
State of the payments industry:

How airlines can leverage payments 
to improve profitability



Towards independence

or

interdependence?



As people and businesses, 
we grow through 3 stages

From dependence … to independence… to inter-dependence



Where are airlines 
re payments?

Yesterday’s
position 

Today’s
position

Tomorrow?



What happened 
until recently?

Yesterday’s
position 

ÅAirlines did not pro-actively manage 
payments acceptance or issuing
ï“we have no choice”

ÅAirlines used to be completely dependent
on card schemes and on banks

ÅThere was no Airline Payments Summit!



Today’s
position

ÅEdgar, Dunn & Company and Airline 
Information conducted a survey
ï70 airline respondents

ÅExclusive presentation of survey 
findings

ÅKey finding: airlines want to and are 
becoming independent
ï“we have the choice and we are using it”

ïAFOP, surcharging, card issuing

What is happening 
now?



ÅSurvey based on 70 online responses and primary interviews
ïEurope, Asia Pacific, Middle-East Africa, North America
ïNetwork carriers and low cost carriers

ÅKey topics covered in this presentation
ïTotal cost of acceptance
ïAlternative forms of payment
ïSurcharging
ïFraud
ïCard issuing

Airline payments
survey



Cost of acceptance?



ÂAirlines typically know their average 
Merchant Discount Rate (MDR)

ÂHowever it can be harder for airlines to 
quantify other acceptance costs
- cash-flow, internal staff for back-office 
or IT, fraud write-offs, etc.

ÂOne-off IT projects are typically multi-
million investments
- PCI compliance, alternative forms of 
payment (AFOP) acceptance, etc.14%

28%

33%

17%

8%

<$3

$4-$6

$7-$10

$11-$15

>$15

AVERAGE TOTAL COST OF ACCEPTING CARDS
(per airline ticket)

Cost of Acceptance

Starting point: a typical cost of acceptance of
$7 - $10 per airline ticket



ÂTypically Asia Pacific respondents 
believe costs will decrease vs. Americas 
respondents believe costs will increase

Âά²Ŝ ǎƘƻǳƭŘ ƎŜǘ ōŜǘǘŜǊ ǊŀǘŜǎ ǘƘǊƻǳƎƘ 
ŎƻƴǎƻƭƛŘŀǘƛƻƴ Χ ǿŜ ƘƻǇŜ ŦƻǊ мл-20% 
ǎŀǾƛƴƎǎ ƻǾŜǊ ǘƘŜ ƴŜȄǘ о ȅŜŀǊǎΦέ

Âά5ŜŎǊŜŀǎŜΣ ŘǳŜ ǘƻ ǘƘŜ ǇǊŜǎǎǳǊŜ ƻƴ 
interchange, regulations and an 
ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ǳǎŜ ƻŦ !Chtέ

TRENDS IN COST OF ACCEPTING CARDS
(% of respondents indicating answer)

Cost of Acceptance

Decrease 

by 11%+, 

8%

Stay the 

same

, 18%

Decrease 

by 0-10%, 

34%

Increase by 

11%+, 10%

Increase by 

0-10%, 30%

42%

40%

Future trend in cost: respondents split equally 
between optimists and pessimists



AFOP?



AFOP: example of LH accepting 
PayPal in >40 countries

Alternative Forms of Payment 



DO YOU ACCEPT
AFOP TODAY?

WHICH AFOP?

Alternative Forms of Payment 

73% 62%

29%

Debit
cards

Bank
transfers

E-wallet

No, 

37%

Yes, 

63%

Majority of respondents accept AFOPs: debit cards 
(often unknowingly), bank transfers and e-wallets

Â63% of respondents currently accept 
AFOP

ÂTop 3: debit cards, bank transfers, e-
wallets

ÂFor debit cards, airlines can not identify 
debit vs. credit for MasterCard-Visa 
cards

Â In some cases, airlines already accept 
domestic debit cards (not MasterCard-
Visa) unless PIN-based



Â50% of respondents believe AFOPs will 
represent more than 10% of total 
airline ticket sales

ÂTypically strong focus on online direct 
sales (targeted at consumers / leisure 
travelers) and potentially via travel 
agents

