’t leave
home without it.

Of course, per-
sonal identification
comes with benefits
for less weighty fields
as well. A number of
companies are jock-
eying to deliver the
fingerprint killer-app
for retail, which is a
world where every
second counts and
a decreased transac-
tion time usually re-
sults in an increased
bottom line.

=,

. Touch ’n go
After the age-tlme f_,'nro’{lment, One company work-
customer “tender time” can bhe 1o to perfect the bi
reduced to as little as five Ing to pertect the bio-
seconds. metric payment model

is Herndon, Va.-based
BioPay. The company’s payment system involves a one-
time enrollment process for new consumers in which
both index fingers are scanned while the cashier takes in-
formation from the customer’s driver’s license and fund-
ing source.

The enrollment time takes only about a minute — which
is a pretty fast transaction — but according to vice presi-
dent of marketing Donita Prakash, the real speed comes
when the customer makes a purchase.

“We have clocked the ‘tender time’ at five seconds at
the Lowes grocery store in Hickory, N.C.,” she said. “This
compares to industry averages of 30 seconds for a signa-
ture card.”

The chain of 108 Lowes stores is one of BioPay's biggest
successes, but not its only one. Prakash said 150 retail lo-
cations are either online with the system or working on
installation, and she projects 400 more locations will
be installed by the end of 2005.

4 | C-Store Self-Service Executive Summary

Biometric company Pay By Touch also realizes speed
gains for users. In South Carolina and Georgia, Pay By
Touch is installed throughout the Piggly Wiggly grocery
chain. The San Francisco-based company also recently in-
tegrated its system with store technology provider Radiant
Systems’ petroleum and c-store retail application, among
others.

Company spokesperson Shannon Riordan said Pay By
Touch enrollment takes about two minutes. Once en-
rolled, transaction times average 15 seconds.

While the speed of the transaction is a big draw — par-
ticularly for those retail situations where long lines spell
lost sales — decreased per-transaction fees are likely the
bigger selling point. Since the sale is treated as an auto-
mated clearinghouse debit, fees are about 75 percent lower
than comparable credit or signature-debit transactions.

Will consumers be skeptical about giving their fin-
gerprint to a commercial database? According to both
Riordan and Prakash, this is not proving to be an issue
since they are not actually collecting fingerprints. Instead,
the software generates a number of data points at the
moment of the enrollment scan, stores that numerical
information and discards the fingerprint itself.

Prakash added that at no point in the BioPay enrollment
does the customer give out his or her Social Security
number. “Today’s typical identity thief has to get your
SSN in order to steal your identity,” she said. “What can
they do with 40 data points that equate to your finger-
print? The answer is nothing.”

Tipping the scales

The technology is undeniably impressive, but what will
it take for consumers to adopt it in statistically meaning-
; ful numbers?

“This suffers
from the classic
chicken-and-egg
problem that a
lot of new tech-
nologies face,”
said Nikki Baird,

Biometric
payment begins
with a customer’s
enrollment, a
process that
takes one to two
minutes.

COVER STORY



Biometric payment cannot be lost, stolen or left behind.
It doesn’t suffer from shrinkage and isn’t subject to
transaction fees.

analyst with Forrester Research. “The benefit to the con-
sumer is that you don’t have to carry any method of pay-
ment with you — you could be completely cashless,
cardless, checkless,” she said.

“The problem with that is you only can be truly cash-
less when everyone accepts the biometric payment format
— which means, until that happens, you're still going to
have to carry around various forms of payment.”

Baird said that biometric payment does have strong
benefits for the retailer. Cashless transactions are always
beneficial for loss-prevention reasons, and when you
combine that with lower processing fees, the application
looks pretty attractive.

She also said that through anecdotal, ear-to-the-ground
research, she perceives that biometric-based authentica-
tions seem more secure to consumers than magnetic-
stripe transactions.

But retail has a long way to go and a lot of work to do
before this killer app can begin to bare its teeth.

