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Payment is a key pillar to support the recovery of the airline industry 
and to “unlock value creation”

The Covid-19 crisis had a significant impact on the travel 
industry across the globe and encouraged airlines to review 
their business models, including how they accept payments

The pandemic impacted the travel industry by significantly 
reducing activity and changing customer expectations, 
fostering digital innovation and influencing the exit or 
entry of players in the industry

The crisis has brought to light some of the internal 
challenges that airlines had to face related to payments, 
such as handling large volumes of chargebacks and 
refunds, addressing cash-flow issues, implementing new 
payment methods, reviewing contracts with payment 
providers, etc.

IATA’s Digital, Data and Retailing (DDR) Symposium in late 
2021 identified three pillars to “unlock value creation” 
including “control of payment"

Due to the important contributing role that payment can 
play in the recovery and in unlocking value creation, Edgar, 
Dunn & Company (EDC) partnered with IATA to undertake 
an Airline Payment Cost and Revenue Drivers Study
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Extract from IATA’s DDR Symposium

IATA’s Industry Recovery Tracking



The objective of this Study is to better understand the costs and 
revenues associated with payments for the airline industry globally

In order to support the recovery and unlock value creation, having a good understanding of payment-related cost 
and revenue drivers is crucial

The airline payment ecosystem is highly complex due to the number of stakeholders involved in the value chain (see 
simplified diagram below) and due to the multitude of sales channels

EDC undertook the Study to provide a baseline across four cost and two revenue drivers associated with payments*

The Study leveraged IATA’s data to estimate the relevant 2019 payment value and included bilateral interviews with 
10 airlines across different regions (Americas, Europe, Middle East Africa and Asia Pacific) to validate key 
assumptions for cost and revenue drivers
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card programmes



The Study used a total payment value of $977 billion as a starting point 
to estimate the impact of payments for the airline industry 

The industry passenger payment value, used as a baseline for the Study, includes multiple elements

IATA developed an accurate total payment value that is based on the last “normal” full year, i.e., 2019

For the Study, the total payment value accounted to $977 billion: it includes elements such ancillaries, surcharges, taxes 
collected by the airlines and refunds

It is worth noting that airlines collected $93 billion in fees and taxes in 2019 on behalf of third parties (for which they are 
charged the related merchant fees)
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Industry Passenger Payment Value 2019 

Source: IATA
Note 1: Including fuel surcharges and other airline service fees
Note 2: Taxes, Fees and Charges collected by Airline on the passenger ticket on behalf of Airport, local tax authorities etc.

2019 Pax 
Payment 

Value

1 2



In summary, the Study estimated total acceptance costs of $20bn 
but could only qualitatively measure the (positive) revenue impact

Based on 2019 payment value, industry-level payment acceptance costs could be quantified at $20bn, but the revenue 
impact of payments could not be quantified as airlines were not able to provide the supporting data

Nearly all interviewed airlines acknowledge that optimizing payment acceptance can have a positive impact on revenues

With the right data collection and analytics tools, airlines will be better equipped to measure this impact on passenger 
and ancillary revenues
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Industry Payment value
Payment Cost and Revenue 

Drivers
Interviews with Airlines

Cost & Revenue Sizing 
Results

▪ The baseline used in the 
Study was the 2019 total 
airline industry payment 
value

▪ This represents the total 
value paid by travellers to 
airlines (including $93bn of 
fees and taxes)

▪ The four cost drivers and 
two revenue drivers 
include a number of 
subcategories and key 
assumptions

▪ These cost and revenue 
assumptions were 
validated with the help of 
10 airlines

▪ The Study included 10 
bilateral interviews with 
airlines from different 
regions to validate the key 
cost and  revenue 
assumptions

▪ The feedback from the 
airlines was anonymised 
and aggregated*

▪ Due to the lack of 
supporting quantitative 
data from airlines, it was 
not possible to estimate 
the revenue impact

▪ Applying detailed cost 
assumptions to the total 
payment value, the Study 
estimated the total cost of 
payments for airlines:

