s erecie and debit cand use
i increases, s does the num-
ber of smaoll merchants
interested in uperading or
adding elecrronic card devices to their
businesses. This rareer groups emer-
pence is also due o n greater willingness
of the rransactions industry to deal with
risk management concems and
demonstrate new cyuipient anl -
cessing capabilities roorhe livde puys.
Typically, small merchants (often
referred po s mom amd pops) are single
retwil Jocations thar are non-chain,
non-ranchise operations, according o
Lisa Shipley, Hypercom®s senior vice
presdent. These businesses could peo-
duce og few as 10 o 20 tminsactions o
month and ofren vse dial-up modems.
From o volume standpoing, processors
see small merchans as those producing
less rhan 1 million in cord  volume
annially, says Dooglas | Byerley, vice
president of First [hara Enterprise
Payients, Within thar covepory are
inirolwesinesses thar generace 5 150,000
to BAOCLOO0 a0 year in Fankcard business
Sowme incependent sales orguizations
(1507 defive small merchanrs in other
wavs, Mike Moy of American Credit
Cand Services (a Wil Processing 150Y)
careporzes dsmall e v as anvone
that does $5,000 to0 $15,000 per month
Froken

le‘-l.'.|| even hlrr|w|'. kst |'|II'1iI'|l.'-NL':1

in Masterl and/Visa volume
average $70 per charge, says Jow
Crowley, direcror of 1500 ||_"|.|Ii-.|I‘1‘-'-!'|.l["C
for SIA Select Services (which he
describes ws o "VeriFone shop™) With
sigall merchonts, the perchane aver-
apee s vstally less than $15

While the small mierchume musdlel is
changing continuously, s importainc
tos the industey, panticularly 150, 15 noe
Merchants signed by 150k penerate
more than $100 billion in bankcard
grosss dallar volume anmually, sccording

toy Masterl ard International’s nesearch
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Back to Basics

The Little Guys

Why Small Merchants Are Worth the Risk

Much of that comes from small mer-
..,'.|1.tnl.-. “The |'11|,L|]|,h|[iun of this busi-
niess is the small business,” SIS Crowley,

Mitigating the Risk

“Small merchants were o sepment of
the mmdustry thar banks eypically
ignored,” explains Don Headlund,
senior vice-president of Cardservice
[nternational, a First Data Corp, 150
*They were relucronr o pger
invelved with  small merchants
because the sk management Tacror
lirele

was o ir'|[i1|||1|:|ri||--_lL tor the

acquirer,” says Dowg MeBNary, CEO of

L.I:IF-\l‘-l.'I"l'iL'i.' Irrermational.

When o merchant encounrers fiman-
cial difficulry or fails, a characreristic
result is o surge of credits or chanmebacks
thar the 150 and acquirer might have
w eat. Coardservice was o pioneer in
handlivue ligher-risk businesses, accond-
ing o MeMary. Toofeet the risk Gactors,
e put oa
rremendous amount of resources on the
[wck end e manage the merchane's

they built in safeguoards

hehavior Jreparding  changebacks and
other fradulene activites],” e savs.
Diealing with the risk is worth i
hecause small merchants  embody
opportunity and  berter margins, *A
high-percentape of prolits come from
this |1|.'n'|-.q'ri‘l'|.||,r.," |.'1:|1+:'||r'|\ |1--'.'|.'I'J-."r
Michael A .".-lllll.l'l. |‘I'|"||1|.-I1r il
American Credit Card Services (a
Wital Provessing 1503), agrees. "We per
the bese marging from the mom and
pops” he says, "IF yoni service: e,
they will stay with you, Higher
marging are the fomdation of
sl vierchant business.”
“Smmall merchants are really
v cone business,”  says
McMary, "We play the
numbers game. We sien
a lor of merchants, but
you don’t have all youn
v i one basker.” Inorhis

