
 

Home Ask Entrepreneur Grow Your Biz Business Ideas Franchises & Opportunities Video Tools & Services Community Blogs

 Print  Email Share Comment  Share

FEED

sponsored by

Franchises for Sale | SecondAct.com | Subscribe | Newsletters | Follow:

Starting a Business

Money
How-To Guides
Financing
Tax Center
Money Management
Personal Finance
Payments &
Collections
View All

Sales & Marketing

Franchises

Biz Opportunities

Home Based Biz

Online Business

Management

Human Resources

Technology

Work Life

Magazine

Mobile

Entrepreneur Assist

More Resources

Business Calculators
College Search
Franchise Your Biz
Columnists
Business Forms
Startup Books
Free Trade Magazines
Classifieds
Trade Journals
Encyclopedia
Slideshows
Get the Magazine

Home > Money > Payments and Collections > Accepting Payments > Six Ways to Save Credit-Card Headaches

Six Ways to Save Credit-Card
Headaches
Use these tips to avoid getting burned by credit-card
processors.
By Randy Myers   |   February 8, 2011 

Intrigued by the salesman’s promise to save his company money, Joseph
Lamb, founder and CEO of computer retailer Qsource Networks in Atlanta,
Georgia, decided to switch credit card processing companies. With no setup
fees, a free card-processing terminal and the promise of low administrative
charges, he settled back to watch the savings roll in.

It didn’t happen. “Within the first few statements, I knew I’d been had,” Lamb
recalls.

The processor had promised Lamb a low “discount rate,” which is the fee
merchants pay to their processor for each credit card payment accepted. It
usually equals about 2 percent or so of the sale. But depending upon the type
of card his customers were using and how the payments were processed,
Lamb reports his actual costs were coming in as high as 5 percent of sales —
“just like the last company.”

In terms of complexity, understanding credit card processor fees ranks with
deciphering a cell phone bill or comparing health care plans. Vendors routinely
tout rock-bottom rates, but fail to make clear that those rates apply only to
“qualified” transactions where a customer physically swipes a plain-vanilla
credit card. If the merchant has to key in the card number and expiration date
— or the customer uses a government, corporate or rewards card — higher
“mid-qualified” or “non-qualified” rates can apply.

Lots of other charges can pile up, too. For starters, every credit card sale also
triggers a “transaction fee” that varies from processor to processor but is
typically about 20 to 30 cents per sale. If you accept payment over the
Internet, you must pay a monthly “payment gateway fee.”

You also may pay, among other costs, PIN debit transaction fees for debit card
sales, “chargeback” fees when customers dispute a transaction, “address
verification service transaction fees” for Internet sales, and termination fees if
you stop using your processor’s services. Many vendors also set a monthly
minimum fee; if your actual fees don’t meet the minimum, you pay the
difference.

In addition to all this, some vendors try to lock you into long-term contracts, or
push you into leasing credit card terminals for $50 or more per month (when
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many others will sell you a terminal for a few hundred bucks or simply throw
one into the deal gratis).

To be fair, many credit card processors are transparent about their charges.
But there are enough hustlers that you need to keep your guard up. “Credit
card processing is a lot like used car sales,” laments Lamb. “They confuse you
as much as they can, tell you things they cannot prove or have no intention of
doing for you, and promise anything you will believe to get you to sign up. The
comparisons are typically too confusing for someone who does not know the
industry to make an educated decision.”

The best way to arm yourself is through education and due diligence:

- Learn the lingo. If you don’t understand the industry’s terms, you can’t
understand which fees are likely to impact your total costs. The Transaction
Group, a Chicago-based consulting firm that helps merchants find processing
solutions, has an excellent glossary.

- Insist on seeing a complete fee schedule. Good providers also should be
willing to analyze your current bill and show you exactly what you’d pay with
their service.

- Evaluate rates and transaction fees against your customers’ charging habits.
If most of your customers use government, corporate or rewards cards, pay
special attention to the non-qualified rate. If you make a lot of small sales, a
low transaction fee may be just as important as a low discount rate. Also ask
about “interchange-plus” pricing that eliminates tiered pricing; you simply pay
what card companies like Visa and MasterCard charge processors, plus a
fixed markup.

- Resist signing a long-term contract in favor of a month-to-month deal,
especially since many contracts allow processors to raise their rates any time
they wish.

