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This American Express whitepaper 
explores opportunities and risks 
faced by companies in the travel 
industry, specifically how outdated 
payment processes are holding these 
businesses back, and ways more 
sophisticated payment processes can 
help eliminate time, waste, errors and 
fraud to gain a competitive advantage.

Introduction

After years of stagnation, the travel industry is finally rebounding. 
Travel spending is on the rise, which is creating opportunities for 
online travel agencies (OTAs), traditional travel agencies and tour 
operators to expand their business and secure new customers. But to 
do that, they need to adopt more sophisticated business processes to 
effectively meet the needs of customers and vendors.

Consumers today expect travel companies to offer the lowest prices 
and a flawless purchasing experience to win their business. At the 
same time, lodging providers and other industry vendors are pushing 
travel companies for a larger chunk of the profits on their sales. 
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These shifting market pressures offer a chance for travel companies 
to gain a competitive advantage over their peers—but only if they can 
eliminate the waste and inefficiencies that currently plague their back-
end payment processes. Many companies still cling to outdated manual 
payment models that require burdensome overhead and commonly 
result in accounting errors, payment delays and “breakage” in the 
transaction process that result in lost revenue.

In the past, these models were tolerable, but in the current marketplace 
these models will not enable a company to grow. To be competitive 
today, travel companies need more seamless and effective payment 
transaction processes that automate manual payment tasks, provide 
real-time data about transactions and spending trends, and eliminate 
the time and troubles preventing these companies from meeting the 
needs of their customers.

To be competitive 
today, travel 
companies need 
more seamless 
and effective 
payment 
transaction 
processes

MANY COMPANIES 
STILL CLING 
TO OUTDATED 
MANUAL PAYMENT 
MODELS 
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Opportunities expand but margins shrink

According to the Commerce Department’s Bureau of Economic Analysis (BEA), travel 
dramatically outpaced the rest of the economy for the year 2013, growing more than three percent 
compared to 1.9 percent for all sectors. Worldwide spending on business travel steadily increased 
throughout 2013 and is expected to experience 7 to 8 percent growth annually through 2017, 
according to the Global Business Travel Association (GBTA).i The GBTA report shows that both 
the amount of money spent per trip, and the number of trips taken are both on the rise, creating a 
robust marketplace for online travel agencies (OTAs), travel agencies and tour operators to expand 
their business. At the same time, however, travelers are becoming more savvy about their travel 
options. The rise of online travel companies allows them to easily compare prices and choices. 
They are also comfortable with state-of-the-art online purchasing systems, and they expect travel 
companies to offer the same seamless technologies and processes they have grown accustomed 
to in every other shopping experience. If travel companies can’t offer these consumers good deals 
and a reliable transaction process, they will lose their business.

Lodging providers are also beginning to push for a larger piece of the transaction, which will 
further erode travel companies’ margins. For years, OTAs have relied largely on the merchant 
model of payment, in which lodging suppliers offer a negotiated, non-commissionable net rate 
for a room that is generally 15 to 40 percent off the lodging supplier’s best available rate.ii The 
intermediary travel company then marks up the room for resale and acts as the merchant of 
record—accepting payment from the customer and taking responsibility for associated payment 
fees and liabilities. 

If travel companies can’t offer these consumers 
good deals and a reliable transaction process, 
they will lose their business.
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The online travel industry was built around this payment model, 
and it has been profitable for travel companies. However, lodging 
suppliers are beginning to demand better pricing in an effort to 
reduce their distribution costs and improve their own margins, 
according to a PhoCusWright June 2013 report. At the same time, 
consumers are seeking greater flexibility in payment and cancellation 
terms that the merchant model doesn’t provide.iii 

Manual payment processes 
“riddled with inefficiencies”

To compete today, travel companies need to have seamlessly 
connected business infrastructure that allows them to deliver the 
best deals, at a great price, the moment travelers decide to make a 
purchase. This requires both a user friendly front-end experience 
that makes it easy for customers to find information and make 
buying decisions. It also requires an error-proof back-end system that 
efficiently and transparently completes financial transactions in real 
time, tracks accounting details and roots out errors before they get 
embedded in the exchange.

To date, most travel companies have focused on the front-end aspect 
of this value proposition—launching strong marketing campaigns and 
using social media to lure new customers. This is a vital component of 
any customer-facing business strategy, but it only addresses the initial 
engagement. An enticing ad campaign may bring customers to a site or 
store front, but to win their business and their loyalty, the price has to 
be right, and the purchasing experience must be flawless. 

THE PRICE HAS 
TO BE RIGHT AND 
THE PURCHASING 
EXPERIENCE MUST 
BE FLAWLESS. 
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This is where many travel industry businesses still fall short.

“Outdated payment processing between buyers and sellers has 
not kept up to speed with the latest technology,” says Roger Dow, 
president and CEO of U.S. Travel Association.

Current research suggests travel companies struggle with payment 
issues, and that these problems are eating into their profits and ability 
to expand. According to an October 2013 travel spending report 
from PhoCusWrightiv, roughly 40 percent of hotel bookings today are 
still settled through direct billing with manual payment, a method 
PhoCusWright researchers say is “riddled with inefficiencies.”

The report also shows that more than half of all traditional travel 
agencies, and nearly 40 percent of OTAs manually track all bookings, 
invoices and accounts receivable. The lack of transparency and 
risk of errors involved in manual accounting processes mean every 
transaction they complete is both cumbersome and fallible.