$977bn 6 drivers 10 airlines $20.3bn costs

*EDC would like to thank these 10 airlines but can not mention their names, 
as data was collected on an anonymous basis and aggregated
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Total payment acceptance costs for airlines are $20.3 billion, 
which is equivalent to 2.2% of industry payment value

Four main cost drivers were identified in order to size the 
overall payment cost for airlines. Overall, the total cost 
represents 2.2% of the total industry payment value, 
including payment fees representing 1.8%

Payment fees include merchant fees for all forms of 
payment, payment gateway fees and FX fees less any card 
surcharges. Payment fees account for the vast majority 
(82%) of the total payment acceptance costs for airlines, 
and represents 1.8% of total payment value

Cash-flow related costs are the second largest element 
accounting for 9% of the total payment costs. They include 
the cost of delayed settlement from acquirers and BSPs / 
ARC in addition to the cost of providing guarantees. These 
costs have increased due to the Covid crisis

Fraud & Losses include the value of all payments-related 
fraud losses incurred by airlines, as well as unrecovered 
receivables from BSP / ARC “Cash” or “on account” 
transactions

OpEx costs comprise internal airline resources involved in 
payment acceptance (e.g., staff managing relationships 
with acquirers and gateways), chargeback costs and 
payment-related compliance costs 
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Payment Fees accounted for a total cost of $16.6 billion for airlines, 
with card payments representing the vast majority (93%)
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Card-related cost of acceptance, from both direct and direct sales channels, account for $15.5 billion representing the 
vast majority of the total airline payment fees (93%). This is caused by card payments representing the majority of 
total payment value (72%) and higher fee levels in regions such as North America

IATA BSP and ARC “Cash1” account for 21% of the total payment value, while their processing fees only represent 0.2% 
of the total payment fees ($16.6 billion), which is significantly lower than other forms of payment

AFOPs2 continue to represent a small proportion of the total airline payment value (7%) and consequently a small 
proportion of total payment fees (6.4%)

Airline Payment Fees by ChannelAirline Payment Value by Channel
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*This graph only includes merchant fees. Other types of payment fees represent 0.4% of total payment fees
Note 1: “BSP/ARC Cash” is the amount for transactions for which the Travel Agent received the payment from the customer, and then remitted the funds to IATA which in 
turns settled it to the Airlines. In the graph above, this category also includes other direct settlements
Note 2: AFOP = Alternative Forms of Payment (e.g., bank transfers, wallets, buy now pay later)



The Americas region accounts for 54% of global payment fees paid by 
airlines, followed by Asia and Europe 

The Americas region represents 54% of the total payment fees. This is due to large transaction volumes in North 
America, very high penetration of card usage, as well as generally higher merchant fees

In Asia, the low proportion of payment fees among indirect sales (19%) is due to the high proportion of IATA BSP 
“Cash”, which accounts for the majority of total indirect volumes

In Europe, airlines recover 14% of the total payment fees through card surcharging

In Africa & Middle East, AFOPs account for 21% of the total payment fees, in particular driven by the volume of mobile 
money transactions
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Note: MSC = Merchant Service Charge. In the case of card payments, the MSC includes acquirer margin, interchange fees and scheme fees. 
For Indirect Sales, Fees include MSC Cards plus processing fees for BSP/ARC Cash
For AFOPs, MSC includes fees charged by the AFOP provider 
*Other = Other fees excluding MSC



The Study highlights the need for airlines to review their costs of 
payments and identify cost-reduction opportunities

Payment fees are the largest payment cost, 
mainly driven by the cost of acceptance of card 
payments through the direct channel
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Cost Drivers - Key Findings Best Practices for Airlines

Full and granular visibility of the cost of 
acceptance (e.g., by payment method, country, 
etc.) to make informed decisions related to the 
payment acceptance strategy

The payment fees in the indirect channel are 
driven by cost of BSP / ARC “card” transactions

Close and on-going coordination between 
Distribution and Finance (or the department 
that manages payment fees) to find the right 
balance for card acceptance through indirect 
channels

Cash-flow costs have gained importance as a 
result of the Covid-19 pandemic and the 
structural risk associated with the airline industry

Analysis of risk mitigation options to address 
cash-flow issues caused by settlement delays 
(e.g., connectivity to a broader set of acquirers, 
data sharing with acquirers, etc.)