- Remember that service — preferably 24 hours a day, 365 days a year — is
important, too. Cheap rates from an unreliable provider are no bargain —
neither is a processor that takes several days to post money to your account
when many can do it in a day. Besides, notes Robert Livingstone, president of
Ideal Cost, a national merchant consulting firm based in West Palm Beach,
Florida, you can’t control your vendor’s service, but pricing is almost always
negotiable.

- Find out what others think. Read customer reviews at processors’ websites,
and check out ratings at independent sites such as Merchant Maverick.

Lamb ultimately found a credit card processor that meets his needs. “They did
a cost comparison that was easy to understand, gave me a free terminal, and
did what they said they would,” he reports. Today, his all-in processing costs
average about 3 percent or less of his credit card transactions.

If you think you might be overpaying for credit card processing, start
comparison shopping now. You could save hundreds, or even thousands, of
dollars annually.

A former reporter for The Wall Street Journal and Dow Jones and contributor to Barron's,
Randy Myers is a contributing editor for CFO and Corporate Board Member magazines.

Recent Articles from Business on Main

How to Make Debt Work for Your Business
Six Ways to Save Credit-Card Headaches
Freemium: Is the Price Right for Your Company?
Is It Time to Outsource Human Resources?

Connect with Entrepreneur

Become a fan on Facebook

Free apps for iPhone and iPad

Small Business
Resource Center
From how-to guides to
business forms and essential tools, you'll
find all the resources you need to start a

business. 

Video: Coaches
Corner
Experts share fast fixes to
your most-pressing business concerns. 

Tax Center
A roundup of tips and tools to help you
navigate the maze of deductions and credits
and reduce tax-time headaches. 

Entrepreneur's Mompreneur
Center
Learn from moms who have mastered how
to balance a successful business with a
healthy family.

Finding The Right Business
Thinking about starting something of your
own? This guide can help you learn how to
go from dreaming to doing.

Sponsored Offers
Ads by

$100 Sales Commission 
Sell Website Service at Home.
Prospects easy to find. Low
pressure. Unique subscription
offering.  Learn more

We Quit MLM 
Now we make $60K+ per month
using this system. We can show you
how! FREE report tells you all. 
Learn more

New York Drivers: 
6/17: Obama backs new insurance
regulation. See if you qualify for new
2011 rates starting at $1/day  Learn
more

Buy a link here

Find Pre-Screened Vendors

Web Design
Online Marketing
Credit Card Processing
Phone systems / VOIP
Telemarketing
Direct mail
Merchant Cash Advance Loan

View all 80 categories »

Sign Up for the Latest in:
 Starting a Business
 Sales & Marketing
 Growing a Business 

E-mail* Zip Code*

0

converted by Web2PDFConvert.com

http://www.entrepreneur.com/article/218109
http://www.entrepreneur.com/article/218107
http://www.entrepreneur.com/article/217866
http://www.entrepreneur.com/article/printthis/218108.html
http://twitter.com/entmagazine
https://w1.buysub.com/servlet/OrdersGateway?cds_mag_code=ENT&cds_page_id=55992&cds_response_key=I1IPG10C
http://www.facebook.com/EntMagazine
http://itunes.apple.com/us/app/entrepreneur-magazine/id374050129?mt=8
http://ad.doubleclick.net/click%3Bh%3Dv8/3aa8/3/0/%2a/q%3B230880720%3B0-0%3B1%3B48995131%3B1355-2/2%3B39690368/39708155/1%3B%3B%7Esscs%3D%3fhttps://w1.buysub.com/servlet/OrdersGateway?cds_mag_code=ENT&cds_page_id=55992&cds_response_key=I1IPGP
http://ad.doubleclick.net/click%3Bh%3Dv8/3aa8/3/0/%2a/w%3B235504581%3B0-0%3B1%3B48995131%3B21-88/31%3B40435163/40452950/1%3B%3B%7Esscs%3D%3fhttp://ad.doubleclick.net/clk;235397995;58694753;m
http://www.entrepreneur.com/smbresourcecenter
http://ad.doubleclick.net/click;h=v8/3aa8/0/0/%2a/o;234261028;0-0;0;58001632;21-88/31;39964072/39981859/1;;~okv=;pc=DFP234773558;;~fdr=234773558;0-0;1;48995131;21-88/31;40161839/40179626/1;;~sscs=%3fhttp://weunderstand.van.fedex.com?OMD319&site=Entrepreneur&value1=Generic
http://www.entrepreneur.com/microsites/coachescorner/
http://www.entrepreneur.com/tax/index.html
http://www.entrepreneur.com/mompreneur/index.html
http://www.entrepreneur.com/findingtherightbusiness/index.html
http://www.resourcenation.com/?SRC=entrepreneur
http://www.resourcenation.com/landing/entrepreneur/web-design
http://www.resourcenation.com/landing/entrepreneur/online-marketing
http://www.resourcenation.com/landing/entrepreneur/credit-card-processing
http://www.resourcenation.com/landing/entrepreneur/phone-systems
http://www.resourcenation.com/landing/entrepreneur/telemarketing
http://www.resourcenation.com/landing/entrepreneur/direct-mail
http://www.resourcenation.com/landing/entrepreneur/business-cash-advance
http://www.resourcenation.com/?SRC=entrepreneur
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF


