Mo

ISSN 1204-0363

Vol. 4, No. 4: July 1999

Skills Data Card Initiative

Big Brother meets the Holding Company

The congruction industry in Canadais set to jump onto the leading edge of smart card technology, if the Skills
Data Card Initiative (SDCI) reaches the rollout stage. The project provides a means for companies to assess
whether the construction workersreporting for duty on Site are adequately qudified to carry out thework that they
have been contracted to do. Smart card technology is being proposed as the ided solution for smplifying the

assessment process, saving construction companies hegps of money. Or so the theory goes.
There are some 800,000 construction workers working in Canada, according to Statistics Canada (StatsCan) (see page 12 —

Industry Statistics). Many of these workers have to prove that they have certain
qualifications before they can work on a specific job, site or project. The smart card
used in the SDCI will contain information which will alow contractors and hiring
companies—as well as trade unions—to determine whether a particular construc-
tion worker hasthe necessary skills, qualifications, experienceor training to work on
aparticular job or project.

Status quo

Allen Wright, Vice President responsible for the SDCI at BIT Integration
Technology, says that the need for a card-based system stems from a number of
different factors. First, the construction industry is characterized by a number of
disciplines where highly qualified, skilled and experienced workers are required.
There are some 24 tradesin the construction industry, and many areas of specializa-
tion within each trade. For example, Y1G welding is a highly specialized field, and a
welder needsto undergo specific Y G training to be ableto do Y 1G welding. When a
company recruits workers for a specific, say, welding job they need to ensure that
the applicants have the appropriate qualifications and training to be able to do the
job properly.

One of the biggest problemsthat companies have to deal with is verification of
worker qualifications. Jim Steketee, Manager of the L abour-M anagement Depart-
ment at the Construction Safety Association of Ontariosaysthat, currently, work-
ers have to carry wads of paper—certificates showing their qualifications and the
training programs they have attended—with them in their wallets. Certificates get
damaged or lost, and sometimes the worker forgets to bring the appropriate certifi-
cate to the construction site. This makes it very difficult for contractors or compa-
nies employing construction workersto verify the qualifications and training of any
particular individual.

“Some people carry up to seventeen or eighteen different certificates and cards
on them,” says Wright. This would include anything from St. John’s Ambulance
certificates, to welding qualifications and certificates outlining specific safety and
training courses that the worker has been on—for example, confined spaces train-
ing, or training to work at certain heights.
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Site processing delays

Another important factor—closely allied to verification—
isthat of job site processing delays. Verifying aworker’ squali-
fications can take asignificant amount of time. Wright citesthe
example of an automotive manufacturer at the time of shut-
down. He says that when these plants shut down, they can
sometimestake on 1,500 construction workersto carry out vari-
ous modifications, repairs and upgrades to the plant. In some
cases, validating aworker’s qualifications can take up to four
hours per individual .

Jim Steketee concurs. He says that processing workers
onto a construction site is a particular headache for compa-
nies. Workers have to queue for hours before they can start
work. Companies sometimes even have to set up tentsin their
parking lotsto process workers onto asite. The reason for the
processing delay is that someone has to go through each of
the worker’s certificates to ensure that they comply with the
company’ s requirements. Thisis particularly important from a
due diligence and safety perspective. In many cases, workers
forget to bring certain certificates or cards with them, which
then forcesthe company to undertakefollow-up investigations
if the worker is admitted onto site.

Due diligence

Then thereistheissue of worker and pub- 4
lic safety. Companies need to ensure that inap-
propriately trained or qualified people are not
put onjobs, sincethiscouldincreasetherisk to

and certificates, and ensuring that they receive the necessary
safety training. This is one area where failure to ensure due
diligenceresultsinlargefines, ranging from $30,000 to $750,000
per event, should some preventable injury or fatality occur.

Due diligence is probably the most important aspect for
companies, says Wright. The requirements are quite stringent.
Company’s have to ensure that:

- Workers are competent, and competently supervised
- Prescribed measures and reasonabl e precautions are

taken, and procedures followed, to avoid hazardous
situations

- Work is conducted in compliance with the Act

- Occupational Health and Safety Act regulations are
followed

- Records are kept of safety training

- Companies have the necessary systemsin place to
allow safety audits

- The company has an effective Internal Responsibility
Systemin place
Some companies have been heavily penalized, with multi-
plefines being handed down for a single accident, because of
failure to comply with due diligence requirements.

Please see ‘Duplication of costs’ on page 8
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US health smart card project

The Health Passport Project, designed and implemented
by Semens|nformation and Communication Networks, Inc.,
was demonstrated recently to 13 US Governors and three Ca-
nadian Premiers. It is believed to be the largest health smart
card pilot program in the USto-date.

The project will allow mothersand children who are eligi-
blefor health and food benefitsin three Western statesto have
greater access to services, and more responsibility for manag-
ing their health care. The application will also help the states
manage health information and simplify administration of health
and food benefits.

Theprojectisto berolled out over the next four monthsin
the three Western communities of Bismarck, ND, Cheyenne,
WY, and Reno, NV. Thegoal of the pilot isto demonstrate how
electronic health cards can be used to improve information
sharing and administrative efficiency among public and pri-
vate health care providers. Funded by federal health and nutri-
tion agencies and numerous partners, it is the first effort by
statesto develop amultipurpose, standard smart card that can
beused by many different programswithin the stateand, even-
tually, across state lines. Nearly 25,000 familieswill participate
inthetria project. @

Cards Canada Conference

AIC’'sCards Canada’99 Conference and Exhibition held
at theend of June 1999, drew asizeabl e attendance, despitethe
unfortunate timing of the event. Colby Hunter, Conference
and Exhibition Manager for the event, said that some 70 del-
egates attended the conference, with about 300 passing through
theexhibition hall. Approximately onethird of thevisitorswere
from senior management positions—namely President or Vice
President/General Manager.

