
 

ACS Submission: PSR Five-Year Strategy  

ACS (the Association of Convenience Stores) welcomes the opportunity to respond to the proposed 

PSR Strategy. ACS represents 33,500 local shops and petrol forecourts including Co-op, McColls, 

BP and thousands of independent retailers, many of which trade under brands such as Spar, Nisa 

and Costcutter. Further information about ACS is available at Annex A.  

 

Convenience retailers operate consumer-led businesses which respond to changing demands for 

payment services from their customers. The convenience sector uniquely trades within all types of 

communities and makes a valuable contribution to financial inclusion, for example by providing bill 

payment services (in 76% of stores), cashback (70%), free-to-use ATMs (49%), Post Offices (24%) 

and pay-to-use ATMs (23%)1. 

 

The predominant payment methods accepted are cash (in almost all stores), debit (97%), credit 

(95%), contactless (85%), mobile (85%) and card-not-present transactions (51%)2. This payments 

mix and the use of payment methods in the sector is diversifying rather than following a simplistic 

transition from cash to digital. ACS’ Voice of Local Shops Survey finds that for most the total cost of 

processing cash and card payments (including labour time, service charges and banking costs) is 

about the same (58%), with cash cheaper for 31% of stores and card cheaper for 11%3. 

 

Reliable, efficient and cost-effective payments systems are crucial for convenience retail 

businesses. This strategy strikes a balance between protecting access to existing methods of 

payment such as cash and embracing innovation by encouraging competition. We recommend the 

PSR proactively works with HMT officials to ensure access to cash legislation does not undermine 

the sustainability of the LINK ATM network and considers potential interventions for use if access to 

cash via the network worsens.  

 

Convenience retailers are increasingly aware of rising payment processing costs but navigating the 

acquirer market remains highly complex due to diverse fee structures and a burdensome switching 

process. The market review into acquiring services should proceed with remedies identified in the 

interim report and ensure merchant service charges cover all non-MSC fees to provide greater 

transparency to business. The PSR must also act to control escalating card scheme fees in addition 

to encouraging competition from new fintechs using new open banking facilities. Key to the success 

of emerging payment options will be business awareness and trusted consumer protections.  

 

 

For more information, please contact Steve Dowling, ACS Public Affairs Manager, via 

steve.dowling@acs.org.uk 

 

 

 

 

 
1 ACS Local Shop Report 2021 
2 ACS Local Shop Report 2021 
3 ACS Voice of Local Shops Survey: August 2020 

mailto:steve.dowling@acs.org.uk


Payments and Payment Systems in the UK 

 

Do you think the key trends we have identified adequately capture the most important 

system-level changes payments and UK payment systems are likely to experience over the 

next five years?  

 

Yes. The pandemic has somewhat accelerated existing trends towards digital payment methods, 

although a significant proportion of convenience store customers remain reliant on cash. Covid-19 

preceded an initial reduction in cash payments as retailers were advised to encourage contactless 

payments, which has now partly reversed and stabilised. 65% of transactions were paid for using 

cash in independent and symbol group convenience stores in June 2021, compared to 78% in 

February 2020 (see Figure A)4. The proportion of transactions by payment method varies 

considerably depending on store location and customer profile. Cash use in the sector is higher than 

the wider economy due to low average basket spends (£10.82)5. 

 

Only 13% of retailers expect to handle more cash in five years’ time, compared to 74% who either 

disagree or strongly disagree6. 

 

Our Priorities 

 

Do our strategic priorities provide the coverage, focus and flexibility we need to achieve the 

outcomes we want to focus on over the next five years?  

 

Access to Payment Services  

 

Securing long-term access to cash is important for financial inclusion, national economic security 

and preventing spikes in payment processing costs for retailers. The PSR should work closely with 

HMT on its legislative proposals to ensure they do not create undue risk to the future of the PSR-

regulated LINK ATM network. We are concerned the proposed method-agnostic approach of setting 

minimum access requirements alone would precede accelerated moves away from established 

 
4 Evolution of Payments in the UK’s Independent Convenience Stores. The Retail Data Partnership. June 2021 
5 ACS Local Shop Report 2021 
6 ACS Voice of Local Shops Survey: May 2018 
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cash access infrastructure towards less suitable or secure withdrawal facilities. This could artificially 

reduce cash use further.  