401k Small Business
Financing

Incorporate Now. Credit Card
Processing.

 
Try online printing

from The UPS Store
®

Showing 0 comments

Sort by Newest first    Subscribe by email   Subscribe by RSS

Add New Comment

Type your comment here.

Trackback URL http://disqus.com/forums/entrepreneurmedia/six_ways_to_save_credit_card_headaches/trackback/

Marketplace

View the Bank of America Merrill Lynch 13thAnnual CFO Outlook webcast on-demand and
download the full report.

Small Business - Home  | Entrepreneur Connect  | Entrepreneur Assist  | Business Startup Guides  | Business Bookstore  | SecondAct.com 
Magazine Subscriptions  | Contact Us  | Newsletters  | Affiliate Programs  | Advertising Info  | RSS Feeds  | Reprints & Permissions  | En Español

Copyright © 2011 Entrepreneur Media, Inc. All rights reserved. Privacy Policy

Post as …

converted by Web2PDFConvert.com

http://entrepreneurmedia.disqus.com/six_ways_to_save_credit_card_headaches/latest.rss
http://www.entrepreneur.com/business-opportunities/guidant/197938.html
http://www.entrepreneur.com/business-opportunities/guidant/197938.html
http://www.entrepreneur.com/companycorp/index.htm
http://www.entrepreneur.com/companycorp/index.htm
http://www.resourcenation.com/business/credit-card-processing
http://www.resourcenation.com/business/credit-card-processing
http://ad.doubleclick.net/click%3Bh%3Dv8/3aa8/3/0/%2a/x%3B234419898%3B0-0%3B1%3B48995131%3B21-88/31%3B40033148/40050935/1%3B%3B%7Esscs%3D%3fhttp://bs.serving-sys.com/BurstingPipe/adServer.bs?cn=tf&c=20&mc=click&pli=2055184&PluID=0&ord=2075397
http://bs.serving-sys.com/BurstingPipe/adServer.bs?cn=tf&c=20&mc=click&pli=1185757&PluID=0&ord=%%RANDOM%%
http://ad.doubleclick.net/click%3Bh%3Dv8/3aa8/3/0/%2a/s%3B235409979%3B0-0%3B1%3B48995131%3B31-1/1%3B40460223/40478010/1%3B%3B%7Esscs%3D%3fhttp://ad.doubleclick.net/clk;235627186;58882422;s?http://corp.bankofamerica.com/public/public.portal?_pd_page_label=landing/outlook/index&cm_mmc=GCB-General-_-Entrepreneur.com-_-Text-_-Entrepreneur_Sponsored_Text_Links_Added_Value_1x1
http://www.entrepreneur.com
http://econnect.entrepreneur.com/
http://assist.entrepreneur.com/ea/overview.do
http://www.smallbizbooks.com/
http://www.entrepreneurpress.com/
http://www.secondact.com/
https://w1.buysub.com/servlet/OrdersGateway?cds_mag_code=ENT&cds_page_id=55992&cds_response_key=I1IPGE
http://www.entrepreneur.com/contact-us/index.html
http://newsletters.entrepreneur.com
http://www.entrepreneur.com/affiliatesprograms/index.html
http://www.entrepreneur.com/mediakit
http://www.entrepreneur.com/feeds/index.html
http://www.entrepreneur.com/reprintspermissions.html
http://espanol.entrepreneur.com/
http://www.entrepreneur.com/privacypolicy/index.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

	Six Ways to Save Credit-Card Headaches
	Showing 0 comments
	Add New Comment