Intotal, eleven exhibitors signed up to showcasetheir prod-
uctsand services at Cards Canada’99. About twenty five del-
egates attended the one day workshop on the third day of the
conference.

Hunter says that feedback from delegates was very posi-
tive, especially with regard to the content of the presentations.
And although the number of paying del egates could have been
higher, he says, AIC now has a good base to build on for the
next year. One of the things that will be happening is that the
timing of the conference will be changed—to September 2000.
In addition, Hunter saysthat AlC have decided to include In-
formation Security as a parallel theme, a move which is being
instituted for all of the organization’s smart card conferences
around theworld. =

Canadiansranked first in world for ABM use

The latest edition of Canadian Bank Facts, released
recently by the Canadian Bankers Association (CBA),
contains some interesting nuggets of information about
the world of banking in Canada.

Debit Cards: As of May 1999, there were some 33 million
debit cards in circulation in Canada. An estimated
276,000 retailers now offer Interac Direct Payment
(IDP), and there were 1.4 billion transactions in 1998,
totalling $58.5 hillion. Last year, for the first time, IDP
transactions surpassed cash as consumers’ preferred
method of payment at supermarkets and department
stores. Indeed, 57% of people prefer to use debit or credit
cards to make purchases rather than cash or cheques.

Credit Cards: There are currently more than 600 issuers
of credit cards in Canada. The average credit card interest
rates for standard cards—issued by the six largest
banks—has dropped by 3.4 percent since October 1990
and co-branding has become an increasingly popular
practice. Fifty five percent of Canadians pay off their credit
card bills each month. In the year ended October 30,
1998, there were a billion credit card purchases worth
$84.1 billion.

Automated Bank Machines: The number of ABMs
across Canada has increased by more than 27 percent,
to 15,481, since 1993. Canada ranks second in the

world, behind Japan, in the number of ABMs per person,
and third, behind the UK and France, in the number of
debit card terminals available. Canada is number one in
the world when it comes to ABM use, logging 52.7
transactions per Canadian in 1997, followed by the U.S.
at 41.1 and Sweden at 35.3.

Electronic Banking: According to the CBA, Canada is
a world leader in electronic banking usage with some 85
percent of daily bank transactions now being done
through ABMs, debit cards and telephone and online
banking. Indeed, telephone banking has grown by 50
percent each year since 1994. A 1998 Ernst & Young
Report on Banking and Technology estimates that phone
banking will grow by 374 % over the next three years,
Internet banking by 292 % over the same period, and
ABMs by 19%.

In their look ahead at what lies on the horizon for banking
and financial services, the CBA predicts that in-store
banking, already widely used across the world, will grow
in Canada. Supermarkets, retail stores and mega-
retailers will join together with banks and other financial
institutions to offer financial services in their stores. The
CBA goes on to postulate that in the near future
Canadians may find themselves carrying a multi-purpose
card designed to process credit, debit and stored value
transactions. ©
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THE CHIP

By Bruce J. Brittain

The computer chip now runs the show
Cooks our food, fliesthe plane
Sends e-mail to Aunt Elaine.

The computer chip has become quite small
Shrinking, shrinking to nothing at all

But there must be more we can makeit do
Open doorsor track our ills
Hey, let’sseeif it will pay our bills.

We can put the chip on aplastic card
Put value on the chip, like a secret stash
Thislittle puppy could replace cash.

No more bulging pockets of pesky coins
bulky quarters, nickels and dimes
To pay for alatté or the New York Times.

Consumers and merchants will embrace the card
Transactions, they’ll flow with ease and speed
Thereis no doubt that thereis aneed.

The computer chip has become quite small
Shrinking, shrinking to nothing at all

So, let’ s build the system and makeit go
Revol utionize money and then we'll gloat
There are millionsto be made on just the float.

Atlantain’96, theinitial roll-out
Facing the challenge, we did not blanch
Got the blessings of Juan Antonio Samaranch.

With Olympic success as the launching pad
Smart Card victory will turn thetide
Then, the big time, the Upper West side.

With Chase and Citi taking the lead
It'sVISA cashinthe bank’s backyard
Not to mention Mondex and MasterCard.

The computer chip has become quite small
Shrinking, shrinking to nothing at all

The merchants are signed and given hardware
From sandwich shops and coffee bars
to jewelers and newsstands that sell cigars.

Thousands of Smart Cards are sent out free
To Citi and Chase customers they come in the mail
With al this hype, the program cannot fail.

But history, alas, iswrit large for all
The chinksin the armor, the flaw in the plans
of smart cards, consumers and merchants are not big fans.

So, with afinal smart card thought
The story will be told and this chapter done.
Y ou can build it but they don’t have to come.

The New York program has become quite small
shrinking, shrinking to nothing at all.

Presented by BruceBrittain at the Cards Canada’99
Conference and Exhibition

Event Roundup

CTST Canada Conference
August 24-26, 1999 Toronto, Canada
905420-3520

Multi-Application Cards Asia '99
August 25-26, 1999 Singapore
+653256330

ESCAT '99
September 1-3, 1999 Helsinki, Finland
+3589560-7500

Cards Australia '99
September 7-9, 1999 Sydney, Australia
+6129210-5700

Scandicards '99
September 8-10,1999  Stockholm, Sweden
+4608588-31036

Future Payment
September 12-15,1999 Chicago, IL, USA
1800829-1370

Branding and Co-branding Smart Cards
September 13-14,1999 London, UK
+44 171 915-5055

Biometric Consortium Fall '99 Conference

September 16, 1999 Crystal City, VA, USA
info@biometrics.org

Brasil Cards 99
September 21-24,1999 Sao Paulo, Brazil
++551136760688

Health Cards '99

October 5-7,1999
(CNR-ITBA)

ICMA Manufacturing Expo
October 17-20, 1999 Granada, Spain
609799-4900

Cards Africa '99
November 10-12,1999  Johannesburg, South Africa
+2711463-2802

Cartes '99
November 16-18,1999 Paris, France
+3314118-85-55

Milano, Italy
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Company News

NBS Card Technology Corp. has
appointed two new Marketing Manag-

ers. Thomas Laudicina will be Market-
ing Manager for the NBS Horizon Series
and Anthony Titone for Tabletop Em-
bossers.