“The emerging biometrics industry needs to work
with retailers to find a way to prime the pump,” she
said, “to get the level of deployment past some tipping
point where there are enough of these payment devices
in enough places that consumers can get away with being
cashless and cardless. Then consumers will start to see the
benefit, and will start pushing retailers to have it.” W

For related articles, please visit
http://c-store.kioskmarketplace.com/biometric

QUALIFY NOW FOR FREE
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(") In-depth articles on real-world applications

"y Major self-service news and events

"y Profiles and interviews with industry leaders

() Insights from the best minds in self-service

") Photos of self-service devices in action

I_||_'l_'_'_,_,_,—

- Register Online at www.kiomag.com/subscribe

FALL 200515




The check stops here

Self-service technology makes check-cashing more convenient

Most c-stores cash checks, but
providing that service at the counter
can be a double-edged sword. While
check-cashing offers an additional
revenue stream, it also pulls clerks
away from assisting other customers
and increases the amount of time
customers have to wait in line.

Offering check-cashing services is
still worth the headache, though, ac-
cording to Joe Harris, general man-
ager of Hamburg, N.Y.-based ANS Marketing LLC, which
provides ATM systems, service and transaction processing
to c-stores and other retailers.

Harris said that during tax-return season, c-stores can
cash several million dollars in checks over the course of
one month. Cashing those checks is a great source of rev-
enue, he added, since the average return is $300 and the
c-store charges a percentage or flat fee to cash each check.

The day-to-day business of cashing checks is profitable
also. According to The Center for Financial Services Innova-
tion, a Chicago-based organization that researches financial
service offerings for underbanked consumers, 28 percent
of those who receive Social Security and disability benefits
in Chicago, Miami, Los Angeles, New York, Baton Rouge,
La., and Greenville and Spartanburg, S.C., cash their benefit

A varety of ATM Services
s Cash Withdrase
= blonay Transiers
« Attractive Loase Financing/ATR
Placemant Programs

checks at grocery stores.

CFSI notes in its report “Retail-
ers as Financial Services Providers:
The Potential and Pitfalls of This
Burgeoning Channel,” which was
released in May: “Check cashing is
an important service for many un-
and underbanked consumers, and
retailers have long played a role
in providing this service. Retailers
see a market that is willing to pay
fees to cash checks, is drawn to convenience and may not
feel comfortable with banks or chooses not to form a
banking relationship.”

Handle with care

C-store operators have tried to automate check-cashing
services, with mixed results. Early in the automation rev-
olution, many experimented with check-cashing at the
ATM — a solution that had some faults.

“If you put check-cashing services onto the ATM, then
you haven’t solved the problem of people waiting in
line,” Harris said. “If people have to wait in line to use
the ATM, they aren’t likely to come back to your store.
They’ll go somewhere else because using your ATM isn’t
convenient. And the last thing you want to do is have
somebody become upset because they went into your
store for convenience and couldn’t get it.”

Tammie Kuhn, formerly of Western Reserve Group Inc.,
an ATM manufacturer in Willoughby, Ohio, said addition-
al services at the ATM aren't usually profitable for retail
operators. “Bill-payment and check cashing at the ATM,
in my opinion, are bad,” she said. “The lines are too long.
It’s better to have a kiosk and an ATM side-by-side.”

Harris agreed. In fact, his company and Louisville, Colo.-
based Kiosk Information Systems Inc. expect to release
several customer-customized, check-cashing kiosks in
September. They are designed to stand alone or beside an
ATM.

“There are a number of motivations for c-store own-
ers to have check-cashing kiosks that offer self-service,”
Harris said. “First and foremost, using the kiosk takes the
responsibility away from the clerk and keeps the clerk

from being tied up.” ®

For related articles, please visit
http://e-store.kioskmarketplace.com/cashing
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Speeding up the (food) line

Automate food service, increase profits

C-store operators are always look-
ing to add new products and ser-
vices to beef up their bottom lines.
Another worthwhile approach is
taking an existing service and re-
fining the workflow to get every bit
of profit out of something you're
already doing well.

Many storeowners find their deli
to be a profitable venture, but a bit
of a headache in terms of time spent
and personnel needed. That second
issue is particularly tricky, given
how hard it is to find good help.

