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Debit cards have been more costly for U.S. merchants to accept than cash in recent years, though the reverse is true for
merchants in other countries.

Although studies consistently find that credit cards are the most costly payment method for merchants to accept in person,

research has been mixed on the relative acceptance costs of debit cards versus cash. To accept debit cards, for example,

merchants pay interchange fees for processing card transactions among other costs—and despite regulation in the United

States to cap interchange fees, some U.S. merchants still consider these fees too high. Cash transactions also impose costs:

merchants may pay bank fees to deposit cash or hire employees to count and sort it.

Fumiko Hayashi examines which of two payment methods—cash or debit cards—is more costly for merchants to accept in

person in six countries: the United States, Australia, Canada, the Netherlands, Norway, and Sweden. She finds that debit cards

have been more costly for merchants to accept than cash in the United States in recent years, while cash has become more

costly to accept than debit cards in the other five countries. Two factors explain this difference. First, although interchange

fees are just one component of merchants’ debit card acceptance costs, the fees alone are higher than the total cost of accepting

cash in the United States. Second, the number of cash transactions has declined at a much slower pace in the United States than

in other countries, keeping the cost of accepting cash from rising.
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