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The Truth about Interchange and Card Acceptance 
 
There are a lot of misconceptions about card acceptance, interchange fees, and the electronic payments 
system. It's important that our legislators have the facts – straightforward and up front – in order to 
make the best decisions that will impact the people of Mississippi. Below, we take a look behind the 
curtain and reveal the truth behind some of the top myths about interchange fees and electronic 
payments. 
 
Merchant Myth #1: Merchants can’t negotiate their interchange fees.  
FACT: Merchants can – and do – directly negotiate with the networks to lower their interchange costs 
through a variety of incentive arrangements, including deals in which the savings are rebated to the 
merchant. Some merchants prefer to handle the negotiation through their association or other group 
arrangement. Entire categories of merchants have obtained lower interchange rates based on their 
particular business needs.  
 

àFor example, Visa and MasterCard capped interchange on gasoline sales and established 
lower interchange rates for categories of merchants such as grocery stores, utilities, and 
convenience purchases. Also, merchants routinely switch processors for a better package and 
price – and, therefore, have a much greater ability to negotiate card acceptance costs than they 
do for most other business services, such as electricity, postage, water, or trash collection. 

 
Merchant Myth #2: Merchants can’t offer a cash discount. 
FACT: There is nothing prohibiting merchants from offering a cash discount. In fact, federal law allows 
merchants to offer cash discounts, and the card networks all make very clear in their rules that discounts 
for cash, checks, debit, or other credit cards are also allowed.  
 
Merchant Myth #3: Merchants prefer all customers to pay with cash. 
FACT: Merchants are increasingly moving away from cash and check acceptance because of the many 
benefits electronic payments offer over other forms of payment, including increased sales opportunities, 
higher profit, guaranteed payment and cash flow. Airlines, grocery stores1, restaurants, and other 
industries have adopted this cashless model with success. 
 
For instance, by accepting cards, the Salvation Army “cashless kettles” average donations went from $2 
to around $15 when using credit or debit, a 650% increase. New York City cab drivers saw overall 
ridership and revenue increase and tips double over “pre-plastic” days.  
 
Recent studies also show that many merchants prefer electronic payment over cash payment due to the 
high costs of handling cash. For instance, in 2017 alone, $96 billion was spent in the U.S. and Canada on 
cash-handling activities, greater than the annual GDP of Ukraine.2 Simply closing out cash drawers cost 
$38.5 billion in 2017. The average cost of cash is 9.1% per transaction across all retail segments. In 
contrast, credit and debit cards cost approximately only 1% - 2.5% per transaction.3 
 
 

 
1 The News Observer. “No Checks at the Checkout.” October 20, 2011.  
2 IHL Group. 2018. 
3 Ibid. 
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Merchant Myth #4: Interchange fees are higher in U.S. than in any other country  
FACT: The total amount merchants pay for the benefit of accepting credit or debit cards – the merchant 
discount fee – is, in fact, roughly the same in the U.S. and Europe. In some countries, the “interchange” 
portion of the merchant discount fee might be lower, but the total amount merchants pay still remains 
about the same. In some countries, these fees are lower than in the U.S. because the government has 
interfered with the market and imposed price controls on interchange. These countries consequently 
have less innovative debit systems – often relying on PIN debit, making online debit purchases 
impossible or at a merchant without a PIN pad. 
 
Merchant Myth #5: The Durbin amendment impacted only large banks because small banks and credit 
unions are exempt from the fallout from these price controls on debit interchange fees. 
FACT: The so-called “exemption” for small financial institutions does not work. In fact, studies have 
shown that credit unions have suffered erosion in their interchange revenues, as these smaller financial 
institutions were not exempted from the routing and exclusivity portions of the Durbin amendment – 
only the price caps. The cost of providing multiple networks falls most heavily on smaller institutions. 
 


