Assignment: Credit Card vs. Debit Card Processing

In today's business environment we make extensive use of credit and debit cards to process payments.  Customers prefer them as a form of payment therefore merchants are willing to take them as a form of payment.  However, they are not created equally.  This is especially true when using these forms online. 
Borrowed Funds: When you use a credit card, you’re borrowing money from a line of credit provided by the card issuer. You repay this amount later, either in full or overtime.
Interest and Fees: If you don’t pay off your balance in full by the due date, you’ll incur interest charges. Credit cards may also have annual fees, late payment fees, and other charges.
Credit Score Impact: Using a credit card responsibly can help build your credit history and improve your credit score. Late payments or high balances can negatively affect your score.
Rewards and Benefits: Many credit cards offer rewards such as cash back, travel points, or other perks. They may also provide additional benefits like purchase protection and extended warranties.
Fraud Protection: Credit cards typically offer strong consumer protection against fraud. Your liability for unauthorized charges is usually limited to $50, and many issuers offer zero liability policies1.
Debit Cards:
Direct Funds: Debit cards are linked directly to your checking account. When you make a purchase, the money is immediately deducted from your account.
No Interest: Since you’re using your own money, there are no interest charges. However, you might incur overdraft fees if you spend more than your account balance.
No Credit Impact: Debit card usage does not affect your credit score, as it doesn’t involve borrowing money.
Limited Rewards: Some debit cards offer rewards, but they are generally less generous than those offered by credit cards.
Fraud Protection: While debit cards also offer fraud protection, the process of recovering stolen funds can be slower and more complicated compared to credit cards too.
Key Differences
Spending Limit: Credit cards have a credit limit set by the issuer, while debit cards are limited by the available balance in your bank account.
Payment Timing: Credit card purchases are paid back later, often with a grace period, whereas debit card transactions are settled immediately.
Building Credit: Credit cards can help build your credit history, while debit cards do not impact your credit score.
Choosing between a credit card and a debit card depends on your financial habits and needs. Credit cards can be beneficial for building credit and earning rewards, while debit cards offer a straightforward way to manage spending without the risk of debt.
List and discuss THREE key functions or advantages of how a credit card works. 

List and discuss THREE key functions or advantages of how a debit card works. 
List and discuss the key differences between a credit card and a debit card. 
Discuss what happens when you use a Debit card as a Credit card. 
When should you use a credit card instead of a debit card?
When should you use a debit card instead of a credit card?
Discuss how a Merchant is affected by your choice of "Debit vs Credit"?  How do the merchant fees differ between the two types of cards?


Cash App
Standard Fee: Cash App charges a 2.75% fee per transaction for business payments.
Instant Deposit Fee: If you want to transfer funds instantly to your bank account, there’s an additional 1.5% fee.

Authorize.net
History: Founded in 1996 by Jeff Knowles, Authorize.net is a payment gateway service provider that allows merchants to accept credit card and electronic check payments through their website and over an Internet Protocol (IP) connection. It became a subsidiary of Visa Inc. in 20101.
Goals and Role in E-commerce: Authorize.net aims to provide secure and reliable payment processing solutions for small to medium-sized businesses, enhancing their ability to conduct online transactions1.
Costs and Fees:

Setup Cost: There is no setup fee for Authorize.net2.
Monthly Fees: The monthly gateway fee is $252.
Transaction Fees: For the all-in-one plan, the fee is 2.9% + $0.30 per transaction. For the gateway-only plan, the fee is $0.10 per transaction plus a $0.10 daily batch fee2.
Additional Fees: There are no additional fees beyond the standard pricing, except for optional services like Account Updater and eCheck payments2.
Special Services and Discounts:

Authorize.net offers discounted rates for nonprofit organizations3.
Mobile Payment Processing:

Authorize.net supports mobile payments through its mobile app and compatible card readers, allowing businesses to accept payments on the go4.
Key Issues:

Technology: Authorize.net faces challenges related to maintaining secure and up-to-date API connections and handling system maintenance without disrupting services5.
Business: Competing with newer, more agile payment processors that offer lower fees and more modern interfaces5.
Future Outlook:

Authorize.net is likely to continue focusing on enhancing security features and expanding its mobile payment capabilities to stay competitive in the evolving e-commerce landscape6.


PayPal
History: Established in 1998, PayPal was one of the first online payment processors. It has grown into a global leader in digital payments, enabling transactions across multiple platforms and devices7.
Goals and Role in E-commerce: PayPal’s mission is to democratize financial services and empower people and businesses to exchange value more efficiently7.
Costs and Fees:

Setup Cost: There is no setup fee for PayPal.
Monthly Fees: PayPal does not charge a monthly fee for its standard business accounts.
Transaction Fees: For domestic transactions, the fee is 3.49% + $0.49 per transaction. For international transactions, an additional 1.50% fee applies1.
Additional Fees: PayPal may charge fees for currency conversions, chargebacks, and other specific services.
Special Services and Discounts:

PayPal offers discounted transaction rates for registered charities and nonprofits.
Mobile Payment Processing:

PayPal supports mobile payments through its app and mobile card readers, allowing businesses to accept payments anywhere8.
Key Issues:

Technology: PayPal must continuously innovate to stay ahead of security threats and improve user experience.
Business: Managing regulatory compliance across different countries and maintaining competitive transaction fees9.
Future Outlook:

PayPal is expected to expand its services further into financial technology, including cryptocurrency transactions and enhanced mobile payment solutions10.
Domestic Transactions: PayPal charges 3.49% + $0.49 per transaction for online payments1.
International Transactions: An additional 1.50% fee is applied on top of the domestic transaction fee1.
QR Code Transactions: For in-person payments using a QR code, the fee is 1.90% + $0.10 per transaction2.
Venmo
Business Profile Transactions: Venmo charges 1.90% + $0.10 per transaction for payments made to a business profile3.
PayPal Integration: Since Venmo is owned by PayPal, the fees for using Venmo through PayPal are similar, typically 3.49% + $0.49 per transaction2.
Each platform has its own advantages and specific use cases, so the best choice depends on your business needs and customer preferences. Do you have a preference or specific requirement for your business?

Square

History: Founded in 2009, Square initially focused on online payments but has since become a leader in mobile payment processing. It provides tools for businesses to accept payments in various locations11.
Goals and Role in E-commerce: Square aims to simplify payment processing for small businesses, offering a range of services from point-of-sale systems to online payment solutions11.
Costs and Fees:

Setup Cost: There is no setup fee for Square.
Monthly Fees: Square does not charge a monthly fee for its basic services.
Transaction Fees: The fee is 2.6% + $0.10 per transaction for in-person payments and 2.9% + $0.30 for online transactions11.
Additional Fees: Square may charge additional fees for premium services and hardware.
Special Services and Discounts:

Square offers special pricing and services for small businesses and startups, including financing options and business management tools.
Mobile Payment Processing:

Square excels in mobile payment processing, providing mobile card readers and a comprehensive mobile app for accepting payments anywhere11.
Key Issues:

Technology: Ensuring the reliability and security of its mobile payment systems.
Business: Competing with established payment processors and expanding its market share11.
Future Outlook:
Square is likely to continue innovating in mobile and online payment solutions, expanding its ecosystem of business tools and services11.

