10 ways to save money on credit card processing.

Managing your business finances is your responsibility. This applies to every aspect of the business and one often-overlooked area is the payment processing that your company pays for every month.

It is very common for a business to accept the first or second offer they receive when initially setting up your business' merchant account. It is even more common for a business to stay with a company even though they could be saving money, often in the thousands of dollars a year, by occasionally shopping around or calling their provider to see if their rates can be lowered.

Setup right from the start:
Chances are that when you first registered your business you were barraged with a multitude of calls from merchant service providers offering you the ability to accept credit cards and other electronic payments. If you took one of these offers without investigating your other options, you are probably paying much more than you need to be for credit card processing. The best solution for any business, existing or startup, is to shop around for the best deal possible. The best place to start shopping is the internet. With so many payment processing providers in direct visible competition of each other, you are sure to find several good companies, and the best rates available.

Don't lease Processing Equipment:
Purchase your processing equipment outright. Despite beliefs, processing equipment isn't as expensive as many people think, and you will pay many times more for leasing than you will for purchasing. Many businesses have been sold very expensive equipment by the same companies that solicited to their businesses over the phone when they started up. Equipment costs from about $200 for a basic terminal up to $1000 for a high-end wireless terminal, with most common terminals falling into the $250 - $350 range. If you are offered a much higher price, then you are essentially being scammed. Look around on the internet for prices on the terminal you are being offered, you will probably find a better deal and a better company.

Find out if your rates can be lowered:
I don't suggest to immediately go out and find a new merchant service company. It takes work on your part and on your provider's part to setup your merchant account. Most of the time your provider will review your current rates and try their best to lower them if you request it. If they refuse to review your rates, you should find another provider. It is not always possible to get your rates lowered, but a company that will not even do a rate review, is doing bad business.

Be wary of too good to be true offers:
So many times, merchants are pulled away from their existing providers by rates that seem so much better that what they currently have. Later they find hidden and extra fees riddled throughout their merchant account contract. If the rate you are being offered is considerably lower than any others you have hear, or you are offered no transaction fees, you should be wary of the offer. Merchant account providers all have a very similar buy cost on merchant account fees. If one provider seems to be much lower than the others, then they are going to make the money up somewhere else. Why would a provider loose money to have your business using their services?

Know your business accountant:
It is very common for accountants to have personal relationships with payment processing companies, especially if the accountant manages multiple businesses. Often accountants are given bonuses for referring new merchants and for keeping their businesses with the merchant service company. Your business may be paying more because your accountant is getting a kickback from a merchant service provider.

Stay away from the bank:
Banks provide merchant services. Yes, this is true but all but a few very large banks sign their customers with a private merchant service provider. Banks that do not provide their own merchant services, mark up fees from a merchant service provider, so they can also make money on your business. You are basically paying extra for a middle person when you don't have to be. Those banks that do provide their own merchant accounts have much higher fees and poor customer service when compared to merchant service providers. They also have much higher equipment prices and will almost always try and push or force equipment leases on their customers. Let your bank handle your checking account, but keep your merchant account separate.

If you are a retail business, get setup with signature and pin debit:
Signature debit is a relatively new system that gives a much lower processing fee to debit transactions verses credit transactions. A signature debit transaction is when a customer runs their check card like a credit card. Pin debit is where a customer enters their pin number into a pinpad to process the transaction. You will need a pinpad or credit card terminal with an internal pinpad to use pin debit, but you will eliminate your processing fee completely and have a flat rate transaction fee for every pin debit transaction. Studies have shown that about 50% of all plastic transaction are Pin or Signature debit. This means that you can save on 50% of your customer's transactions. The price of a pinpad can be quickly paid for in the fees that you save using pin debit.

Fixed Rates:
Make sure when you sign up that your provider will not raise your rates. The only time that you should see a rate change is when Visa or MasterCard raises the processing interchange rate. This means that Visa or MasterCard raises the amount that they collect from each transaction. Your rate will go up proportionally because the entire industry has to pay this extra amount. No company anywhere is excluded from an interchange increase.

Bundled Rates:
Another very common pitfall is for a business to accept a bundled rate offer. These offers have a very low or zero transaction fee, and an increased processing percentage. If you have a history of processing and statements, a bundled rate 'can' save you money, but if you are a new business you will almost always pay more with a bundled rate. Bundled rates are based solely from your average ticket size. If you have a highly variable ticket size or you are a new business stay away from bundled rates.

Trust your own feelings:
If a company makes you feel uneasy or you feel like they aren't being honest with you, you should trust your instinct. Shop around and investigate the company. There are hundreds of providers out there, so if a company brings up questions, find someone else.