“In the fast food industry, and in
c-store, supermarket and big-box
retail, all of those companies are
looking for help on a regular basis,” said Ronald Bowers,
senior vice president of business development for Frank
Mayer & Associates. “Some of them have turnover as much
as 1,000 percent.”

Automating as much of the process as possible is one
solution. Many c-stores have successfully implemented
touchscreen kiosks for their delis which allow customers
to design their lunch with just a few touches. The order is
automatically sent to the prep line, eliminating the need
for one smiling face behind the counter.

Kiosks in c-store delis have an added benefit apart from
the reduction in employee costs: Wait times tend to be
shorter, which makes customers happier.

“A long line means that customers have to wait and
become upset or they simply leave,” said Peter Kaszycki,
president of Suwanee, Ga.-based Pro-Tech. “Also, when
the line is long, the order-taker does not take the time
to upsell. Many owners make a significant margin on the
upsell — that’s why they push it so much with advertis-
ing and promotions. However, when they have the most
customers in the store they have the least amount of time
to do the upsell.”

“The response has been very positive,” said a spokes-
person for the Subway restaurant chain, which is begin-
ning to implement kiosks from Pro-Tech in its stores.
“The customers used it once and then used it again when
they came back in, with no assistance. One customer in
particular used the kiosk the first day and then went back
to his office and told everyone about this new ordering

Automation can reduce the personnel needed
and increase the bottom line at c-stores, just
like in fast food stores.

option. The next day, he was back
with a bunch of his co-work-
ers and he was actually showing
them how to use the kiosk, proud
that he discovered this new tech-
nology.”

Kaszyckisaid businesspeopleare
not necessarily looking for fancy
technology, they simply want to
reduce their costs. He added that
a kiosk can increase customer sat-
isfaction, reduce labor issues and
increase the bottom line — and
on Pro-Tech models, the kiosk
can pay for itself within four to
six months.

“It is an employee that never
calls in sick, never has a ‘bad-hair’ day, and always — and
I mean always — offers the upsell through both software
and voice-over prompts,” Kaszycki said. He added that
tests with his company’s kiosks have shown upsells of 15
percent to 20 percent, “which is huge, since these are
high-margin items.” ®

For related articles, please visit
http://c-store.kioskmarketplace.com/wait
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Finding a connection

Share phone lines by synching dial tones

Most c-store operators
are concerned with one
thing — making money.
But balancing profitabil-
ity with customer conve-
nience can be tricky.

After all, the last thing
operators can afford to sac-
rifice is customer satisfac-
tion. It's all about weigh-
ing the practicality and
relevance of everything be-
fore it’s placed in the store,
and the ATM is no excep-
tion.

The ATM question

Dan Doyle, who owns and operates Danny’s Groceries in
Baltimore, Md., said he never considered placing an ATM
in his store. For Doyle, whose medium-sized c-store gen-
erates between five and six figures annually, the thought
of buying an ATM, hooking it up and keeping it full of
cash wasn't practical. “I never really thought about an
ATM,” he said. “T just didn’t know anything about them
... and connectivity was a big issue.”

Stephen Duffie, business manager of Florida-based ATM
placement company Fidelity ATM, said connectivity is a
common concern. “Many c-store operators worry about
how they're going to hook their ATMs up,” he said.

“Because most of them want to make money on the
machines, they don’t want to invest a lot in getting them
up and running,” he added. “In our situation, we take care
of the (ATM) placement and connectivity and we don'’t
want them to have to pay for an additional phone line,”
which could set an operator back $150 to $200 for instal-
lation and an additional monthly expense of $50 to $60.

Duffie’s solution: Have the ATM share a line.

“In 90 percent of our cases, our ATMs are sharing a line
with the fax machine,” Duffie said. “Obviously, the best
way to go is to have a dedicated line for the ATM, but for
a small to mid-sized c-store, it’s not necessary.”

The non-competing ATM

The fax line, Duffie said, is an obvious sharing option.
“There are some misconceptions about sharing a line. But
most of the time, the ATM and fax never compete — you
just push the ring-count (on the ATM) to seven or eight
rings so the fax can pick up on the first three or four.
And since the ATM always calls an 800 number, you

don’t have any long-dis-
tance charges.”

