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Negotiate the best rates
and contract terms.

Typical costs associated with payment processors
What types of fees can you expect to be charged? Here’s a quick rundown:
•

Setup fee: Sometimes called startup fee, this is a one-time cost
associated with establishing your payment processor account. Not all
providers charge this fee, and the few that do are often willing to waive
setup costs if you meet certain requirements (e.g. using a preferred
POS vendor, signing up for a long-term contract, etc.).

•

Transaction fees: One of the ways a payment processor makes
money is by taking a cut out of each transaction it processes for you.
Transaction rates usually depend on factors such as your sales volume,
the types of payments you need to process, and the cards you accept
(Visa, Mastercard, etc.).

•

Monthly subscription: In some cases, a provider may charge a monthly
subscription fee for its services. Again, not all payment processors do
this — but if they do, it’s worth asking them to waive it.

•

Cancellation fees: A payment processor may also charge a fee if you
decide to cancel its services. Ask about this when speaking to your
vendor so you can factor it into your decision.

•

Hardware costs: You may need to shell out additional funds for
hardware. Such fees could come in the form of a monthly terminal cost
or an upfront payment. In any case, iron out the costs of the equipment
and the number of units you need in your business.

How much should you budget for your payment processor? What terms
should you agree to? There’s no clear-cut answer to these questions, as
payment provider fees and terms vary depending on both the vendor and
internal factors such as your revenue and sales volume.
Take your time when researching your vendors, and look into your own
business finances and operations so you can negotiate the best rates and
terms. Below are some things to consider.

Information to have handy when talking to a provider
When determining or negotiating fees, the payment processor will likely ask
you several questions about your business. To make discussions smooth and
efficient, have the following information handy before speaking to a vendor:
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•

Annual or monthly revenue

•

Monthly payment card processing volume

•

Average amount per transaction (Note: If you’re already working with
a provider, it’s best to have a handy copy of your current processor
statement. This will allow potential vendors to match or even beat rates.)

Also note that some vendors offer rebates or even free hardware if you opt
for their services.
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How can you get the best rate?

A word about what “best rate” means

One word: negotiate. Payment processors use multiple factors to determine

Hopefully, the action steps in this chapter help you negotiate a rate — and

your final rate — so look into the different areas where you can cut costs, and

overall terms — that work for you. That said, do remember that the lowest rate

bring them up with the vendor. Consider the suggestions below.

may not necessarily be the “best” one for your business. In other words, don’t
base your decision solely on the cost of the provider.

1.

2.

3.

Leverage your transaction volume. Payment providers tend to
offer lower rates for businesses that deal with high-volume card
transactions. If you take a lot of card payments in your stores, use that
as a key bargaining chip with vendors.
Ask about special rates for technology partners. You may qualify for a
discount or special rate if you’re using one of the payment processor’s
preferred hardware or software vendors. If you’re using a particular
POS, for instance, it’s worth asking the POS company who their
payment partners are to see if they offer special pricing.

Always consider the overall value that you’ll get out of your rate. Aside
from price, you need to factor in things like support, direction, reliability,
and technology. We discuss these factors in more detail in the succeeding
chapters. In the meantime, below is a quick summary of this chapter. Take
note of the following action steps and keep them in mind when negotiating
with payment processors.

See if the provider will match or beat the rates of a competitor.
Looking into multiple payment processors takes more time and effort,
but it’s worth it. Many providers are willing to match the rates of their
competitors to gain your business, so take time to shop around. Also
note that some vendors offer rebates or even free hardware if you opt
for their services.

Ask about when and how you’ll receive your funds
When you’re running a business, not receiving your funds in a timely manner
can spell disaster. That’s why when you’re discussing your terms with a
payment processor, you should also bring up the question of when you’ll see
your funds in your account.
As David Talach, Head of Payments Products at Square, puts it, “you want to
make sure that your funds hit your account quickly — in a day or two — so
you can put your money to work right away, investing in more inventory,
paying staff, etc.”
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SUMMARY AND ACTION STEPS
Do some initial research, and create a shortlist of payment
processors.
•
•
•

Do a web search for providers you can use in your
business.
Ask other retailers for recommendations.
Ask your POS vendor for recommendations.

