
Merchant Cost Consulting
Your Payments Watchdog
www.merchantcostconsulting.com  

Merchant Cost Consulting
Presented By Matt Smith

1.  About MCC

2.  Understanding payment processing ecosystem

3.  Payments overview / different pricing options 

4.  Ways to reduce your overall cost structure and best practices 

5.  Q & A Understanding how the 

credit card processing industry 

works

 

Outline



About MCC

• Founders worked for a credit card processing vendor – iPayment a subsidiary of Paysafe Group

• Launched MCC in 2016 to bring transparency to the credit card processing industry 

• Independent consulting firm, based out of Boston, MA

• Our team is made up of industry experts who used for work for a credit card processing vendor – 60 + years 

combined in the payments industry 

• No direct affiliation with any specific credit card processing vendors

• Our job is to help our clients reduce their processing costs without changing vendors, software etc

Understanding of the Payments Industry 

How it works 

• Card brands pass the fees on to processors who add a markup and pass those fees on to merchants

• Rewards cards are more expensive

• Fees tend to increase every 6 months 

Ecosystem

• Card Issuer

• Card Network

• Merchant

• Acquirer

• Credit Card Processor/ ISO/ MAP

• Gateways

• Payment Facilitator



Understanding of the Payments Industry 

Types of Credit Card Merchant Fees

○ Interchange Fees

Interchange Fees

Understanding of the Payments Industry 

Types of Credit Card Merchant Fees

○ Assessments



Understanding of the Payments Industry 

Types of Credit Card Merchant Fees

○ Markup Costs

Understanding of the Payments Industry 

Different pricing structures 

1. Tiered Pricing 

•Qualified

•Mid Qualified

•Non Qualified

Example: A Tiered/Bundled pricing model would look like this: Qualified Rate: 1.75% Mid

Qualified Rate: 2.25% Non Qualified Rate: 3.40%.

The Interchange rate for a debit card is often 0.05% + $0.22/transaction. If you are on

tiered/bundled pricing, the processor will categorize this card in a Qualified bucket, charging you

the Qualified rate (1.75%). 1.75% is a significantly more than 0.05% + $0.22/transaction.



Understanding of the Payments Industry 

Different pricing structures

• Flat Rate Pricing

Example: The Interchange rate for a debit card is often 0.05% + $0.22/ transaction. If you are on Flat Rate pricing, 

the processor will charge you a flat fee of 2.75%. That means the CC processor ,makes in profit the difference of 

2.75% and the cost of the interchange rate of the card your business accepted. This can be an extremely lucrative 

pricing model for credit card processing companies. Stay away at all cost.

Understanding of the Payments Industry 

Different pricing structures 

•Backbill/ERR 

Example: As a business, any credit or debit card you accept from your customer that has interchange rate LOWER 

than 1.75%, your business is charged the 1.75%. Your credit card processing provider makes the difference 

between of the two in profit. Any credit or debit card you accept from your customers that has an interchange rate 

HIGHER than 1.75%, you are chargedd 1.75% PLUS an additional surcharge that was determined by your credit card 

processing provider.



Understanding of the Payments Industry 

Different pricing structures 

•Subscription/ Membership Pricing

Example: A subscription pricing model would be as follows: Interchange Rates + 0.00% + $0.15/transaction 

+$199/month fee.

Understanding of the Payments Industry 

Different pricing structures 

• Interchange Plus Pricing

Example: An Interchange Plus Pricing model would be as follows: Interchange Rates + 0.50% + $0.10/transaction. To use the 

debit card example mentioned, the interchange costs for a debit card is 0.05% + $0.22/transaction. On Interchange Plus 

Pricing, you are charged the debit card interchange PLUS whatever the mark up costs of the credit card processing 

company. In this example, it is 0.50% + $0.10/transaction.



Understanding Fees

December

March

May

Inflated Rates

Negotiated Rates

Processor Increase

How to Lower Credit Card Merchant Fees

1. Ensure a credit processing rate increase has not occurred

2. Evaluate if your are under contract and for what length of time is remaining

3. Do your homework

4. Push Back

5. Monitor your credit card merchant fees monthly



Questions 
Thank you for attending! We greatly appreciate it. If you have any other questions, I have provided my contact 

info below

Matt Smith

Msmith@merchantcostconsulting.com

(339) 203-0960


