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Paycard/Prepaid Debit Card Background

•Closed loop cards can be traced back to the early 1970s

•Universities began using closed loop payment systems on their 

campuses

•Paycards in their modern form were first pioneered in the 1990s as a 

solution to increase direct deposit rates

•Migration to Electronic payments in the late 1990s and throughout the 

2000s has led to an increased focus on increasing direct deposit rates 

and operating a paperless payroll

•Today paycards are viewed as an employer and employee benefit and 

over 17 Million prepaid debit cards are currently in circulation



Payment Trends ïNon-cash Payments
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Payment Trends ïElectronic Payments

•Growth of electronic payment continues

• 63% of all consumer payments were done electronically in 2008 

• Consumer check payments have declined from 18% to 8% since 
1999 

• Cash payments have declined from 39% to 29%

•Prepaid cards have played a significant role in this shift

• Wages

• Incentive/Rebates

• Benefit Payments

• Gift Cards



Payment Trends ïPrepaid Market 
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Payment Trends ïCorporate Drivers

Top Factors Driving Focus Top Benefits 

Reduce Overall Payment Costs 

(staff, processing)
82% Cost Savings 63%

Remove Paper from 

A/P Department
42% Remove Paper 54%

Reduce Risk of 

Payment Fraud
40%

Accelerate Transaction 

Processing
52%

Better Cash Management 32% Fraud Control 33%

Access to Benefits of 

New Technology
20%

Better Working Capital 

Management
24%

Source:  Aberdeen Group, June 2008



Direct Deposit Key Benefits ïCost 

Savings
•Businesses can save $2.87 to $3.15 per transaction by using Direct Deposit 

instead of checks1

•Increased productivity

–An average of 8.5 –24 hours of productivity is lost per employee per year 
cashing / depositing paychecks2

–Estimated $3-$5 billion loss in productivity annually2

Example Annual Cost Savings Using Direct Deposit Instead of Paper 

Checks

Cost Savings per Check $3.00

Paid Employees 1,000

Annual Paper Check Cost Savings: Bi-Weekly

$3.00 cost savings x 1,000 employees x 26 checks
$78,000

1National Automated Clearing House Association 2008
2NACHA - The Electronic Payments Association



Direct Deposit Key Benefits ïFraud 

Prevention

• Less potential for counterfeit or stolen 

checks, altered amounts, and forged 

signatures

• 1.2 million fraudulent checks enter the 

banking system daily

• Electronic payments reduces 

exposure to identity theft

Sources:  National Automated Clearing House Association 2008; 

June 2003 NACHA / Tinucci Study



Direct Deposit Key Benefits ïGoing Green

•Each year, the movement of checks through the payment cycle uses 

more than 674 million gallons of fuel and adds 3.6 million tons of carbon 

dioxide to the environment

•Direct Deposit helps reduce the carbon footprint associated with paper 

payroll

ω Deforestation
ω Paper production
ω Printing

Paper check and wage statement  
production

ωRaw paper distribution
ω Distribution to hiring locations / employees collecting pay when not scheduled 

to work
ωWaste pickup and processing

Distribution and transportation

ω Transportation
ω Processing of checks via banks and Federal Reserve
ωWaste pickup and processing

Check clearing process

ω Paper check / wage statements thrown away in landfills
ω Electricity requirements
ω Gasoline 

Waste

Sources:  PayitGreen Alliance and NACHA 2008



Maximizing Electronic Payroll

Direct 
Deposit

ωBank Account

ωPaycard

Electronic 
Wage 

Statements

Electronic 
W2s

Paper
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Conversion



Imagine Life . . .

. . . Without your Credit or Debit Card



The Underserved Segment
•Consists of almost 80 million U.S. consumers

•Almost $1 trillion in payments received annually from employers, 

government entities, etc.

Source:  Visa analysis based on data from the Federal Reserve Bank; U.S. Census Transunion, SEC filings and the Urban institute

U.S. Consumers
(Population in Millions)

27.1

44.8
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The Underserved Segment

Professional Adult. 

Well compensated. 

Had prior credit 

issues but wants to 

function in the main 

stream. 

Young Employee. 

Has after school and 

summer jobs. Needs 

an easy way to 

access money, spend 

online and in stores 

- just like an adult.

New Immigrant. No 

credit record and 

uncomfortable with 

financial institutions. 

Needs to keep money 

safe and make 

purchases.

Hourly Employee. 

May work two jobs 

to make ends meet. 

Needs to save time 

and avoid check 

cashing fees. 

Paycards provide a solution for the varying needs of the underserved segment



The Underserved Segment ïChallenges for 

the Unbanked

Sources: Federal Reserve & McKinsey Quarterly

•Incur higher costs of approximately 2.5% of each 

paycheck

ïCheck cashing fees

ïMoney orders

ïTransfer fees

•Subject to increased risk of theft and financial loss 

due to employee carrying a large amount of cash

•Turned down for loans due to poor or no credit 

history

•Face limited options for cashing checks



Solving the Need - Paycards

•A practical and cost effective method to pay unbanked employees 
electronically

•A way for employees to access wages 24-hours via an ATM network

•A way for employees to spend wages at PIN and Association-branded 
signature-based transaction locations and on the Internet.

•A way for employees to eliminate check-cashing fees, waiting for 
paychecks to arrive in the mail, and other payday burdens

•A way for unbanked employees to gain financial security



Employer Benefits

•Cost savings

ĬCompanies are able to maximize direct deposit cost savings by 
enabling participation to employees who would otherwise be 
ineligible

ĬPayroll cards can help companies save up to $50 per employee 
annually on payroll distribution costs1

•Security

•Process improvements

•Disaster recovery planning

•Environmental improvement programs

•Improved benefits program

1Thomas Miezeieski, “Stored Value: The perfect Storm,” Stored Value: The Shape of Things to Come Conference Proceedings



Employee Benefits

•Provides new payment options

•Gain access to purchase options many people take for granted

•Easy to use, convenient and safe
ĬSimple sign up 
ĬLess expensive than check cashing alternatives
ĬProtects hard-earned money –FDIC insured
ĬImmediate access to funds
ĬFraud protection for lost or stolen cards
ĬAccess balance via text messages, phone or internet1

ĬConvenience checks1

ĬOver-the Counter Cash Disbursements1

ĬEnables bill pay and internet purchases1

1 Dependent upon provider



Cardholders Save Money

$789 Annual Cost Savings

to an employee utilizing check cashing services regardless 

of frequency of usage1

1Federal Reserve Bank of Philadelphia Discussion paper May 2005, J. C. McGraath



Paycards Are Both an Employer and Employee Benefit

•Paycards save money, time and reduce waste for the employer

•Paycards provide new payment channels and increased financial 

security for cardholders

•Paycards are a cost effective, secure way for employers to pay un-

banked or under-banked employees

•Employees save money and time when accessing wages with a 

paycard

•Paycards provide security and cost savings for the employer and the 

employee



Questions??



Thank You!!!!
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