Prepare the following information before talking to vendors:
•
•
•

Annual or monthly revenue
Annual or monthly payment card processing volume
Average amount per transaction

Iron out the costs and fees you’ll need to pay. These may
include:
•
•
•
•
•

Setup fee
Transaction fees
Monthly subscription
Cancellation fees
Hardware costs

02
Consider point of sale
integration.
Does the payment processor integrate with your existing point of sale (POS) (or
the solution you’re considering)? We highly recommend choosing a provider
that works seamlessly with your POS solution.
POS-integrated payments allow sales to flow directly from your point of sale
system to your card reader. This provides you with several benefits, including:
•

Negotiate your way to better rates by:
•
•
•

Leveraging your transaction volume
Asking your technology/POS provider about any
preferential rates they might have with preferred vendors
Seeing if the provider will match or beat the rates of a
competitor

Raja Chakravorti, Director, Retail & Mid-Market Partner Development at
PayPal, says that opting for integrating payments can result in massive
time savings for the retailer. “Using an integrated solution can help
save you time and allows you to access your store’s information and
accept payments all in one place. That means no more entering sales
manually.”
•
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Faster and more secure checkout: With integrated payments, you won’t
have to manually key the transaction information into the card reader.
This makes it easier and faster to ring up sales and also removes double
entry and the likelihood of human error.

No manual reconciliation: Having integrated payments also eliminates
the need for end-of-day reconciliations, freeing up time that you can use
to grow your business and keep customers happy.
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•

Financial savings: In many cases, payment processors offer special rates
to merchants using their preferred partners, so you can potentially score
better rates by opting for a provider that integrates with your POS.

•

Better visibility into your operations - Having your payments and retail
technologies working together makes it easier for you to gain data and
insights about your business. As Jim Roddy, Reseller & ISV Business
Advisor at Vantiv says, “you get a complete picture of your numbers
rather than having to cobble together different systems. You have
access to advanced reporting – data that can help you make decisions
which will lead to a better customer experience.”
Talach adds, “a payment processor is only useful if it integrates with
the other technology that makes your business run smoothly. Choose
a processor that works with your POS system, so you can view all your
sales data in one place and make better-informed decisions to grow
your business.”

Potential issues that could prevent you from using integrated
payments (and how to overcome them)
Setting up integrated payments isn’t always a simple matter, especially if you
already have an existing payment processor or if you and your staff are set in

•

Support for latest technologies and security measures: Most POS
companies thoroughly vet payment processors before establishing a
partnership — so if a payment provider comes highly recommended by
your POS vendor, you can be fairly sure that the processor is reliable and
supports the latest technologies and security measures.

The bottom line? Opting for integrated payments helps you save time and
money while keeping customers happy in the process.
Consider the story of PREP Cosmetics, which uses Vend point of sale together

your ways.
However, the time and financial saving you’ll gain by going with integrated
payments can make the extra effort worth it.
If you’re hesitant to go with integrated payments because you already have
a processor or aren’t keen on making big changes in your business, here are
some points that’ll put your mind at ease.
•

Issue #1: Switching payment processors is difficult and will disrupt
operations. Contrary to popular belief, switching payment providers
doesn’t have to be hard. Many vendors are happy to assist and support
merchants throughout the entire process. They’ll do much of the heavy
lifting for you and ensure you’re up and running with minimal disruption
to your operations.

•

Issue #2: You’re in a long-term contract with your current provider.
Most payment processors can buy back contracts from other providers
and offer you other kinds of compensation so you can switch without
penalties.

with Square — one of Vend’s integrated payment providers. According to
Kelly Barker, founder of PREP, the integration has allowed her to save time
while enhancing the shopper experience.
“Using [Vend and] Square payments, I’m saving $500 and 4 hours admin
a month. But it’s more than just the time and money; we offer the most
beautiful customer experience while knowing the technology just works!”
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•

Issue #3: You’ll have to switch banks. This likely won’t be necessary,
as payment processors are able to deposit money into whichever bank
you choose.