Â In many cases, acceptance of AFOP is 
linked with “surcharging” strategy (see 
“surcharging” slides) as a way to 
becoming independent

Penetration of AFOP out of 
ǘƻǘŀƭ ǎŀƭŜǎ ƛƴ о ȅŜŀǊǎΩ ǘƛƳŜ

Alternative Forms of Payment

21%

22%

28%

28%0-5%

6-10%

11-15%

>15%

AFOP as % of total sales

And half of respondents believe that AFOPs 
will become significant (>10% of total ticket sales)

50%



Â59% of respondents will accept the 
“top 3” AFOP

ÂFollowed by prepaid cards: especially 
relevant in markets with large 
unbanked population (e.g., USA) or 
widespread prepaid cards (e.g., Italy)

ÂOther AFOP depending upon local 
preferences: for instance, “credit at 
POS” is widespread in countries such as 
USA, Brazil, Singapore

WHICH AFOP WILL YOU ACCEPT?

Alternative Forms of Payment

59% 59% 59%

38%
33% 33%

Bank
transfer

Domestic
Debit
Card

Electronic
wallet

Prepaid
cards 

Cash
transfer

Credit at
Point of

Sale

Over 2/3 of respondents will accept 
bank transfers, domestic debit and e-wallets



Â53% of respondents indicate their 
airline plans to offer mobile payments 
in the next 3 years

Â97% of respondents from airlines that 
will offer mobile payments, indicate 
their airline will offer remote payments

ÂConsistent with industry consensus as 
NFC enabled mobile handsets will not 
be available in the near term

WILL OFFER MOBILE 
PAYMENTS IN 3 

YEARS?

TYPE OF MOBILE 
PAYMENT TO BE 

OFFERED

Mobile Payments

68%

97%

Proximity Remote

Yes, 

53%

No, 

47%

Will mobile payments emerge 
as a major AFOP?



Mobile payments:
Example of Nokia Money (e.g., India)



Surcharging?



Examples: KLM and Qantas surcharging on all channels

Qantas has been 
surcharging in 
Australia on all 

channels

KLM started 
surcharging in 
!ǳƎΦ Ωлф ƻƴ ŀƭƭ 
channels in NL

Surcharging



Â Independence: increased merchant 
freedom

Â71% of survey respondents believe that 
the use of surcharging by airlines will 
increase over the next 3 years

Âά{ǳǊŎƘŀǊƎƛƴƎ ǿƛƭƭ ƛƴŎǊŜŀǎŜ ŘǳŜ ǘƻ ǘƘŜ 
opportunities presented by SEPA and 
ǘƘŜ t{5Φέ

Âά²Ŝ ǿƛƭƭ ǘǊȅ ǘƻ ƛƳǇƭŜƳŜƴǘ ƛƴ ŜŀŎƘ 
market where it is allowed. Likely to be 
fixed price per ticket and try to stay 
ōŜƭƻǿ ƻǘƘŜǊǎ ƛƴ ǘƘŜ ƳŀǊƪŜǘΦέ

TRENDS IN SURCHARGING
(% of survey respondents indicating answer)

Surcharging

Increase 

signific., 

37%

Increase 

slightly, 

34%

Decrease 

signif., 5%

Stay the 

same, 25%

Large majority of respondents plan 
on expanding use of surcharging



Fraud?



Â46% of respondents stated their fraud 
rate to be 0.2%-0.5%

ÂAnd 42% are concerned that fraud will 
increase

ÂάCǊŀǳŘ ǿƛƭƭ ƭƛƪŜƭȅ ƛƴŎǊŜŀǎŜ ōŜŎŀǳǎŜ 
airlines are easy targets.Airlines are 
not taking the right steps for 
protection, and issuing banks need to 
ōŜ ƘŀǊŘŜǊ ǿƛǘƘ ǎŎǊŜŜƴƛƴƎκ ŀǇǇǊƻǾŀƭǎΦέ

TRENDS IN FRAUD LOSSES
(% of respondents indicating answer)

Fraud

Decrease 

by 11%+, 

12%

Stay the 

same, 28%

Decrease 

by 0-10%, 

18%

Increase by 

11%+, 12%

Increase by 

0-10%, 30%

30%

42%

More respondents
expect further increase in fraud rates



ÂAs can be expected, the online channel 
is viewed as most risky

ÂMany airlines have started seeing 
online fraud reduction after large 
investment (IT, people)