These companies report spending more on staff resources handling 
invoice reconciliation and payment than on any other payment-
related process. They also report having trouble collecting 
commissions, and one in five say they have lost commissions on 
as much as 10 percent of their hotel bookings, which researchers 
attribute to their use of manual accounting practices.v

“OUTDATED 
PAYMENT 
PROCESSING 
BETWEEN BUYERS 
AND SELLERS 
HAS NOT KEPT 
UP TO SPEED 
WITH THE LATEST 
TECHNOLOGY” 
Roger Dow, president and CEO  
of U.S. Travel Association
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Companies that rely on manual payment methods add time, cost 
and risk to their back-end processes, argues Larry Twito, Director of 
Business Development for American Express. He notes that manual 
interventions, paperwork and potential overcharges are all pain points 
for companies in this industry. 

High incidences of fraud in these transactions only add to the 
problems. According to PhoCusWright’s October 2013 report, fraud 
is among travel companies’ top payment-related worries. “Fraud 
causes the most concern among companies with a major online 
presence—namely OTAs, airlines and larger firms (US$100 million 
or more in annual gross travel bookings),” the report says.vi

Because manual transactions lack transparency, it can be difficult 
to identify fraud or payment errors until late in the process, which 
means companies have to dig back through their transaction data, 
and attempt to reconcile issues after payments have already been 
made. And in many cases, those errors are never found.

Travel companies and hotels may experience “breakage” in their 
transactions, or “revenue never realized because of errors in 
accounting processes,” explains Greg Hybl, VP and GM of Global 
Merchant Services for American Express. But because these incidents 
of breakage are never identified, the companies don’t realize they 
have a problem. “Hotels and OTAs believe they are error-proof,” Hybl 
says. But it is simply not the case. 

IT CAN BE DIFFICULT 
TO IDENTIFY FRAUD 
OR PAYMENT 
ERRORS UNTIL LATE 
IN THE PROCESS
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This high rate of error is exacerbated by the complex purchasing 
environment, says Jessica Patel, VP of Travel Industry Sales 
for American Express. These companies perform thousands of 
transactions every month, each of which may have a different price, 
timeline, and manner of payment, often for the same room or vendor, 
creating multiple opportunities for problems.

Dealing with these errors can be time consuming, expensive and 
potentially damaging to a company’s profile, Patel says. “These 
companies spend a substantial amount of human and capital 
resources on reconciliation, billing and follow-up calls with suppliers.”

That added time and cost does more than eat into profits. In small 
companies with limited resources, it makes poor use of their human 
capital. These companies commit more hours and manpower to 
administrative tasks, which limits their ability to pursue strategic 
initiatives that could grow the business or allow them to expand 
into new markets. “By automating their payment processes, travel 
companies can pull resources away from the back office, and focus on 
better servicing customers and meeting their travel needs,” Patel says.

Manual accounting processes also limit travel companies’ flexibility 
in dealing with lodging providers and other vendors, Hybl says. He 
notes that many hotels today will not offer dynamic inventory to 
travel companies that operate using manual invoice-driven payment 
processes, and that is a problem.

“These companies 
spend a 
substantial 
amount of 
human and 
capital resources 
on reconciliation, 
billing and 
follow-up calls 
with suppliers.”
Jessica Patel, VP of Travel Industry 
Sales for American Express
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Dynamic purchase options allow travel companies to take advantage 
of better rates while reducing the risk that they will get stuck with 
rooms they can’t sell, he says. But it requires more sophisticated 
automated payment processes that can securely complete 
transactions in real time. 

“Buyers and sellers are trying to figure out how to minimize 
their risks and to be more flexible as the environment gets more 
sophisticated,” Hybl says. “They need more sophisticated payment 
processes to make that happen.”

Conclusion

The growth of travel spending combined with heightened 
competition is creating both opportunity and risk for travel 
companies, particularly smaller firms that are already struggling to 
compete against larger players.

To counter the loss in margins and harness the current growth 
potential, they need to ruthlessly evaluate their back-end 
payment processes and identify those systems that are no longer 
effective. Automation of manual payment steps, coupled with 
more sophisticated tools that add transparency, better reporting 
capabilities, and real-time transaction completion steps will enable 
them to add efficiencies, reduce waste, and gain the competitive 
advantage they seek.

“BUYERS AND 
SELLERS ARE 
TRYING TO FIGURE 
OUT HOW TO 
MINIMIZE THEIR 
RISKS AND TO BE 
MORE FLEXIBLE AS 
THE ENVIRONMENT 
GETS MORE 
SOPHISTICATED”
Greg Hybl, VP and GM of  
Global Merchant Services for 
American Express
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Transforming these business processes requires a major change, both in the tools and processes 
these companies use, and the culture around accounting and payment management. It can be 
difficult, particularly for smaller companies that may not have the resources or technological 
knowledge to easily implement new systems. But it is worth the effort. Streamlined back-end 
payment systems not only help companies reduce their overhead and prevent waste, they enable 
staff to focus their attention away from administrative tasks and onto more profitable strategic 
goals and customer experiences. It only takes one system failure, or one cumbersome, glitchy 
or error-prone purchasing experience, to lose a customer’s loyalty or a vendor’s willingness to 
extend credit. Embracing state-of-the-art payment systems can help companies avoid these costly 
but avoidable mistakes, and ensure customers and vendors experience the exceptional customer 
service that drives this business.
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STREAMLINED BACK-END 
PAYMENT SYSTEMS HELP 
COMPANIES REDUCE 
THEIR OVERHEAD AND 
PREVENT WASTE