The payment costs for airlines need to be 
calculated over the payment value paid by the 
passengers, monitored and managed

An internal payments team tasked with 
understanding how payment fees and other 
payment costs are applied and change over 
time
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Airlines recognize the importance of payment initiatives to increase their 
market reach, however there is no quantitative evidence of the level of benefit

Airlines recognize the importance of introducing relevant 
payment methods to meet the needs and preferences of 
customers

▪ Customers might not have or want to use a card to pay for 
airline tickets

Most of the airlines interviewed had already introduced at 
least one AFOP (e.g., e-wallets, bank transfers, BNPL1)

▪ In comparison, online retailers accept an average of 4 
different payment methods (source: Merchant Risk 
Council)

▪ The value of airline revenue paid with AFOPs via direct 
channels is estimated to be $54bn based on 2019 volumes

Airlines rarely measure the impact on incremental pax 
revenues generated by AFOPs

▪ The vast majority of airlines interviewed did not do A / B 
testing to measure the impact on revenues generated by 
the introduction of AFOPs

▪ Some of the airlines had identified a positive sales impact 
of AFOPs such as wallets in specific countries

13

Airlines recognize the potential positive impact driven 
by payment initiatives such as:

▪ Greater cross-selling enabled by “card on file”

▪ Additional revenue share from Dynamic Currency 
Conversion (DCC) / Multi Currency Pricing (MCP), gift 
cards, etc.

However, only a minority of airlines have 
implemented these payment initiatives so far

▪ The Study identified this lack of payment initiatives to 
support ancillary revenues as a major gap compared to 
online retailers in other verticals

None of airlines interviewed had measured the 
correlation between these payment initiatives and 
ancillary revenue increases

An airline’s payment acceptance strategy can have a direct impact on value creation with initiatives such as the 
implementation of AFOPs or supporting ancillary sales via “card on file”

Incremental pax revenues thanks to AFOPs Increase in ancillary revenues enabled by payments

Note 1: BNPL = Buy Now Pay Later
Source: Airline interviews undertaken for this Study 



Approval rates and false positives are important KPIs 
when evaluating the payment conversion performance of an airline

Airlines are generally aware of card approval  rates for 
their direct channels, but would typically not 
proactively monitor or optimize them

▪ On average the reported card approval rate for airlines is 
~ 85% (compared to >90% for best-in-class online retailers)

▪ Best practice amongst online retailers is to monitor card 
approval rates on an on-going basis and by different cuts 
(e.g., by country, by issuer)

None of the airlines interviewed knew their card 
approval rates for their indirect channels

▪ Airlines do not typically receive this information from GDSs, 
who process the authorisation request on behalf of airlines

▪ The Study identified this lack of data visibility related to 
indirect sales as a major gap compared to online retailers in 
other verticals

Airlines do not measure the impact on incremental 
pax revenues driven by higher card approval rates
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Some airlines measured the proportion of declined 
transactions for direct channels due to fraud 
suspicion

▪ According to MRC, enterprise-size online retailers typically 
decline approx. 15% of manually reviewed orders due to 
fraud suspicion

But none of the airlines measured how many of these 
declined transactions were false fraud positives

▪ False positives are declined transactions due to fraud 
suspicion that after revision are proven to be legitimate 

▪ Airlines should monitor the level of false positives and their 
origin (e.g., if the false positives come from a specific 
market, type of transaction, value of transaction, etc.) and 
adjust their fraud rules accordingly

Best practices among online retailers include on-going monitoring of KPIs, such as the card approval rates, for all 
channels. Optimizing KPIs can have a positive impact on the revenue of airlines

Incremental pax revenues due to higher card approval rates Incremental pax revenues due to lower false positive rates