Visa International: The Board of
Directors has elected William P.
Boardman as its new Chairman.
Boardman succeeds Peter Ellwood, who
has served as Visa International chair-
man since 1994. Paul J. Vessey hashbeen
appointed Vice Chairman, succeeding
F. Phillips Giltner. Vessey is Executive
Vice President of Canadian Imperial
Bank of Commerce.

1VI Checkmate and ICL have an-
nounced a new agreement in which ICL
will offer VI Checkmate’ seN-T ouch 1000
customer-interactive touch-screen and
signature pad terminal to the North
American retail market. The agreement
compliments a previous agreement in
which ICL provided IVI Checkmate
cheque readers and customer-activated
debit/credit terminals.

Certicom has adopted the new El-
liptic Curve Cryptography (ECC) param-
eters released by the USA’ sNational In-
stitute of Standards and Technology
(NIST). Thecompany said it was pleased
to see that the NI ST specifications sup-
port its cryptographic standards and
technologies. The new parameters were
released in June (see: http://
csrc.nist.gov/enpt.html). The endorse-
ment by the U.S. Government will en-
hance interoperability and scalahility of
ECC technology worldwide.

BIT Integration Technology:
Eugene Lo, former President of BIT Inte-

gration Technology, hasfiled a $750,000
wrongful dismissal lawsuit against BIT.
The spat comes after Lo was dismissed,
allegedly for poor performance, at atime
when the company was going through
financial problems as a result of cancel-
lation of it's Guang Xi Driver’s Licence
and Infraction Management System
projectin China. Management at BIT have
said that they will launch avigorous de-
fence against the legal action being
brought about by Lo. =

E-cash over the Net at
Sherbrooke

Residents of Sherbrooke will be the
first in Canadato |oadM ondexel ectronic
cash onto their Royal Bank Client Card
viathe Internet.

Royal Bank is providing customers
with a smart card reader and software
developed by the bank that will make
their PCs e-cash ready. Net users will be
ableto accesstheir chequing or savings
account via the Internet to load e-cash
onto the MULTOS chip on their Client
Card, or to make e-cash depositsto their
own bank account.

Internet loading of e-cash will form
part of the Mondex pilot project in
Sherbrooke. It is one of the first in the
world to meet the standards of Internet
Open Trading Protocol (I0OTP) V 1.0.

“[This] provides a...way to load e-
cash onto a bank card ...from the office
or home. [It] is another important step
for e-commerce and smart card technol -
ogy in Canada,” said Al McGale, Vice-
President for Smart Cards and Electronic
Commerce at Royal Bank. ©

Royal Bank buys stake
in AOL Canada

Royal Bank and America Online,
Inc. have announced a strategic alliance
that includes Royal Bank’s acquisition
of a 20 percent equity stake in AOL
Canada, for US$60 million. Royal Bank
and its US subsidiaries Security First
Network Bank and Bull & Bear Secu-
rities have also committed to enter into
interactive marketing agreements across
AOL properties in the US and Canada,
totaling more than US$7.5 million.

Thedliancewill enable AOL Canada
to accelerateitsgrowth strategy, and will
enhance Royal Bank’s ability to offer
greater electronic accessand functional -
ity toitsclients. It will also provide both
companies with opportunities to co-
brand and bundle services, and collabo-
rateon arange of e-commerceinitiatives.
Under the agreement Royal Bank hasthe
option to acquire a further interest in
AOL Canada. =

Wireless terminals at
Pan Am Games

Scotiabank, Roger s Cantel and VI
Checkmate have introduced anew wire-
less mobile point-of-sale (POS) terminal,
to debut at the 1999 Pan Am Games in
Winnipeg. Spectators and participants
will be able to use debit and credit cards
at mobileterminal slocated at concession
stands in the stadium during the games.

The IVl Checkmate terminals oper-
ate on the Cantd AT& T Mobitex data
network. They have been piloted at vari-
ous locations in Ontario with Pizza
Pizza, Harvey's and aSnap-on Toolsfran-
chise. They will be introduced later this
year at Pearson International Airport’s
Park 'N Fly. =

BC gets wireless
payment technology

Vancouver City Savings Credit Un-
ion (VanCity) has launched a new wire-
lesspoint-of-sale (POS) pilot programfor
business members. The wireless termi-
nal iscapable of remotely handling credit
and debit cards, plus other cash register
functions such as coupons, cheques and
customer |loyalty programs.

The new terminals are also capable
of reading chip-cards. The terminaswill
use a variety of cellular mobility net-
works, typically the latest CDPD (cellu-
lar digital packet data) technology, pro-
viding secure data transmission from re-
motelocationswithoutincurringlongdis-
tance phone charges for the merchant.

Developed in co-operation with lo-
cal software developer Soft Tracks, the
new remote POS terminal is now being
used by a VanCity business member—
The General Store—a company offer-
ing interactive home shopping and gro-
cery delivery serviceto customersin the
Lower Mainland. VVanCity expectsitsnew
terminal to appeal to businesses operat-
ing in remote locations and needing im-
mediate payment from customers. In-
home trades such as plumbers and car-
penters, food and beverage delivery serv-
ices, seasonal recreational operatorssuch
as ski resorts and special events opera-
torsare al potential users. ©
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Company News (cont’d.)

MDC & First USA form
partnership

MDC Corp. and First USA Part-
ners, the Affinity Carddivision of First
USA Bank N.A., haveenteredinto acom-
prehensive five-year marketing partner-
ship agreement. Under the agreement,
First USA will directly market a series of
affinity credit cardsto the 13 million cus-
tomers of MDC'’s direct-to-consumer
cheque unit.