¢

By Roy W, Limico

way, losing one acoount does oo
affect the botom lne as much,
“We've diversitied our revenue sources
across o large revenue stream; it is @

poal, o recurting revenue model
What Merchants Want

While
accounts often have sophisticated

M int-of-sale (POS) sYsTETs, sl e
businesses are generally terminal-

TEgRNn i-Il iﬂ]-J natios '.i'li

hased. Seill, the mom and pops are
starring to see the advantages of pay-
ment types such as PIN dehir, ERT
(electronic benelits wansfer), check
verification, auromated clearis 114 hmise
[ACH) mransactions and gifr cards.
“Werchants wanr rerminals chae will
suppoert multiple applications  ancl
value-added services,” says Jae Haas,
vice president of sales and marketing
for Transnational, a VenFone [SO.
“Being a one-stop shop e our cus-
tomers is extremely important these
days, and we have o deploy rerminals
that give us this com-
petitive edpe.”




Offering just credit cand services is
not enough  anymore. “Leading
with  Visa/MasterCard
hecoming a thing of rhe past,” says
Hane “Smaller merchants mre becoming
increasingly interesred in value adds,
such as gilt card, cleck cowersion,
vimne and attendance, virial termi-
mals, ere.” He also sees more interest
in Ethernet-based POS werminals for
TN LI LAY LRkl o -‘ll‘l‘flll‘"-

While small merchants wane a variety
of services, Use equipment sill has 1o
sty simple enough for the average
small business to wse and min eanploy-
ees on. “The rerminal is the scariest part
of the POS process,” says Hypenoon's
Shipley. “We specifically desipned the
T7 Plus to po after this marker.” The
low-cost TV terminul fembtores one-step
initiation. ol all daily funcnons and
transaction types. “We my o tike the
fear Factor out of "

ﬁill'q1|t' tealitional worklore tenni-
nals are also a logical starting point for
the miciomerchomt, “As you po up from
there you hook o add incresed sophis-
vication such ws 1P instend of dialup, PC
integrration anad wireless,"” says Dyerley.

15 ||||irL'1'!.'

The small merchant markerplace has
undergone other subtle changes. *“You
see much better cducared merchants
than five years agn,” sugoests Murray.
Many of these new entrepromwurs are
the result of corporare downsizing and
enter into business mone Intemet sy
l-“-l.l.! AWEIE I.‘ WJ 71 1] I.I[l'!.'l.:h- FLHTITHTE

Finding Prospects

We don't put a label on small mer-
chants, Any size is of value," explains
Crowley. "l encourape sales reps 10 go
alter these small merchants, because
they add up.”

Mot every merchant noeds all che lar-
est bells and whistles, but a visic could
pay off aowway, Crowley exploins how
hie calbed on a restavmingTear that esed a
show, antiquated device, " Al lasd 1o do
wins demwo & newer rerminal with aoprine-
ol receipt popping up i a lew seconds,”
he ecalls. “That sold the deal” Ar a
wisit 1o an eve docoor, Crowley observed
his cand processed through a knockle-
Irustier. Theat also gave him the opportu
nity 10 demo some newer rechnology.

There is also Web-based Tasiness
potential. “We do o significant

Intermet business," says McMNamg *“We
developed the Link Point Gateway, a
little wunkey packaze for people 1o
srart their services.” The producr pao-
vides online merchants with a shop-
ping cant and payment garcway,

“We have found the small to medium-
size business marker less competitive
bur in more need of help,” says Haas,
He adds thar Transnational eams rmse
within: the markerplace by educating
the smaller merchant on fopics such as
hidden charges, PIN-based debit sav-
ings and diwenprading.

Another approach s o wentify spe-
cific markers o porsoe, “More
more | am seemnp [30s and sales
agents marker 1o niches or verticals,”
says MeNary, “The 150 that identifies
its niche is moee succesiul than rhose
thar oy for everyrhing”

“This is a very vinble marketplace,"
says Shipley. “There are a lot of 20
"'\"air‘I llll H."“'l'l.ln-'tlﬁ el 1|Il:|1: FLInTg
on 30-houd modems.” TT
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