•

Issue #4: You’re happy with your current payment processor and
aren’t open to switching. It’s still worth having a conversation with an
integrated payment partner. Many providers offer commitment-free
evaluations and are willing to match your existing rates.

If switching isn’t an option
If you really can’t switch to an integrated payment processor, you’ll still be
able to accept debit and credit cards. Just bear in mind that it’ll lead to more
work for you and your cashiers.
Remember that you’ll have to manually enter the transaction amount into your
card reader for every card payment you accept. And at the end of the day,
you’ll have to manually reconcile your payments. This means extra work for
you and your staff, and it can also open up room for human error.

03
Make sure the payment
processor supports your
industry or vertical.
Some payment processors do not support “high-risk” businesses — so if

SUMMARY AND ACTION STEPS
Ask your POS vendor about their payment partners. If you
don’t have a POS solution yet, see if the payment provider can
recommend one.
Opt for integrated payments if possible.
If you have an existing payment processor that doesn’t
integrate with your POS, talk to their payment partners anyway
to see if you can score a better deal.

your company falls under this category, finding a provider becomes a bigger
challenge.
If you operate in an industry associated with high rates of returns,
chargebacks, and fraud, then a payment provider could put you in the highrisk category. Ditto if you’re selling products or services that are borderline
illegal. Other factors include having a poor credit history, employing sketchy
sales or marketing tactics, and accepting different types of currency.
It’s important to note that payment providers calculate risk differently, so just
because you’re considered “high-risk” by one vendor doesn’t mean you’ll be
considered that way by another. That said, shop around and talk to multiple
processors to see if they work with your type of business.
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SUMMARY AND ACTION STEPS
Talk to payment providers about the products you sell and the
vertical you’re in to see if they consider your business highrisk.
If they put you in the high-risk category, conduct additional
research for vendors who support your business type or
vertical.

04
Look into providers that
support your business
processes and operations.
In addition to discussing the types of products you sell, you also need to talk
about where and how you’re selling your merchandise. For example, if you
have an ecommerce site, the processor might ask you for more requirements
before they approve your application.
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Some providers will require further documentation or underwriting before they
give you the green light to sell online. But with others, it could be as simple as
“turning on” ecommerce.
Do you operate your POS on a tablet, laptop, or both? Whatever the case,
mention it to the payment provider. Some processors only work if you’re using
an iPad, while others support PCs as well as mobile devices.
Then there’s the question of the payment types you’ll be accepting. For
example: if you’re planning to take contactless payments (e.g. Apple Pay,
Samsung Pay), you have to make sure the vendor supports it.

SUMMARY AND ACTION STEPS
Discuss the channels you sell on (i.e. brick and mortar,
ecommerce, social, mobile).
Talk about the equipment you use to ring up sales (i.e. PCs,
tablets, laptops).
Mention the payment types you plan to accept (i.e. NFC, tapand-go, mobile payments, and ecommerce).

05
Ask about security and
fraud prevention.
Data breaches and hacks are a retailer’s worst nightmare. They damage
credibility, destroy consumer trust, and cost merchants millions of dollars. That’s
why it’s incredibly important to work with a payment processor that uses the
latest and most secure technologies.
Ask potential vendors about the steps they take to safeguard consumer data
and prevent breaches and hacks. Do they meet the guidelines of the Payment
Card Industry (PCI) Data Security Standards (DSS)? Do they offer additional
security solutions such as end-to-end encryption and tokenization? These
are just some of the factors you should consider when choosing a payment
processor.
If you’re in the US, you should also bring up EMV. Developed by Europay®,
Mastercard® and Visa®, the EMV payment standard makes use of chip cards, a
type of debit and credit cards that’s more secure than the traditional magnetic
stripe cards that most US consumers have.
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Unlike a mag stripe card, which stores static information about the cardholder,
an EMV card is embedded with a chip, which creates a unique code that
changes for every transaction. This makes it less susceptible to fraud, because
even if a hacker manages to counterfeit a chip card, the original transaction
code is not useable again and the card would get declined.
You want to go with a payment provider that supports EMV, as this allows you
to process payments more securely and helps protect you from liability in the
event of credit or debit card fraud.

