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Payment overview 



The objective of this presentation is to review 
payment-related trends that will impact travel supp liers

The topic of “payments” is important for travel suppl iers

� The cost of accepting payments (e.g., credit cards)  is a significant 
distribution cost

� Estimated to be $12.50 on a $500 transaction

� On the revenue side, travel suppliers can generate significant ancillary 
revenues from payments (e.g., cobrand cards, gift c ards)

The objectives of this presentation are to
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The objectives of this presentation are to

� Understand the main payment-related trends

� Identify the future payment-related opportunities a nd threats for travel 
suppliers

Edgar, Dunn & Company (EDC) based the content of th is presentation on its 
consulting experience in the travel industry

� Our consulting firm has been consulting in the paym ents industry since 1978

� Our clients include banks, card brands, and travel suppliers



Context: the payments industry is a rapidly changin g industry

Key trends and changes

Buyers (cardholders) Payment providers Travel supplie rs

Changing preferences:

-growth in debit cards

-preference for bank-
branded reward cards

New entrants (e.g., PayPal)

Banks issuing “closed-loop” 
products (e.g., Amex, Discover)

New technologies: contact -less 

Focus on cost reduction:

-accepting alternative fop*

-surcharging

Focus on ancillary revenues:
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branded reward cards New technologies: contact -less 
cards, mobile payment

MasterCard and Visa IPOs

Focus on ancillary revenues:

-co-brand card programs

-issuing own fop* (e.g., gift cards)

*Forms of payment



Buyer-side trends: The buyer’s wallet is changing

Highlights from EDC survey among 10,000 US cardhold ers (Payment Dynamics)

� 31% of respondents added a new payment device to th eir wallet last year

� Attrition has increased, with 20% of consumers redu cing payment devices in 
their wallet

� The combination of consumers’ increasing preference  to pay with their “own 
money” and the convenience of payment cards has led to the continued 
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money” and the convenience of payment cards has led to the continued 
growth of debit cards

� Debit cards are the “preferred card” for 29% of con sumers in the US

� Compared to 26% for credit cards

� Increasing preference for bank-branded reward cards  over co-brand cards

� Increasing concerns about identity theft and online  credit card fraud



Payment provider trends: There are a number of “new  entrants” 
that are trying to displace (a) cash and checks, an d/or (b) cards

New entrants include the likes of

� PayPal: targeting online purchases

� CheckFree: ACH-based

� Bill Me Later: offering credit at Point of Sale

� Debitman (now Tempo): targeting card-present purcha ses at retailers
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� ClickandBuy

� GratisCard

� Etc.



Payment provider trends: 
Example of Bank of America issuing a “closed loop” card (Amex)
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Payment provider trends: 
New technologies like contact-less cards and mobile  payments
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Travel supplier-side trends: Example of hotels.com 
accepting an alternative forms of payment (BillMeLa ter)
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Alternative form of 
payment offering 

“90 days same as cash”



Travel supplier-side trends: 
Example of Southwest accepting an alternative forms  of payment (PayPal)
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PayPal as an 
alternative form of 

payment



Travel supplier-side trends: Example of Ryanair 
using “surcharging” to optimize their payment mix
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Travel supplier-side trends: Example of an Australi a hotel 
using “surcharging” to optimize their payment mix
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2% surcharge fee for Visa / MasterCard
4% surcharge fee for Amex



Travel supplier-side trends: Example of Marriott ma ximizing 
the cobrand card opportunity (eg, consumer card, sm all business card)

Consumer 
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Consumer 
cobrand card

Small business 
card



Travel suppliers issuing own form of payment: Four Seasons gift cards
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So what are the main payments-related 
opportunities for travel suppliers such as hotels?

Opportunities to reduce payments-related costs

� Accepting alternative forms of payment

� Local forms of payment (e.g., ELV in Germany)

� Non-card based forms of payment (e.g., PayPal)

� Reducing fraud losses
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� Automating and streamlining payment processes (e.g. , chargebacks)

� Negotiating “merchant contract”

Opportunities to increase payments-related revenues

� Optimizing the co-brand card program

� Issuing “own” form of payment (e.g., gift cards, priv ate label cards)



FIRM PROFILE

� Edgar, Dunn & Company (EDC) is a 
management consulting firm 
established in 1978.  Today we serve 
clients in more than 30 countries 
from offices in San Francisco, 
Atlanta, New York, London, 
Frankfurt, and Sydney.

Consultants:Consultants:
4545

Directors:Directors:
1818

For any further questions
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Countries:Countries:
3030

Offices:Offices:
U.S., U.K., Germany, and AustraliaU.S., U.K., Germany, and Australia

Frankfurt, and Sydney.

� For over 29 years , EDC has advised 
merchants, card issuers, merchant 
acquirers, third-party processors, 
payment associations and 
technology providers to solve many 
of the payment industry’s most 
significant issues. 

Pascal Burg – 415 442 0549

pascal.burg@edgardunn.com


