Small Bite #15

Comparing Payment Methods

How do you pay for things you buy? How do you pay your bills? Today there are increasingly more options. Some are safer than others. Some work better in some situations than others. The following selection tells more about three categories of payment methods. Read it to see if you are using the one or ones that might work best for you.

Electronic Payments

1   Transactions not involving cash, checks, or credit cards have expanded with technology, improved security, and increased consumer acceptance. While check writing is still a major portion of consumer transactions in our society, debit and credit cards are more frequently used for retail transactions.

2   DEBIT CARD TRANSACTIONS    Most retail stores, restaurants, and other businesses accept debit cards, also called check cards, issued by Visa and MasterCard. When the debit card transaction is processed, the amount of the purchase is deducted from your checking account. Most debit cards can be used two ways: (1) with your signature, like a credit card, or (2) with your personal identification number (PIN), like an ATM card.

3   ONLINE PAYMENTS    Banks and Internet companies are serving as third parties to facilitate online bill payments. Some of these Internet companies are www.paypal.com, www.checkfree.com, and www.paytrust.com. When using these services, be sure to consider the monthly charge as well as online security and customer service availability. Also on the Web are "cyber cash" services creating their own e-money that serves as a medium of exchange for online transactions.

4   STORED-VALUE CARDS    Prepaid cards for telephone service, transit fares, highway tolls, laundry service, and school lunches are common. Some of these stored-value cards are disposable; others can be reloaded with an additional amount.

5   SMART CARDS    These "electronic wallets" are similar to other ATM cards. However, the imbedded microchip stores prepaid amounts as well as information with account balances, transaction records, insurance information, and medical history.

Checking Accounts

6   Despite increased use of electronic payment systems, a checking account is still a necessity for most people. Checking accounts fall into three major categories: regular checking accounts, activity accounts, and interest-earning checking accounts.

7   REGULAR CHECKING ACCOUNTS    Regular checking accounts usually have a monthly service charge that you may avoid by keeping a minimum balance in the account. Some financial institutions will waive the monthly fee if you keep a certain amount in savings. Avoiding the monthly service charge can be beneficial. For example, a monthly fee of $7.50 results in $90 a year. However, you lose interest on the minimum balance amount in a non-interest-earning account.

8   ACTIVITY ACCOUNTS    Activity accounts charge a fee for each check written and sometimes a fee for each deposit in addition to a monthly service charge. However, you do not have to maintain a minimum balance. An activity account is most appropriate for people who write only a few checks each month and are unable to maintain the required minimum balance.

9   INTEREST-EARNING CHECKING    Interest-earning checking accounts usually require a minimum balance. If the account balance goes below this amount, you may not earn interest and will likely incur a service charge. These are called share draft accounts at credit unions. 

Other Payment Methods

10   A certified check is a personal check with guaranteed payment. The amount of the check is deducted from your balance when the financial institution certifies the check. A cashier's check is a check of a financial institution. You may purchase one by paying the amount of the check plus a fee. You may purchase a money order in a similar manner from financial institutions, post offices, and stores. Certified checks, cashier's checks, and money orders allow you to make a payment that the recipient knows is valid.

11   Traveler's checks allow you to make payments when you are away from home. This payment form requires you to sign each check twice. First, you sign the traveler's checks when you purchase them. Then, to identify you as the authorized person, you sign them again as you cash them. Electronic traveler's checks, in the form of a prepaid travel card, are also available. The card allows travelers visiting other nations to get local currency from an ATM.

Source: Adapted from Jack Kapoor, Les Dlabay, and Robert Hughes, Focus on Personal Finance, pp. 103-04, 106. Copyright @ 2006, McGraw-Hill/Irwin. 

VOCABULARY CHECK

Use the context clues from both sentences to reason out the meaning of the italicized words. The answer you choose should make sense in both sentences.
____1. Transactions not involving cash, checks, or credit cards have expanded with technology, improved security, and increased consumer acceptance.

There are many transactions involved in buying a house: having the home inspected, getting the financing, and signing the mortgage, deeds, and other legal and financial documents.

Transactions (tr#n-s#ktZshMnz, -z#ktZshMnz) is a noun that means 
(paragraph 1)


a. the process of changing words from one language into another.


b. ways of moving things from one place to another.


c. the process of resettling or relocating.


d. procedures related to conducting business.

____2. Banks and Internet companies are serving as third parties to facilitate online bill payments.

So that they do not have to try to collect on overdue accounts directly, most major companies use bill collection agencies as third parties. 

Third parties (spärs) is a noun that means 
 


(paragraph 3)


a. parties occurring after the first two.


b. Internet companies that collect money.


c. companies that organize parties professionally.


d. those other than the main ones involved in a  transaction.

____3. However, the imbedded microchip stores prepaid amounts as well as information with account balances, transaction records, insurance information, and medical history.

Although they do not engage in combat, imbedded news reporters travel and live with military units as if they were soldiers, and they experience most of things the soldiers do.

Imbedded (2m-b+dZMd) is an adjective that means 
 

(paragraph 5)


a. asleep in bed.


b. expensive; costly.


c. firmly fixed into something larger as a part of it.


d. resistant to wear and tear

____4. Some financial institutions will waive the monthly fee if you keep a certain amount in savings.

Because Jorge already spoke three languages taught at his school, the school decided to waive the language requirement for him. 

Waive (w"v) is a verb that means 
 



(paragraph 7)


a. insist upon.


b. substitute; replace with something similar.


c. restructure; rewrite.


d. do away with; not enforce

____5. Certified checks, cashier's checks, and money orders allow you to make a payment that the recipient knows is valid.

He’s such an outstanding quarterback that we weren’t at all surprised when he was named as this year’s recipient of the Heisman trophy. 

Recipient (r2-s2pZ*-Mnt) is a noun that means 


(paragraph 10)



a. person owed money.


b. receiver; one who receives.


c. runner-up.


d. contestant; competitor.

COMPREHENSION CHECK

Read each of the following questions. Then select the correct answer choice. Base your answers on information in the selection. You may refer to the selection as you answer the questions.

True or False

____1. Traveler’s checks must be signed twice: when purchased and when cashed.  
____2. Most people still use checking accounts, even though electronic payment systems are available. 

Multiple-choice

_____3. Which of the following ins not described as information imbedded on a smart card chip? 

a. medical history  

b. transaction records
c. loan repayments 

d. account balances 

_____4. Payments can be made

a. electronically.

b. with checking account checks.

c. with specialized checks that guarantee payment.

d. all of the above  

____5. The best type of checking account for people who do not write very many checks each month and cannot maintain the required minimum balance is 

a. a regular checking account.

b. an activity account. 

c. an interest-earning account.

d. a share draft account.

WRITING PROMPTS

Give your responses to each of the following items.

1. Which types of electronic, checking account, and other payment methods have you had direct experience with? What types of problems, if any, did you experience with each?

2. How do you pay for things you buy? What method(s) do you use to pay your bills? Has the way you pay for things changed during the last several years? If so, why or why not.

3. What do you think the trend will be in making payments? Will more people use electronic methods in the future? Why or why not?