06
Ask about the vendor’s
underwriting process.

Finally, ask the provider about the measures they have in place to prevent
fraud and about what happens to you (the merchant) in the event of fraud or a

Any merchant who signs up with a provider goes through an underwriting

data breach. Will you incur expenses or fines? What should you do if a breach

process, in which the processor determines the business’s credibility, credit

occurs?

worthiness, etc. The nature and timeframe of this procedure varies from one
company to the next.

No one wants to think about getting hacked, but it’s important to talk about
these issues with potential vendors and get a clear idea of the support they’ll

For some processors (particularly newer ones), approval takes minutes and

be able to provide in the event of a security breach.

happens in real-time on the web — but for more traditional players, the process
can take up to 10 days.

SUMMARY AND ACTION STEPS
Ask vendors about the security measures they offer to protect
you against fraud and data breaches.
Ensure they meet the latest PCI-DDS guidelines.
Ask them about the additional security features they offer. If
they go beyond PCI standards, that’s even better.
Talk about what happens in the event of a security breach.
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It’s a good idea to ask payment providers about how their underwriting
processes work and how long they take, as these could be big factors in your
decision. If you’re in a hurry to launch your store, for example, it may behoove
you to go with a vendor that has a quick underwriting process.
Also be sure to ask about the requirements you need to submit. What forms do
you have to fill out? What steps do you need to take? Get all the details, then
prepare the info you need. This will help ensure the process goes as smoothly
as possible.

SUMMARY AND ACTION STEPS
Iron out the underwriting process. Talk about:
•
•

How long it takes
The documents and information you need to provide

Compare the process with those of other vendors.
Prepare all the requirements before going through the
underwriting process.

07
Evaluate customer
support.
Unless you’re a payments technology guru, you’ll likely need assistance when
it comes to setting up your account and payment equipment. You’ll want to go
with a processor that has great customer support offerings and ensures that
the payments side of things operates without a hitch.
So take time to evaluate each vendor’s customer service department.
What are their customer support hours? Will you have a dedicated account
manager? What are other merchants saying about them?
Go with a payment provider that offers the type and level of support that fits
your needs. For instance, if you prefer communicating via phone, see to it that
phone support is covered in your agreement. (Note: Some companies may
charge extra for dedicated account managers and phone support, so iron out
these costs before moving forward.)
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A good way to way assess a vendor’s customer support is to observe how
they communicate with you. How fast do they respond to your inquiries? Do
they get back to you right away, or do you end up playing “phone tag” with
them? These are just some of the things you should look out for.
Note: If having great customer support is a priority for your business,
you may want to consider opting for integrated payments. Your payment
provider’s POS partner will likely be well-versed on the topic of payments, so
in addition to your processor’s customer service department, you’ll be able
to get additional support from your POS vendor. (See Chapter 2 for more
information on integrated payments.)

SUMMARY AND ACTION STEPS
Evaluate the customer support offerings of each vendor. Ask
about:
•
•
•

Their customer support hours
Dedicated account managers
Additional fees for priority support

08
Conclusion
The process of choosing a provider may be a bit tricky and there are certainly
a lot of factors to consider — costs, security, and technology, just to name a
few — but don’t cut corners. Do you due diligence and ask lots of questions
so you can be confident with your choice. Remember, the right payment
provider can improve store efficiency, customer satisfaction, and profits, so it’s
worth spending some time choosing the best one.
Good luck!
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About Vend
Vend is a cloud-based retail software platform that enables retailers to accept
payments, manage their inventories, reward customer loyalty and garner
insights into their business in real time. Vend is simple to set up, works with a
wide range of point of sale devices and operates on any web-capable device
with a browser.
Whether it’s simplifying the inventory process, cutting 30 minutes from their
end-of-day bookkeeping or making it simpler for them to sell their products
on multiple channels, Vend’s mission is to make retailers’ lives easier.
With Vend, retailers are able to focus less on transaction and inventory
concerns and more on creating that relationship with their customers. Vend
aims to empower merchants by putting the right data and tools into retailers’

Run the world’s best retail.
www.vendhq.com

V0977

hands and enabling them to do things themselves – and succeed.