Kevin Soul, business de-
velopment and market-
ing manager for Burnaby,
British Columbia-based
Inetco Systems, a connec-
tivity solutions company,
agreed. “The dial is usu-
ally by far the cheapest
(way to connect) at the
single level. You can have
the ATM share the line
with a fax or POS, and
that’s the best option for
a small c-store.”

“Let me put it this way,”
he added. “Even for a bank to consider a dedicated line,
they have to have about 500 transactions a day. In a good
c-store location, you're only going to have about 100.”

For the ATM in Doyle’s store, which pulls approximately
400 transactions a month, a dedicated line wouldn’t make
sense. For Dawson Street Mini-Mart, a 1,600—square—foot
c-store in Grand Rapids, Mich., the situation is similar.
Owner Michael Dawson said he would never consider
paying for another phone line in his operation, which
brings in revenue of about $750,000 a year.

Hosting the ATM, “I bring in a couple hundred extra
(dollars) a month on 25 cents per transaction,” Dawson
said. “But I don’t think it'd be worth it if T had to pay a
lot for it.”

With two lines, Dawson operates four services. Two
lines — one for the fax/ATM and one for credit-card pro-
cessing and the phone — are all his operation needs.

“T also have my computer hooked up to the regular
(business) phone line so that I can occasionally jump on
the Internet,” he said.

“Bottom line, the ATM has only been a benefit for me. I
didn’t want anything to come out of pocket, and I guess
that’s why I never really thought about putting a machine
in before now.”

Soul said setups like Dawson’s are the norm in c-stores.
“Most c-store placements are dial machines, because they
make the most sense for a c-store, where line-sharing is
not an issue.” W

For related articles, please visit
http.//c-store.kioskmarketplace.com/lineshare
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ATM on top

Share a line, but give cash machines priority

Any c-store owner knows that customers with cash in
their pockets is one key to success. One way to make sure
they have that cash is to provide customers access to an ATM.

An ATM is a simple thing. Managing it, though, has op-
erational issues such as ensuring a free phone line for
transactions. Many c¢-
store operators do not
want to pay for dedi-
cated phone lines for an
ATM, fax, payphone or
other device. For sever-
al years, the answer has
been to install a switch
that allows multiple de-
vices to share a single
phone line.

Sharing a single line among several devices can mean
that someone will not have access to a device when he or
she wants it. And an unavailable ATM could translate into
lost sales.

Ricardo Jorge, director of customer retention and new
market development at Don Mills, Ontario-based Line
Share Devices Inc., said Line Share has developed a switch
that gives the ATM priority status, enabling it to “steal”
the line from other devices.

Why the ATM?

Giving priority to the ATM is important for most c-
stores, Jorge said, because “the ATM represents a potential
sale for the store. Our IT guy was telling us that 10 to 20
percent of the money withdrawn at a retail ATM is spent
at that store, and that conversation sparked the idea for
the ATM priority switch.”

Jim Dressen, a project engineer with Omaha, Neb.-
based Mid-American Payphones, which deploys ATMs
and payphones at c-stores in Nebraska and Iowa, said
ATM traffic is by far its greatest concern.

“The ATM for us is definitely No. 1,” he said. “That’s
our profit-generating service. With cell phones, the pay-
phone is less and less profitable, but with line-sharing
— since we don't have to pay for a dedicated line to the
payphone — even if it only generates $15 a month, a
payphone is still worth it.”

Dressen said a switching device that gives priority to
an ATM can improve a c-store’s bottom line. “There are a
lot of c-stores that do not take checks or credit cards,” he
said. ATMs in cash-only stores are “a win-win-win situa-
tion because the c-store owner does not have to pay the
credit card company’s surcharges, they get revenue from

With the decline of payphone usage
and the infrequency of fax or
other phone use at c-stores, the priority
switch makes sense.

the ATM, and their customers will likely spend some more
money because they have more cash in their pocket.”

Beyond customer and employee use, c-store phone lines
also are used by vendors who call in to get automated reports
on sales activities. However, Patrick Solti of Warren, Ohio-
based payphone deploy-
er TU LLC said vendors
should have no problems
with line-sharing de-
vices.