Source: Airline interviews undertaken for this Study 



Compared to online retailers in other verticals, airlines are currently less 
focused on monitoring / optimizing revenue drivers related to payments

Only a minority of airlines had undertaken 
payment initiatives to support ancillary revenue

None of them measure the correlation between 
an initiative and ancillary revenue increases
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Revenue Drivers - Key Findings Best Practices for Airlines

A 2-3 year payment roadmap and resources to 
implement relevant payment initiatives to support 
growth in ancillary revenues

Airlines do not proactively monitor or optimize 
card approval rates for the direct channels and 
do not know approval rates for their indirect 
channels  

Working closely with payment partners (e.g. 
acquirers, GDSs) to monitor and optimize card 
approval rates on an on-going and proactive basis

Airlines generally monitor the level of declines 
due to fraud suspicion but none of the airlines 
interviewed knew how many of the declines 
were false positives

Airline’s fraud team, tools and partners to find the 
right balance between low fraud rate and friction

Most airlines accept at least one AFOP on their 
direct channel but rarely measure the impact on 
incremental pax revenues

IT agility / flexibility to implement relevant AFOPs 
for online and offline channels in order to expand 
market reach
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A comprehensive payment strategy is a first step towards improving 
customer experience and unlocking value creation
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Payment is an important business topic for airlines and should be considered as a commercial enabler rather than just a 
cost element

The payment value chain impacts multiple business areas within an airline, which has a direct effect on the customer 
journey and experience

Therefore, it is important to define a comprehensive payment strategy that aims to reduce costs as well as generate 
revenues and is aligned with the sales and distribution strategies

Payment 
Vendors / Partners

Payment 
Acceptance

Back-end 
(Airline)

Front-end 
(Customer)

Customer 
retention / 

Loyalty
Technology

▪ Selection of 
payment vendors 
(e.g., payment 
orchestration 
platform, acquirers) 

▪ Negotiation of 
contracts and 
commercials

▪ Monitoring of 
performance

▪ Relationship 
management

▪ Payment 
acceptance policy 
for consumers and 
corporates

▪ Agent card policy

▪ Card surcharging 
policy

▪ ADM policy

▪ Payment experience 
at the checkout 
page 

▪ In-flight / ATO / CTO 
/ airport payment 
experience

▪ Range of currencies 
via MCP and DCC

▪ Reporting from 
payment vendors

▪ Reconciliation 
processes

▪ Data analysis (KPIs)

▪ Risk & fraud 
management

▪ Chargeback 
management

▪ Payment 
acceptance 
architecture

▪ Split of in-house vs. 
outsourced 
activities (e.g., 
internal payment 
gateway)

▪ Co-branded cards

▪ Gift cards / gift 
registry

Examples of payment topics to optimize



EDC has developed a four-phase framework 
that can be used by airlines to optimise payments
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Key Contacts

If you have any questions related to the Study, please feel free to reach out to our experts
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Pascal Burg
Director, Paris

pascal.burg@edgardunn.com

Julia Callejo
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Founded in 1978, the firm is regarded as a trusted 
advisor by its clients, providing a full range of strategy 
consulting services, expertise and market insight, and 
M&A support

EDC has been providing consulting services
to a wide variety of clients including:

Stakeholders in the travel industry including airlines, 
IATA, hotels, travel agencies, GDSs, issuers and 
acquirers focused on travel, etc.

BigTech, social media platforms, and marketplace 
facilitators

European banks, lenders, Fintechs, payment 
companies

All major international card schemes and many 
domestic card schemes 

Influential payments providers and processors

Leading merchants across verticals

Edgar, Dunn & Company (EDC)
Independent Global Financial Services and Payments Strategy Consultancy

EDC Key Metrics

EDC Office Locations 

Fintech & Payments
… Strategy & M&A

Seven offices
locations worldwide

Independent - owned 
and controlled by EDC 
Directors 

+1,800 projects 
completed

+250 clients in 55
countries and 6
continents
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