The marketing program will provide
uniquecard designsthat arealigned with
the specia affinity interests of MDC's
product offerings. First USA and MDC
will also develop cross marketing links
that will include the marketing of MDC
cheque productsto First USA’ s custom-
ersand the linking of their web sites— a
movewhich isexpected to generate sub-
stantial cross-referral traffic.

MilesS. Nadal, President and CEO
of MDC said, “The establishment of a
strong relationship with a sophisticated
organization like First USA is our first
step in leveraging the phenomenal asset
that we have built in our database of
about 13 million customers. To date, we
have spent over $100 million in building
thiscustomer base. Wewill belooking at
other interesting ways to leverage this
asset in the future with the formation of
MDC DataMining Ventures.”

HyperSecur to offer
Oberthur smart card
products in Canada

Hyper Secur Cor por ation hassigned
an International Agency Contract for
Canada with Oberthur Smart Cards
USA. Under the provisions of the agree-
ment, HyperSecur has exclusive Cana-
dian rightsand non-exclusiveworldwide
rightsto sell Oberthur’s magnetic stripe,
memory and microprocessor card prod-
ucts, aswell aspersonalization products.

According to the newly appointed
President of the company, Montreal
based entrepreneur and financier,
Charles P. Villeneuve, “We have dis-
cussed with Oberthur the possibility of

manufacturing smart cards using our
Hyper Proximity chip but no decisions
have been made at thistime”.

The HyperProximity chip is a dual
proximity level contactless solution
based on 1SO 14443 Type B. All of the
transactions between the card and the
reader are carried out by radio frequency
(standard 13.56 megahertz). The chip
communicates in two ways. Remote
mode, up to a distance of approximately
10 cm. from the reader, isfor rapid trans-
actions such asisrequired in the trans-
portation field or for fast ID-access to
buildings. HyperProximity mode, at less
than 5 mm from the reader, is used for
secure and high data processing trans-
actions required, for example, in the fi-
nancia world.

The HyperProximity technology was
introduced at the recent CardTech/
Secur Tech Conferencein Chicago, and
is being implemented in the ST16HF52
contactless smart card from
STMicroelectronics.

HyperSecur ishoping to promotethe
technology with key partnerships. ©

Biometric Security
expands

Biometric Security Corp., basedin
Vancouver, Bristich Columbia, hassigned
an agreement to acquire 45 percent of the
private, Caifornia-based Biometriclden-
tification, Inc. (Biometric ID) for an in-
vestment of US$5 million of convertible
debentures. To date, Biometric Security
has invested US$3.6 million in the com-
pany for research, engineering, market-
ing and working capital.

Biometric ID announced recently
that its OEM fingerprint verification de-
vices have been selected by anumber of
keyboard and point-of-sale manufactur-
ers, including I ngenico, Key Sour ceand
Tipro.

The OEM fingerprint modules pro-
duced by the company aresmaller than a
business card and can reliably verify an
individual’ sidentity in lessthan one sec-
ond. Each product employs Ridge Rec-
ognition, the company’ s proprietary fin-
gerprint verification algorithm. =«

Schlumberger enters
Brazilian market

Schlumberger Smart Cards& Ter-
minals has purchased an 80% share in
CardTech, aBrazilian magnetic card com-
pany serving the financial markets. This
move is in keeping with the company
strategy of having alocal industrial pres-
ence in regions that have an important
smart card market potential.

Schlumberger has ten smart card
manufacturing facilitiesaround theworld,
including one in Mexico. According to
the President of Schlumberger Test &
Transactions Europe, Gerard L eger,
“This equity stake reinforces our com-
mitment to the Brazilian and South Ameri-
can markets at a time when the demand
for smart card technologies is gathering
momentum throughout the region. An
industrial presenceis critical to the Bra-
zilian banking community asit undertakes
astrategic shift from magnetic stripecards
to smart cardswhich are more secure due
to digital encryption.”

The company predicts that the mar-
ketinLatin Americaisset to doubleover
the next threeyearsand will represent an
increasingly important share of theworld
smart card market. CardTech wasfounded
in 1983 and currently supplies magnetic
cards specializing in credit and debit. It
isoneof thefew Brazilian companies cer-
tified by Visaand MasterCard for card
personalization. ©

New CEO for Oberthur
Smart Cards USA

Philippe Tartavull has been named
as President and CEO of Oberthur
Smart Cards USA. The former COO
takesover fromKirk Hyde whowasCEO
since 1980.

Tartavull stated, “Oberthur Smart
Cards USA will aggressively pursue ex-
isting markets for our chip-embedded
cards as well as opportunities resulting
from the explosive growth of the Internet
intheU.S.”

The company also plans to hold
onto its share of the magstrip market. =
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| ndustry Update

Financial industry could spark the growth of

wireless e-commerce

WireessInternet & Mobil Comput-
ing (WIMC), a consulting firm for wire-
less computing, has reported that finan-
cial applications—including stock trad-
ing, banking and credit card authoriza-
tions—will be major drivers in creating
an international market for wireless data
products and services.

The consulting firm cautions, how-
ever, that the success of the emerging
wireless financial business will require
more than just the right applications.
Success, they say, isdependent upon re-
liablewirelessnetworks, appropriatepric-
ing, and very importantly, on “rock-solid
security”.

Wireless subscribers are very con-
cerned about the security of financial
transactions, but, according to WIMC
consultants, several companiesarework-
ing on security solutions.

Diversinet in Toronto is embarking
upon a mgjor effort to provide security
software for pagers and digital cellular/
PCS phones. Diversinet’s security solu-
tions are specifically designed to be
“wireless-friendly” to accommodate the

Korean consortium
invests in Mondex

A south Korean consortium led by
Master Card Koreahas signed a deal to
invest in Mondex Koreain order to ob-
tain rights to operate electronic cash
money systemsin Korea.