“In the vending world,
sharing lines doesn’t have
an effect because vendors
dial in when the store is
closed,” he said, “so other
devices aren’t using the phone line at that time anyway.”

Jorge said with the decline of payphone usage and the
infrequency of fax or other phone use at c-stores, the pri-
ority switch makes sense.

“The chance of someone using the payphone at the same
time as someone using the ATM is pretty low,” he said.

“And if the cashier is using the phone behind the
counter for a personal call, then it is OK for them to get
cut off.” m

For related articles, please visit
http://c-store.kioskmarketplace.com/switch
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Financial kiosk one of many solutions on display

San Francisco show lays out dozens of options

As businesses adopt many kinds of self-service applica-
tions at an ever faster rate, it just didn’t seem right to Greg
Swistak that The Kiosk Show — his baby since NetWorld
Alliance purchased the event last year — wasn’t changing
with the times. Swistak, a NetWorld senior vice president,
talked to his team and updated the name: The Self-Service
& Kiosk Show.

“The kiosk market is diversifying,” Swistak said. “It’s
becoming increasingly difficult to look at machines such
as self-service checkouts, smart carts, shopping assistants,
automated shipping machines and digital signage and
call them kiosks.”

The show is Oct. 17-18 in San Francisco at the South
San Francisco Conference Center. (NetWorld Alliance also
publishes this executive summary.) The two-day event not
only highlights self-service technology but also features
real-world kiosk demonstrations. In addition, speakers
from companies such as Cisco, Dell and NCR will discuss
end-market applications for the technology.

Exhibitor space has been filled since early August.

“I think the fact that we have a full exhibit floor is
evidence that self-service is one of the hottest trends in
business today,” Swistak said. “The market demand for
self-service technology touches virtually every industry,
including retail, hospitality, financial services and beyond,
and these exhibitors are ready to meet that demand.”

One of the more than 40 exhibitors is Info Touch
Technologies, which is bringing its TIO bill pay kiosk.
TIO — Spanish for “uncle” — is the largest national
multiretailer network of financial services kiosks for
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Solutions like the TIO financial services kiosk will be exhib-
ited at the upcoming Self-Service & Kiosk Show.

unbanked consumers in North America.

Services offered by the network include bill payment,
PIN dispensing for long-distance and wireless calling, and
money orders and transfers. Installation of the machine
allows c-store operators to move traffic away from counters,
enable staff to focus on delivering higher levels of customer
service, and reduce cash shrinkage.

About 500 TIO machines have been installed in businesses
such as ExxonMobil stations, Speedway SuperAmerica,
Kum & Go and NOCO Express.

“Speedway SuperAmerica and Info Touch are focused
on delivering a host of tangible benefits to cash-preferred
customers,” said Hamed Shahbazi, chairman and chief
executive officer of InfoTouch. “Our research supports the
notion that the cash-preferred customers are a growing,
vital and underserved demographic all over the U.S.”

Also among TIO network customers is Maverik Country
Stores Inc. Maverik deployed the terminals at 35 select c-
stores in Salt Lake City, Utah, and Boise, Idaho. Customers
can pay their wireless, utility and cable bills and purchase
prepaid products and services with cash. The companies
plan to unveil additional products and services such as
money order, money transfer, prepaid credit and debit
cards, check cashing and mobile content. The services will
continue to be geared towards the growing underbanked
marketplace.

“We are pleased to have InfoTouch place theirTIO branded
next-generation self-service terminals in our stores,” said
Brad Call, vice president of marketing for Maverik. “TIO
is sure to be a hit with our patrons as it helps us deliver
on a growing services category.” M

For related articles, please visit
http://c-store.kioskmarketplace.com/TI0
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What can Self-service technology
do for your retail business?
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o are revealed in this special report.

We'll send it to you just for registering
for the SelfServiceWorld Update -
a twice weekly e-newsletter that will
keep you on top of the latest news
and trends in the emerging self-service
industry. Registration is free.
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The world's first news and information media outlet dedicated to the retail self-service industry.

Visit and register today. ——
www.SelfServiceWorld.com/update
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