 

The PSR must be prepared to act if national coverage of the LINK ATM network worsens. We 

understand setting exact parameters for additional interventions is difficult, but data must inform 

swift action where appropriate, for example if a bank left the network. The PSR should continue to 

work with LINK to reduce the number of cash deserts caused by the closure of ‘protected’ ATMs. 

We do not support mandating acceptance of any payment method in shops, which would signal a 

collective failure of the payments industry to manage business processing costs and accessibility.  

 

Promoting Competition  

 

We are already starting to see limited competition within and between payment systems increase 

costs for convenience retailers. Increasing card scheme fees from Visa and Mastercard are 

unavoidable for retailers and barriers to entry are too high for new competitors. Convenience 

retailers are increasingly reviewing the cost of processing payments due to awareness about 

evolving consumer preferences and rising fees. The PSR should indeed encourage the use of Open 

Banking by fintechs to offer new payment services for retailers. Key to the success of this increased 

competition from alternative payment systems will be increasing business awareness and ensuring 

consumer protections are trusted.  

 

Encouraging these new payment services should occur alongside measures to intervene on 

excessive card scheme fees, especially as debit and credit card payments will remain predominant 

over the timeframe of this strategy. The threshold for intervention has surely been reached – the 

PSR’s own research confirms scheme fees more than doubled from 2014 to 2018, with most fee 

increases occurring since the Interchange Fee Regulation. These fees are continuing to increase at 

a rapid pace with no choice but to pay for convenience retailers and the countless variables behind 

fees making it difficult to understand bills. This ultimately causes higher costs for consumers. The 

PSR must include reducing scheme fees in its strategy and has the appropriate regulatory powers 

to tackle this ongoing and anti-competitive harm at the centre of the payments industry.  

 

Limited competition also underlines the importance of the market review into the supply of card 

acquiring services. The complexity of acquirer bills is preventing retailers from accurately 

forecasting bills with changes in fees often opaque and not clearly communicated. Fee structures 

are diversifying beyond the headline merchant service charge and the switching process is highly 

burdensome, especially when handling possible changes in acquirer-supplied payment terminals 

and auditing PCI DSS compliance. We support the following measures: requiring contracts with 

acquirers to have an end date to prompt comparisons, banning automatic renewals and reducing 

exit fees for hardware contracts to accept card payments, and more accessible and interpretable 

pricing information which covers all non-MSC fees. 

 

How we will measure whether we are achieving our strategic priorities 

 

Do you think the measures we propose will help us to assess whether we are achieving our 

strategic priorities?  

 

Yes, but more can be done. The PSR should measure the availability of key payment systems, 

including outages or downtime of different payment systems. LINK should continue to report on the 

trading status of its ‘protected’ ATMs while the PSR should monitor changes in market share and 

key price indicators for different payment systems, for example card scheme fees and acquirer fees.  



 

We recommend the Strategy is amended to include measurable and time-bound objectives for 

different payment methods. This should be supported by further quantifiable thresholds to determine 

when unacceptable harm is caused and further intervention is required. These thresholds should be 

developed via consultation, publicised and could use existing metrics such as those mentioned 

above. Developing these thresholds and measurable objectives would communicate confidence in 

the PSR’s capabilities as an established regulator. We would also support the House of Commons 

Treasury Select Committee reviewing the PSR’s performance against its agreed statutory 

objectives.   

 

Do you know any existing sources of data we can use to assist our metrics? 

 

ACS has several research sources which can inform the PSR’s evidence. This includes the ACS 

Local Shop Report and monthly payments data taken direct from retailer ePOS systems in 

partnership with The Retail Data Partnership. The ACS Voice of Local Shops Survey is a quarterly 

telephone poll of 1,210 independent retailers which we have used for payments research. We are 

willing to share more details on ACS’ full research options.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Annex A – About ACS 

 