MasterCard Korea, Kookmin Bank,
Korea Credit Communication Inc.,
TeraSource Venture Capital and U.S.-
based Amdahl Corporationwill investin
Mondex Korea. South Korea' s state-run
KoreaTelecomformed astrategic aliance
with Mondex K oreato make thetelecom-
munications infrastructure in the coun-
try, including 1 million public payphones,
compatible with the Mondex system.

Under the deal, Mondex Korea will
be given the rights to issue cards carry-
ing the Mondex electronic cash applica-
tion. o

bandwidth and memory contraints of
wireless devices.

Other Canadian initiatives include
Scotiabank working withRoger sCantel
to offer wireless banking capabilities.

Consultants at WIMC say that
rather than creating asingle“killer app”,
thefinancial industry hasan opportunity
to create more lucrative “killer combos’
of services. A wirelessfinancial package
could include: banking (everything from
accessing account balances to transfer-
ring funds between banks), stock trad-
ing (combined with breaking news and
financial analysis) and credit card au-
thorizations (including alerts whenever
asubscriber’s credit card isused). =

Contactless smart
card market to soar

Themarket for chipsfor contactless
smart cards is expected to grow at an
average 80% p.a., yielding a 15% share
of the smart card chip market soon after
2000.

The recent survey, published by
SJB Research, says that demand for
phone cards will spur the market for se-
curity memories—both contact and
contactless—resulting in an average an-
nual growth rate of 10% through to 2003.

Thesurvey goeson to say that after
last year’s growth slowdown and over-
capacity problemsin the smart card chip
market, manufacturers are looking for-
ward to an upturn that will seechip prices
stabilising and even increasing. ©

Visa launches Global Smart Path

VisalInternational’ sBoard of Direc-
tors has endorsed the first phase of the
Visa Smart Path, aglobal initiative that
it hopes will act as a catalyst for smart
card and e-commerce growth.

The initiative is aimed at helping
banksto differentiate their products and
services and strengthen customer rela-
tionships through the use of chip tech-
nology and new delivery channels, such
asthe Internet. A core part of theinitia-
tive is a set of milestones that will help
guide member banks and their merchant/
vendor partners to begin moving to a
chip-enhanced payment infrastructurein
a planned, proactive way. Some of the
milestones that have been identified by
Visainclude the following:

- All new chip-enhanced Visa
debit/credit programs which start
after 31 December 2000 must be
EMV-compliant

- All existing chip-enhanced Visa
debit/credit programs must
become EMV-compliant by 31
December 2003

- From January 2001 all new chip
card terminals must be EMV-
compliant and meet Visa's

specifications for international
operability

In addition to the above milestones,
executivesat Visasay that VisaSmart Path
provides banks and merchants with rec-
ommendations on how to avoid making
costly investments in equipment which
they may not be able to upgrade to ac-
cept smart cards.

Aspart of theinitiative, Visahasalso
announced a program to encourage and
speed the deployment of smart card ac-
ceptance devices. Called “Accelerating
Acceptance”, the new program will en-
able Visa members to take advantage of
exclusive offers which Visa has negoti-
ated with device manufacturers.

Indevelopingthe program, Visacon-
ducted a global cost-benefit analysis,
which found that the investment neces-
sary totransformthe payment infrastruc-
ture for multifunction smart cards and e-
commerce over the next decade could be
offset by fraud and operational cost sav-
ingsand increased I nternet payment vol -
ume. Thestudy also found that, globally,
Visamemberscould stand toloseasmuch
as US$30 billion in business to competi-
torsif they fail to make the most of new
smart card technology. =
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Product News

Compaq Computer has introduced the new Aer o 8000,
the company’ s first Handheld PC Professional device and the
first mobile device to offer built-in smart card technology.
Weighing just 2.9 pounds with a 10-inch SVGA screen, akey-
board 95 percent the size of standard portable keyboards and
up to 13 hours of battery life, the Aero 8000 offers more secure
remote access to corporate data and provides a secure PC for
reading and sending confidential e-mail. The Aero has an em-
bedded smart card reader/writer and a suite of advanced secu-
rity applications, makingitideal for mobileworkersinfield sales,
service and healthcare organizations. Schlumberger Smart
Cards& Terminalsisto providethe smart card technology for
the device.

Gemplus has introduced a new software technology,
smartX, that will simplify smart card-based application devel-
opment and deployment, enable card and terminal independ-
ence, and allow for web-based maintainability.

SmartX is an open systems technology, and allows soft-
ware developers who have not been exposed to smart card
architecturesto be ableto devel op applications. The new soft-
ware technology separates application development from the
complexity of smart card device management. Based on the
eXtensible Markup Language (XML) standard, smartX allows
developers to write smart card applications independent of
manufacturer-specific card management protocols.

The company has al so introduced the GemCombi/M PCOS
card, thefirst to provide two “defacto” standard interfaceson
asingle chip. MPCOS is used mostly in banking applications.
Mifare (1SO 14443-type A) is used for contactless operation,
typically in applications such as transit systems. With the
GemCombi/MPCOS, Gemplus offers extension of existing
MPCOS and Mifare applications without any modification on
the current smart card readers.

Entrust Technologies. A new payment system that uses
PK1 (public-key infrastructure) technology provided by En-
trust Technologies allows Dutch consumersto usedebit cards
for secure shopping over the Internet.

The new system, |-Pay with SET, is operated by I nterpay,a
co-operative owned by Holland' s banks. It uses an enhanced
version of the international SET (Secure Electronic Transac-
tion) protocol to authenticate I nternet merchants and custom-
ers to each other, and to protect both debit and credit card
numbers. The SET solution, Entrust/Commer ceCA 4.1, isthe
first commercial product to support both credit and smart debit
cardsand uses an extended version of therecently ratified SET
1.0 protocol.

The organization’s head of New Business Development,
Fred Stolk, says that “Generically, SET had a patchy start in
Europe, but we believethat by supporting both debit and credit
card transactions, Interpay is going to be a real catalyst for
growth. Merchantsin 18 European countries are already SET-
enabled.”

