CUSTOMER PURCHASE USING CREDIT AND DEBIT CARDS
There are a number of different providers of card processing systems and even a sort of comparison website (from which I got the last 2 on the attached table).  FVS currently bank with the Co-op Bank who do not provide their own merchandising facility, but passed me on to RBS Worldpay/Streamline.  
Making enquiries for advice/recommendations via the Plunkett Foundation was worthwhile.  One response gave me the name of Retail Merchant Services which cost one shop approximately £20/wk on a turnover of £4,500-£5,000/wk.  Another used the Federation of Small Businesses on a turnover of approx £145,000pa.  I was also advised that the shop at Strood Green in Surrey uses mobile technology via a company called Commidea.  My contact (Helen Melia) advised me that this latter shop now processes around 1/3rd of their business via cards.  Steps have been mentioned for Plunkett to use its collective clout to get favourable terms from suppliers common to all Village/Community shops including card merchandising facilities, but we can not wait for this to materialise before acting.
3 of the organisations I sought terms from (Retail Merchant Services, Alliance & Leicester/Santander and Card Processing Solutions) all operate through Elavon, a subsidiary of the US Banking Corporation.  Retail Merchant Service also profess to offer preferential business account rates through Alliance & Leicester/Santander.  All providers claim a training/support helpline and that we could use the existing land line telephone line for payments.  Although one provider stated that there might be a charge when we moved to the new shop and a new telephone line, this was later dropped and no other providers saw any problem with the move.  All providers would enable us to stay with the Co-op Bank, but switching to Alliance & Leicester/Santander would enable us to have 3 months free rental.  I understand that Alliance & Leicester do have favourable business accounts as well as the link to the PO.
I list below the overall cost for 2 cases:
1. Set up and £2,000pa income for first year on cards say 2 transactions of £20 each week (one debit, one credit card).
2. £20,000pa income on cards say 20 transactions of £20 each week (10 debit, 10 credit cards).

I have here used the common domestic debit/credit cards for these cases.  It is assumed that cards that incur higher charges (e.g. corporate credit cards etc will be rarely encountered, AMEX can be applied for, but charges are high).  I have assumed in the case of the Federation of Small Businesses that we pay the annual membership charge which substantially reduces their charges and offers other benefits.  It should be noted that in Case 1 our card transaction charges are always less than the monthly minimum charge.  In Case 2 the monthly minimum charge only applies to Elavon which at £30/month is higher than the other providers.  It is clear from this comparison that Card Processing Solutions offer the cheapest facility by a significant margin.  The costs of providing this amount to 20% of sales value in the first case and 2.4% of sales value in the second.  Penalties for premature contract termination do not appear severe and from conversations with my contact, it may even be possible to further reduce the terminal rental in the early days, until card sales increase.
CARD PROVIDER COSTS
	PROVIDER
	Lloyds Cardnet
	Retail Merchant Services
	Elavon thro’ A&L /Santander
	Federation of Small Businesses
	Card Processing Solutions

	CASE
	£
	£
	£
	£
	£

	1. 1st year and £2,000 income on cards (50x£20 on debit cards and 50x£20 on credit cards.
	623.35
	549.48
	627.55
	520.80
	403.80

	
	
	
	
	
	

	
	
	
	
	
	

	2. £20,000 pa income on cards (500x£20 on debit cards and 500x£20 on credit cards)
	658.35
	624.48
	578.55
	654.80
	483.80


Current reality would be nearer 1 than 2, but with advertising of the facility plus the increasing trend of more and more people relying on plastic and not carrying cash, income through cards can confidently be expected to increase.  Additionally, one could preclude card purchases for items totalling less than £10 say, thereby encouraging cashless shoppers to increase their on the spot purchases and/or offer a cashback facility thereby encouraging people to come to the shop to obtain cash, provided they bought items above a certain value.  Based on Don’s anecdotal tales of people visiting the shop without cash and putting goods back, the outlay of £400 pa could be justified even now – say a lost purchase of £20 every 2 weeks or so.
CONCLUSION
In today’s world it seems anachronistic not to offer a card purchase facility.  If we are to be a ‘grown-up’ shop we need to be able to do this.  I recommend that we proceed to develop a contract with Card Processing Solutions, simultaneously widely advertising that we indeed have the facility.  After a year we should re-evaluate the value of the scheme which should be easily achieved, given the debit/credit card account records that will be produced.
Andy Barker
25 Aug 2010

COMPARISON OF CARD MERCHANDISING PROVIDERS

	
	PH note of March 09
	AJB Enquiries

	PROVIDER
	Lloyds TSB Cardnet
	Lloyds TSB Cardnet
	Retail Merchant Services (thro Elavon)
	Elavon (Santander/ Alliance & Leicester)
	Federation of Small Businesses thro RBS Worldpay/ Streamline
	Card Processing Solutions (thro Elavon)
	Harbinger Finance Ltd/ Verier

	CONTACT
	James Roche
	Lucy Bush
	Richard Day
	Eimear O’Brien
	Louise Greenfield
	Graham Vellard
	

	
	
	
	
	
	
	
	

	SET-UP FEE
	£150
	£150
	Nil
	£49
	£250 + VAT/or nil
	£30
	NO

	
	
	
	
	
	
	
	

	TERMINAL RENTAL
	£21.78 + VAT
Per month
	£25.06pm
(£21.33 + VAT)
	£77.37pqtr incl VAT
	£15.50pm + VAT
	£19.95 + VAT/m or £14.95 +VAT/m
	£18 pm +VAT
	

	
	
	
	
	
	
	
	

	TRANSACTION COSTS
	
	
	
	
	
	
	RESPONSE

	Authorisation fee
	3p/use
	3p
	
	
	
	
	

	Debit card fee
	36p/use
	25p
	25/26.5p
	17p
	40p or 30p
	17p
	

	Credit card fee
	2.44% value
	1.5% value
	1.9% value
	1.5% value
	2.35% or 1.94%
	1.45% value
	

	
	
	
	
	
	
	
	

	MIN CHARGE
	£15/month
	£10/month
	£20/month
	£30/pm
	£14.95 + VAT/m
	£10 incl VAT
	

	
	
	
	
	
	
	
	

	MIN CONTRACT PERIOD
	
	12 mnths Lloyds (penalty £200)

18 mnths m/c provider
(penalty <£200)
	3 years – cancellation penalty £100 + VAT
	3 years - £150 penalty if cancel in 1st year.  After 1 month notice only.
	3 years, but no charge for early cancellation.
	4 years, but charge for cancellation by negotiation (one month notice)
	

	ADD CHARGES/ COMMENTS
	
	
	
	3 months free rental if bank with Santander/A&L
	2nd numbers are for members of FSB at £100pa
	
	


