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Payment Processing 
Credit card transactions may look as simple as a swipe, dip, or tap, but involve multiple steps 
and players. When it comes to payment processing, companies trade credit  and debit cards.  
 
Payment processing services facilitate card transactions, and payment gateways securely 
transfer data so that customers can transfer money from the issuing bank  to the seller's 
account. This all happens in a few seconds. Ultimately, there will be customers who have 
successfully purchased without  cash or checks, and companies that will discontinue sales.  
 
When you make a purchase using a credit or debit card, a series of actions are performed 
electronically to complete the transaction. Payment processing includes customers, sellers / 
companies, payment processors, payment gateways, banks / credit card companies, and 
seller accounts / commercial banks. At first glance, credit card transactions seem easy.  
 
Just swipe and you're done. But that's not all. In single card transactions, payments are 
processed, validated, approved, or rejected and funds are transferred. The whole process 
takes a few seconds. Let's take a look at the procedure.  
 

Best Payment Processing Company 
 
The point of a purchase is when a customer initiates a purchase from a retailer and offers 
payment methods that include the use of  debit or credit cards, cash, checks, or money 
orders. Today, more and more consumers are buying in stores and online using digital 
payment methods. According to a 2020 report by Deloitte, the value of digital transactions 
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will reach $ 4.1 trillion worldwide in 2019 and is projected to increase by 13% annually until 
2023.  
 
Payment Gateway is a tool that securely connects information  sent  from a customer's bank 
to a seller's account through a payment processor. A payment gateway is a processor that 
notifies you of a payment denial or approval, but processes the transaction by seamlessly 
collecting card information from the customer's issuing bank (credit / debit card) for sending 
to your merchant account.  
 
The payment processor acts as a shuttle, delivering information from the issuing bank's 
credit card customers  to the merchant account. The merchant account will eventually accept 
the payment. Payment processors facilitate the transfer of payments by verifying the security 
of the card and transferring funds from the issuing bank to the merchant's account.  
 Once the credit card transaction is processed and approved, the payment processing 
company will facilitate the transfer of funds from the issuing bank to the merchant account. 
This bank account allows businesses to accept credit, debit, and digital payments. 
 

Payment Processing and Merchant Processing 
 
The POS system is the core of the merchant's payment infrastructure. Point-of-sale systems 
include hardware and software that enable merchants to receive payments, track inventory, 
and facilitate other business functions such as scheduling and payroll.  
 
With point-of-sale systems, you can choose from a variety of payment options, including  
credit cards such as American Express,  digital wallets, debit cards, and online payments. 
Ultimately, the retailer's point-of-sale completes sales transactions such as sales tax 
calculation, promotional settlement, and receipt provision.  
Payment processors are not the same as point-of-sale systems. However, some 
point-of-sale systems provide payment processing and  payment gateways as a bundled 
service. Find out more about POS systems and how they work.  
 
 Payment processors and payment gateways are not the same, but both are an integral part 
of completing a credit or debit card transaction. The payment gateway establishes a secure 
connection for encrypting credit card information. The payment gateway securely transfers 
the data  while the payment processor transfers the funds.  
 

Payment Processing Company 
 
The payment gateway verifies the authenticity of the card while preventing the disclosure of 
customer's personal information  during transactions. When the cardholder makes a 
purchase, the data from the card is entered into the payment gateway and  sent to the 
payment processor. The payment processor communicates with the issuing bank that 



accepts the invoice. When the card issuer confirms the transaction, the code is sent to the 
payment processor, who sends the code to the payment gateway.  
 
The seller and customer then receive a  message to the card reader that the payment has 
been completed. The whole process takes only  a few seconds.  
If you accept credit and debit cards through a point-of-sale system that offers this technology, 
you may not need a separate payment gateway. For example, Block's point-of-sale system 
captures customer details and works directly with payment gateways to route funds from the 
issuing bank to the merchant bank.  
 
The payment gateway may be integrated with a virtual credit card terminal or provided as an 
internal service by the payment processor, allowing merchants to work with one entity to 
complete a cardholder's transaction. Enterprises of all sizes need to consider the importance 
of security. The additional layer of protection provided by payment gateways is attractive to 
many enterprises. 

Payment Processing Services  
A charge processor handles credit score and debit card transactions for traders, basically 
performing because the mediator. Payment processors are searching for acclaim for a 
transaction, speak with the cardholder’s issuing bank, and switch the budget right into a 
service provider account. Businesses can choose a subscription-primarily based totally 
charge processing provider with a month-to-month rate—there are numerous pricing models. 
Merchants can incur charges in keeping with credit score/debit card transaction.  
 
These charges can encompass an interchange price, in any other case referred to as a 
swipe rate, this is charged via way of means of the credit score card issuer. Payment 
processors commonly have transaction charges which might be both interchange-plus or a 
flat-price. The interchange-plus version is wherein the processor feeds the constant 
interchange rate and an extra rate on the pinnacle of that.  
 
For example, a processor would possibly price 1.8% of the acquisition because of the 
interchange rate after which an extra percent or rate as well, together with 0.3% or 7 cents. 
Flat-price charges are a static price, commonly above the interchange price. A processor 
would possibly price a 2.9 based on the transaction, which could lower the rate of the 
interchange price after which some. 

Payments For Platforms 
Some processors will price flat month-to-month charges for a charge gateway or service 
provider account that covers those critical services. Merchants can also be required to pay 
incidental charges for conditions like a chargeback or inadequate budget. 
 
According to the PCI Security Standards Organization, charge processors need to adhere to 
the Payment Card Industry Data Security Standard (PCI-DSS). PCI compliance calls for a 
cardholder’s information to be effectively processed, transmitted, and saved via way of 
means of traders and provider vendors all through the charge process. It is vital that 



enterprise proprietors pick a credit score card processor that is PCI-compliant. The 
protection of your customers’ statistics is pivotal to jogging a a successful and worthwhile 
enterprise. 
 
If an employer tactics in-man or woman transactions, the enterprise proprietor need to 
additionally not forget POS structures that are painted with EMV chip playing cards. EMV 
playing cards upload some other layer of protection in opposition to fraud for in-man or 
woman sales. Embedded playing cards are the brand new preferred for fraud safety and 
maximum charge processors can offer EMV like minded terminals. 
 
Some charge processors package services, presenting a charge gateway and service 
provider account so that you can paint with an unmarried credit score card processing entity 
to finish transactions. 
 
A charge processor enables credit score card and debit card transactions. Payment 
processors manage credit score card transactions and are frequently called credit score card 
processors. 
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