I-Pay with SET isexpected to have as many astwo million
users by the end of 2000. =©

Duplication of costs

Animportant aspect of the way thingsare done at present
isthat thereis often agreat deal of duplication of effort and/or
cost. Companies, rather than risking hefty finesin the case of
an accident, will often train all of the workers coming onto the
site, even though half of them may have received appropriate
training previously. Thereisacase, or course, to be made for
site-specific training, but in many casesworkershbeing enlisted
for a shutdown may well have taken that specific company’s
safety training programs afew months prior to the shutdown.

Steketee points to another source of duplication. He says
that his organization—the CSAO—trains between 45,000 and
55,000 people ayear. But being a provincial organization, the
training that a worker receives in Ontario is not necessarily
recognized in New Brunswick. The Skills Data Card, he be-
lieves, will facilitateincreased accreditation of training courses
across jurisdictional boundaries, so that at least part of the
training given by one organization is accredited by another,
thereby obviating the need for compl ete retraining.

A consequence of training so many people in any given
year isthat the CSAO needsto be ableto provide some form of
service to past trainees who may have lost their cards, or who
need to be retrained. Steketee notes that their present paper-
based system is simply inadequate to meet the demands of the
industry. Over a period of, say, five years, the CSAO has to
keep track of morethan 200,000 trainees, amammoth task, con-
suming many hours of administrative labour in the process.

Joseph Maloney, Director of Canadian Affairs for the
Building and Construction Trades Department of the Ameri-
can Federation of Labour Congress of Industrial Organiza-
tions (AFLCIO), saysthat another important feature of the con-
structionindustry isthat it hasahighly mobileworkforce, where
workers tend to follow projects rather than operate continu-
ously fromonesite. Union hallsare called onto provide people
with appropriate skills and qualifications to work on specific
projects. The unionthen hasto search through thelist of work-
ersregistered at aparticular ‘local’ tofind theright people. The
union then hasto beat thefront linein theverification process.
Most importantly, it needs to ensure that worker records are
accurate and up-to-date. This does not let the contractor or
owner off the hook from a due diligence perspective, but it
does facilitate more rapid processing of people onto site.

In an environment where about three quarters of the
workforceisunionized, keeping track of qualificationsandtrain-
ing of workers becomes a pivotal task for unions.

Origins

So the present systemintheindustry isfraught with prob-
lems. Isthere a better solution? The SDCI was originally con-
ceptualized by the CSAO in association with the Millwright
Regional Council of Ontario (MRCO). Steketee says that the
status quo in the industry was untenable.

Stephen Coleman, Executive Vice President of the Me-
chanical Contractors Association of Ontario (MCAOQ), says
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that his association—an employers organization—has been
“chipping away at the problem for the past fifteen to twenty
years’. The realization that improvements are needed is not
new.

The nature of the problems faced by the construction in-
dustry makes the search for a more elegant solution compel-
ling. In an effort to find suitable solutions, Jim Steketee of the
CSAO and Ron Thibodeau of MROC, approached a number o
different card companiesto find out if there was some way of
overcoming some of these problems using card technol ogy.

Steketee says that, initially, all the card companies that
they approached told them that there would be very few prob-
lems in setting up such a system. But as discussions deep-
ened, they found few were capable of meeting the industry’s
needs. Their search eventually teamed them with BIT Integra-
tion Technology, their current * technology partner’ inthe SDCI
program.

But the technol ogy aspect was just one of the issues that
had to be addressed in conceptualizing the system. Buy-in
from various stakehol der groups was equally important.

“We have learnt, along time ago, that you don’t do any-
thing without involving both sides of the table from the get-
go,” says Steketee. Both sides, in this case, refers to labour
and management.

Hesaysthat CSAO, and in particular the Labour-Manage-
ment Department which he runs, sits down to discuss various
issuesrelating to saf ety and training, with representativesfrom
labour and management every month.

The SDCI concept was raised less than eighteen months
ago. In order to coordinate the efforts of the initiative, a Na-
tional Construction Industry SkillsData Card Committeewas
established. The Committee is broadly representative of the
industry, with anumber of employer organizations, companies
and trade unions participating in the committee.

The project has received the full support of Human Re-
sour ces Development Canada (HRDC)—currently the major
benefactor, bankrolling the early phases of the inititative. In-
dustry Canada has also shown some interest. BIT's involve-
ment, as atechnology partner, isbut ayear old.

A card for all seasons

How does a smart card, then, provide a solution for the
construction industry? Allen Wright says that the idea is to
place al the information about a worker’s relevant qualifica-
tions and training onto the card. Thiswill enable an employer
or union to ascertain aperson’ straining status within seconds
of the smart card being inserted into a card reader, rather than
having to sift through the worker’s wad of certificates, and
inspect each one. The system will also be able to notify the
system operator whether any training that the worker has un-
dergone has expired.

Initially, then, al of this information will have to be cap-
tured and the data entered onto smart cards issued to the
workforce. Once this has been done, the database will merely
haveto bekept up-to-date, essentially amaintenancefunction.

The validation process can thus take place “off-line”, so to
speak, and does not create problems when engaging thou-
sands of workers. By placing all of the necessary information
onthecard, the signing up process can berelatively effortless.

Maloney says that the card will also help the unions a
great deal because, when an organization approaches a union
hall requesting workers with particular skills, the union will be
able to search through the validated database and find suit-
ably qualified workers within minutes.

Storage of information on a construction worker’s skills,
training and qualifications is but one application of the card.
Another, whichisalso likely to be on the system, istracking of
the number of hours worked by apprentices. Thisis useful at
theindividual level to determine the amount of experience that
an apprentice is gaining, but also at the aggregate level where
industry level statisticsarerequired.