ÂHowever call centre fraud is becoming 
an increasing concern

ÂάCǊŀǳŘ ƛƴ Ŏŀƭƭ ŎŜƴǘǊŜ ƛǎ ƛƴŎǊŜŀǎƛƴƎ ŀƴŘ 
there is no proper way to handle 
ŎŀǊŘƘƻƭŘŜǊ ŀǳǘƘŜƴǘƛŎŀǘƛƻƴέ

Online, 

57%

Other, 6%

Call Centre, 

36%

Physical 

POS, 1%

Fraud

CHANNELS WITH THE MOST SIGNIFICANT FRAUD RISK
(% of survey respondents indicating channel)

Call centres
are becoming a concern for 1/3 of airlines



Card issuing?



Example of issuing activities

Å Launch of GOL Corporate Card 
in October 2009

ÅFirst UATP issuer in LAC
ïά¦!¢t ƛǎ ŀ ǾŀƭǳŀōƭŜ ǘƻƻƭ ǘƻ 
ǎǘǊŜƴƎǘƘŜƴ Dh[Ωǎ Ǉƻǎƛǘƛƻƴ ŀƳƻƴƎ 
corporations and travel 
agencies, while reducing our 
ŘƛǎǘǊƛōǳǘƛƻƴ ŎƻǎǘǎΦά
Tarcísio Gargioni, GOL’s vice-
president –Marketing and 
Services

Card Issuing



Â47% of respondents already issue their 
own card (e.g., UATP, private label)

ÂStrong interest in starting to issue own 
card (among non-issuing airlines):
-co-brand cards: 64%
-prepaid: 47%
-UATP: 43%

Â In Europe, new opportunities 
associated with “Payment Institution” 
status (enabled by PSD as of Nov. ’09), 
another option for independence

TRENDS IN USE OF AIRLINE ISSUED CARDS
(% of respondents indicating answer)

Card Issuing

Decrease, 

10%

Increase, 

61%

Stay the 

Same, 29%

Airlines seem increasingly
interested in leveraging issuing-side opportunities



Where are we going tomorrow?



ÂAs can be expected, airlines are most 
concerned about future changes in 
acceptance cost and fraud 

ÂInterestingly, “operational complexity” 
is becoming a top 3 concern

ÂComplexity concern mostly driven by 
adoption of AFOP, surcharging, issuing 
own cards, etc.

ÂHence increasing importance of 
interdependence, ie collaboration

Biggest payment threats in next 3 years?

Future?

49%

48%

37%

28%

22%

Acceptance cost

Payment fraud

Operational complexity

Regulatory constraints

Acquiring bank interest /
capabilities

Future threats:
Acceptance cost, fraud and complexity



What will happen in travel payments?

Tomorrow?

ÅNext phase: inter-dependence?
ï“There are hundreds of other businesses 

that we depend on to assist us in creating 
an outstanding retail shopping experience
for our customers. We view our trade 
partners as allies in serving our 
stakeholders. - Whole Foods, Declaration 
of Interdependence

ÅOpportunities for collaboration (being 
part of the solution) with payment 
suppliers: new technologies, new 
products, new markets, etc.



One certainty:
a lot of big changes ahead!

Black Swan(Nassim Taleb): 
άƻǳǘƭƛŜǊέ ŜǾŜƴǘǎ ǿƛǘƘ ƘƛƎƘ ƛƳǇŀŎǘ

RBS sells

Merchant 

Services

?

Future of 

EU debit 

cards?

Impact of 

surcharging

?

Mobile 

payment 

takes over?

http://en.wikipedia.org/wiki/File:Cygnus_Atratus_Singapore.jpg


If you have more questions or happen to be in Paris

Pascal Burg

Director ïTravel Practice

Edgar, Dunn & Company

+33 (0)1 72 75 73 03

pascal.burg@edgardunn.com

Global Consultants in Payments

USA: Atlanta,  

San Francisco

Australia: Sydney

Europe: London, 

Paris, Frankfurt

Singapore

Contact Information

mailto:pascal.burg@edgardunn.com

