PCI Compliance Requirements vs.
Minnesota’s Lack of a Debit Card System

Introduction
As a consumer, you’ve probably noticed that the bank card used to withdraw money from an ATM still requires, when used at a grocery store or gas station, that you select credit, not debit. Your bank card probably has “debit card” written on it. When you use the card at a retail business, the monies come directly out of your checking account, but it is treated as a credit card.  Minnesota, unlike most states, does not support a debit card system.  Retail merchants are charged more to process your transaction as a credit card, than as a debit card.  Those extra processing costs exceed 1%, costs which are passed on to the consumer.

Why Doesn’t Minnesota Have a Debit Card System?
Banks, who issue cards, receive higher fees when they are processed as credit cards rather than debit cards.  Minnesota, unlike adjoining states, has not required that the banks adopt a debit card system.  The result is many millions of extra processing costs each year.

What Is PCI Compliance and Why Is It Important Now?
Payment Card Industries (“PCI”) standards are a set of rules and requirements developed by Visa, MasterCard, Amex, Discover and JCB.  These PCI standards provide operating guidelines and retail system hardware and software requirements that were developed to protect consumer credit card data.  The deadline for upgrading to PCI compliance standards was July 1, 2010, but has been pushed back to October 1, 2010.  Credit card issuers threaten that they will no longer process the transaction of retailers who have not complied by the deadline, although it is possible the deadline will again be pushed back.
What’s the Problem with PCI Compliance?
For retailers, there are two issues.  First, the cost of PCI compliance is significant. Gas stations with a multiple card reader on the gasoline dispensers plus the credit card transaction equipment in the store, face up to a $20,000 upgrade expense.  Second, much of the cost of PCI compliance is installing pin pads and outdoor gasoline dispenser key pads, to allow debit card processing.

This means that Minnesota retailers are being required to spend thousands of dollars to upgrade to PCI compliance including pin pads for debit card usage, and yet they cannot process the cards as debit cards.
The Cost of Credit Card Processing
The cost of credit card processing is a tremendous expense for Minnesota retailers and consumers.  For many gasoline dealers, the credit card processing fees exceed even their monthly mortgage payment.  This is a hidden cost that inevitably gets passed on to consumers. A 1% difference in credit card processing means a difference of 2½¢ to 4¢ per gallon of gasoline, given the price levels over the last two to three years. For gasoline, where profits are measured in pennies per gallon, the result is that Minnesota retailers and consumers are paying more for transactions on bank cards, because they cannot be processed as debit cards.  PCI compliance standards, with the requirement that dealers install pin pads or key pads, add additional costs.  Since PCI compliance standards envision consumers protecting against card fraud by using their pin number with their debit card, the result is a system that adds costs without benefiting the retailers or consumers of Minnesota with the lower debit processing fees.

Solution
The solution is to require that bank cards are processed as debit cards in Minnesota.  An interim solution may be a moratorium on PCI compliance until a debit card system can be developed and instituted.
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