Stakeholders have identified a number of other applica-
tions which could, potentially, be placed on the card, includ-
ing:

- Link to payroll systems

- Work history

- Medica information required for emergencies
- ldentification

- Job site security

- Company- and/or union-specific information
- Time card functions

There is, however, no universal agreement on these, al-
though it seemsthat the card will very definitely carry the pho-
tograph of the bearer.

But whowouldissuethecards?V ariousoptionsexist. Some
of these are peculiar to the structural features of the construc-
tionindustry. Approximately 600,000 construction workersare
unionized. Unions would therefore be able to issue cards to
members. They would then also assumeresponsibility for vali-
dation of skills, qualifications and training. As members then
movethrough the system, for exampleundergoing CSAO train-
ing, accredited training organizations would have the facilities
in place to update cards.

Thesystemisnot, however, aimed only at unionized work-
ers. Coleman says that a significant proportion of his associa-
tion’smembership isnot unionized, and for thissystem towork
effectively, widespread adoption is essential. It is envisaged,
then, employer organizations—whether they be unionized or
not—would also be able to issue cards.

Indeed, Coleman saysthat beforethe SDCI wasannounced,
anumber of large employersof construction workerswere con-
templating establishing their own in-house systems to deal
with some of the problemsfaced with keeping track of workers’
qualifications and training. But anational industry-level effort
makes much more sense, something that has been recognized
by employersand unions alike. This hasled to strong support
from most stakeholder groupsin the industry.

While non-unionized workers and companies will be able
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to participatein the system, it iswidely acknowledged that the
underground economy—namely, those companies and work-
ers working outside of the regulatory and legislative frame-
work of the industry—uwill suffer the most from the introduc-
tion and adoption of the skillsdatacard. Coleman saysthat the
underground economy is al so where most of the accidentsand
problems occur. The government also hasa specificinterestin
this segment of the construction industry because several of
the companies operating in this grey area do not remit taxes or
worker insurance premiums. Plus, they are difficult to control
from an occupational health and safety perspective.

“Isthis aform of Big Brother? Absolutely! Absolutely!”
Steketee asserts.

But he goes on to say that it is an employer’s right to
protect itself from finesand litigation, and to ensure the saf ety
of co-workers. Theformal part of the construction industry, he

“Isthisaform of Big Brother?
Absolutely! Absolutely!”

says, will very definitely benefit from the introduction of the
skills data card because of the cost savings that it will intro-
duce. In addition, it will allow contractors and owners to exert
tighter control over important aspects of construction work.
There may be less acceptance amongst companies and work-
ersoperating in theinformal sector.

Privacy issues

Joseph Maloney says that one of the few problems that
has been raised regarding the use of the card isthat of privacy.
He says that some people are afraid that their privacy will be
compromised. He goes on to say that a concerted effort will
need to be made to market the card to workersin the construc-
tion industry, and to allay fears regarding perceptions of their
privacy being compromised in any way.

Coleman pointsout that thereisno information on the card
that an employer does not have the right to know, anyway.
Hence there is no need to secure the approval of Povincial
Privacy Commissioners. All emergency medica health infor-
mation placed on the card will only be included with the per-
mission of the cardhol der—based on the premisethat it will be
beneficial to the cardholder to include it—plus, there will be
controlled and limited access to that information. He saysthat
the structure currently envisaged isthat the National Govern-
ing Committee will determine—in consultation with
stakeholders—who has access to what information. This will
be controlled through third party guarantors, from government,
or possibly even from the banking industry.

Steketee says that some groups—for example, accredited
training organizations—will have the ability to read or write
information onto the card. Others will only be ableto read in-
formation. In both cases, the domains that they are able to
access will be strictly controlled.

Business case

I's there a business case to be made for the SDCI? Given
the support for the initiative, there very definitely appears to
be one. Indeed, all of the members of the National Committee
interviewed pointed out that various stakeholder groups have
provided written letters of endorsement of the project to the
Committee. Some companies that have been involved with the
initiative have also madeit know that they would liketo have a
solution sooner rather than later, because of the benefits that
such a system would bestow on their organization.

At this stage, though, few companies, associations or or-
ganizations have had to shell out any money for the SDCI.
Being bankrolled largely by the HRDC makesit relatively easy
to endorse. Whether employers, unions and associations will
actually pay for the system remainsto be seen. The feasibility
study conducted by industry consultant, Rosemary Sparks,
earlier this year included some tentative figures on the poten-
tial for cost savings, illustrating that the system would pay for
itself quickly. But many of the benefits of the system only ac-
crueif the card isuniversally adopted, therefore obviating the
need to support both apaper verification channel aswell asan
electronic verification channel.

Adoptionwill beasmuch afunction of organizationsissu-
ing cards as construction workers accepting them. Accept-
anceat theworker level hasyet to betested. Coleman, Maloney
and Steketee all suggest that construction workers take pride
in their skills and qualifications, and the card would therefore
be animportant way for them to make themsel ves more market-
abletotheindustry. Also, thefact that workerswould not have
to carry a wad of certificates around with them will be very
attractive to most.

But there are those who fear for their loss of privacy, or
perhaps who have less to be proud of than others. Whatever
thesituation, it ishighly unlikely that workerswill beg to have
cardsissued to them.

Coleman says that, over time, with more and more con-
struction workers carrying cards, it is distinctly possible that
use of the card will be legislated. He says that the benefits to
government coul d be so great—because of how it will facilitate
enforcement—it could result in legislation mandating the use
of the card in the industry.

The smart card

What about alternative technologies? Allen Wright says
that the feasibility study specifically examined awide range of
technology alternatives, in particular, bar coded cards,
magstripe cards, optical memory cards and smart cards. The
evaluationtook into account numerousfactors, including cost,
performance, suitability for the intended purpose (including
the ability to read and write to the card), security and fraud
potential, privacy and durability. Smart cardswon hands down,
largely because of security, the ability to read from and writeto
the card in a controlled manner, the lack of reliance on vast
complex back-office systems, and flexibility.
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Wright saysthat he envisagesthat a
16K smart card would be more than ad-
equate for the needs of the industry. In
fact, the skills card application would re-
quirelessthan 10K for datastorage, even
taking into account that the card would
be used for numerous different skill cat-
egories, and would be updated regul arly.

The system itself could be accom-
modated on aPC with asmart card reader.
Insimpler applications, wherejust areader
isrequired, an operator can bearmed with
astand-alone card reader. Thismay even
manifest itself as a wireless device for
field use.

Project status

As yet, however, nothing has been
implemented. The feasibility study was
completed in April thisyear. Since then,
the National Committee has adopted all
five recommendations flowing from the
feasibility study. Theseincludethe adop-
tion of smart card technology for the
SDCI, thelaunch of pilot projects, secur-
ing approximately $700k in government
funding (primarily from HRDC), keeping
BIT Integration Technology asthetech-
nology partner, and ensuring that the
National Committee continues its advo-
cacy role.

At present, consideration is being
given to the selection of pilot sites. Itis
envisaged that pilot projects will be im-
plemented at between threeandfivesites,
all with differing characteristics. Maloney
saysthat short-term, high-density work,
typical of shutdown or turnaround situa-
tions, will very definitely be atarget for
at least one of the pilot sites. It is also
likely that a greenfields site will be pi-
loted. Locations menioned thus far in-
clude Sarnia(Ont.), Albertaand Quebec.

Pilot implementations are schedul ed
to start in the fal, and will run for any-
thing from six to nine months. Thereafter
theresultswill be evaluated, and specifi-
cations changed, taking into account
learning from the pilots.

Wright says that the current think-
ingisthat thepilot projectswill make use
of atest group of card-carrying workers,
and acontrol group of workers—namely
those that do not carry any skills data
cards. This could provide an important

comparative basis for evaluation of the
results.

The scale of the pilot projects is
likely to involve the issuing of “a few
thousand cards’—to be supplied by G
& D Security Card Systems. There will
be “tens’ of terminals, most likely to be
provided by IVI Checkmate. The cen-
tral database will be simulated, but the
validation process used in the pilot im-
plementationwill beidentical to that used
in thefinal system, barring any changes
arising from the pilot.

Controlledrollout, if the project does
eventually get to that stage, is likely to
start happening within about two years,
followed by national rollout. At thisstage
detailsof therollout phasesare, for good
reason, non-existent. But it seems that
controlled rollout could take placewithin
aset of trades at aprovincia level.

Multi-application role

Oneof the central issuesin systems
implementation, especialy in the event
of national rollout, is where the master
database resides, in the event that there
is, indeed, amaster database. One of the
interesting recent developments on the
SDCI is that a banking institution has
shown interest in using the card as a
vehiclefor an electronic cash application.
This would also put the bank in a posi-
tionto act asthetrusted third party con-
trolling the data. The idea is to enable
construction workers to use the elec-
tronic cash application onthecard at their
work site. This could provide a conven-
ient means of cost sharing. However, it
adds a different set of stakeholders to
the pot, and could well exacerbate pri-
vacy fears—even though banks gener-
aly have exemplary records and codes
of conduct. On the other hand, it could
promote adoption of the card because of
the enhanced functionality of an elec-
tronic cash application.

AsJim Steketee comments, the skills
data card would be “bringing the (con-
struction) workforce into the 22nd cen-
tury”. Proposing a multi-application
card—one that includes skills data card
functionality aswell aselectronic cash—
may be a little too much to chew on at
this stage of the game. ©
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Industry Statistics

The construction industry is a significant element of the
Canadian economy, contributing dightly morethan 5%to overall
gross domestic product (GDP), according to latest figures re-
leased by Statistics Canada (StatsCan). Growth in the sector
tracksinvestment, whichissubject tolargecyclical swings. As
aresult, employment is highly variable. In June 1999, employ-
ment in the constructionindustry totalled approximately 770,000
people, an increase of more than 30% over the same period a
year ago, but a decline of 20% over the previous month.

According to the StatsCan Labour Force Survey (based
on the 1996 Census), employment stood at 822,345 in 1996.
Residential building and devel opment wasthe most significant
employer in that year, employing more than 140,000 people. In
the industrial and heavy construction segment of the market,
highway and heavy construction dominated employment, ac-
counting for more than three quarters of that segments total
employment. Interior finishing was the most significant em-
ployer inthetrade contracting industries, followed by sitework.
Project management and other construction-related services
was arelatively small employer.

Employment by region in the construction industry tends
tofollow regional investment. Consequently, Ontario accounted
for more than one third (35.3%) of the construction workforce
in 1996. Quebec followed with about 20% of the total, closely
followed by the Prairies (18.5%)—bolstered largely by the sig-
nificant level of investment in Alberta.

The Skills Data Card Initiative (see feature story — p1) has
the potential to be rolled out across other industries that are
dependent on licensed or regulated trades. Employment in
trades and equipment operation acrossall industriesin Canada
totalled slightly more than 2 million peoplein 1996. Thisrepre-
sents a decline of 8.2% overall over the previous five years.
Operation of transportation equipment was the single largest

Employment by Segment of the
Construction Industry (1996)
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occupational category reported within this major group, ac-
counting for about 465,000 employees. Some 308,000 workers
were employed in construction trades—a category which ex-
cludes construction hel pers and labourers. With the exception
of ‘tranport equipment operators’ and ‘ other trades, n.e.c.’, all
other occupational categories reported declines over the pe-
riod 1991 t0 1996. ©

Employment in the Construction Industry
by Region (1996)
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Employment Across All Trades in Canada (1996)
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Theinformation presented in thissection hasbeen prepar ed from data supplied by athird party. Whiler easonablecareistaken
toensuretheintegrity of our data sour ces, theinformation isassumed tobecorrect on arrival, and isther efor etaken at face
value. Consequently, Canadian Card Newscannot accept any liability for any errors, inaccuraciesor omissionsin thedata.
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