Airline ancillary revenue projected to be
$67.4 billion worldwide in 2016
The CarTrawler global estimate forecasts 13.8% increase above 2015,
with $44.9 billion of the total composed of a la carte fee activity.
Dublin, Ireland & Shorewood, Wisconsin, 29 November, 2016: IdeaWorksCompany, the
foremost consultancy on airline ancillary revenues, and CarTrawler, the leading provider of online
car rental distribution systems, project airline ancillary revenue will reach $67.4 billion worldwide in
2016. The CarTrawler Worldwide Estimate of Ancillary Revenue represents a nearly 200%
increase from the 2010 figure of $22.6 billion, which was the first year for the ancillary revenue
estimate.
Earlier this year, CarTrawler and IdeaWorksCompany reported the ancillary revenue disclosed by
67 airlines for 2015. These statistics were applied to a larger list of 178 airlines to provide a truly
global projection of ancillary revenue activity by the world’s airlines in 2016. The CarTrawler
Worldwide Estimate of Ancillary Revenue marks the seventh year IdeaWorksCompany has
prepared a projection of ancillary revenue activity.
Ancillary revenue is generated by activities and services that yield revenue for airlines beyond the
simple transportation of customers from A to B. This wide range of activities includes: commissions
gained from hotel bookings, the sale of frequent flyer miles to partners, and the provision of a la
carte services − providing more options for consumers and more profit for airlines.
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Source: Ancillary revenue statistics applied by IdeaWorksCompany to annual airline revenue results.

“Successful ancillary revenue generation is dependent on offering customers the right product at the
right time, often before they have even asked for it. Amazon has proven to great effect the positive
impact that data science has on its business, with an estimated one third of total sales now coming
via their recommendation algorithm. As with Amazon, the unlocking of data-driven insights is
enabling airlines to propose ancillary products and services to their customers in an increasingly
sophisticated way. This application of data is fueling the continued growth of the sector while at the
same time unearthing further potential for building loyalty by identifying when, how, where and what
to offer customers when they visit your website or app”, said Aileen O’Mahony, Chief Commercial
Officer at CarTrawler.
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Revenue from optional services, such as onboard sales of food and beverages, checked baggage,
premium seat assignments, and early boarding benefits, was determined to represent $44.9 billion
of the projected global 2016 total. The smaller share, at $22.5 billion, comes from non-fee activity
such as the sale of frequent flyer miles to program partners, and commissions earned on the sale of
ground-based services to travelers, such as hotel accommodations and car rentals.
Analysis performed by IdeaWorksCompany during the past seven years reveals natural airline
groupings (or categories) based upon a carrier’s ability to generate ancillary revenue. The
“percentage of revenue” results associated with four defined categories have been applied to a
worldwide compilation of operating revenue disclosed by 178 airlines.1 The following describes the
four categories:


Traditional Airlines. This category represents a catch-all for the largest number of carriers.
Ancillary revenue activity may consist of fees associated with excess or heavy bags, extra
legroom seating and partner activity for a frequent flyer program. The average percentage
of revenue increased significantly to 5.8% from 4.1% last year. Examples in this category
include Aerolineas Argentinas, Air New Zealand, LOT Polish Airlines, and Royal Jordanian.



Major US Airlines. US-based majors generate strong ancillary revenue through a
combination of frequent flyer revenue and baggage fees. The percentage of revenue for this
group jumped to 12.3% for 2016 from 11.3% due to more bundled fare offers and improved
frequent flyer revenue. Examples include Alaska, Delta, and United.



Ancillary Revenue Champs. These carriers generate the highest activity as a percentage
of operating revenue. The percentage of revenue achieved by this group dropped slightly to
25.5% from 26.1% for 2015. The decrease can be attributed to lower Ryanair ancillary
revenue results which have a sizeable impact on the average for this category. Carrier
examples include Allegiant, Eurowings, Flydubai, Hong Kong Express, and Ryanair.



Low Cost Carriers. LCCs throughout the world typically rely upon a mix of a la carte activity
to generate good levels of ancillary revenue. The percentage of revenue for this group
remained unchanged for 2016 at 11.8%. Low cost carriers include AnadoluJet, Cebu Pacific
Air, and VivaAerobus.
CarTrawler Worldwide Estimate of Ancillary Revenue – by Carrier Type for 2016
Airline Category

Total Ancillary
Revenue

Frequent Flyer &
Commission Based

A la Carte Activity

Traditional Airlines

$26.9 billion

$9.4 billion

$17.5 billion

US Major Airlines

$20.2 billion

$12.1 billion

$8.1 billion

Ancillary Revenue
Champs

$13.4 billion

$0.7 billion

$12.7 billion

Low Cost Carriers

$6.9 billion

$0.3 billion

$6.6 billion

Global Totals

$67.4 billion

$22.5 billion

$44.9 billion

Source: Ancillary revenue statistics applied by IdeaWorksCompany to 2015 airline revenue results.

1Operating

revenue results were drawn from annual rankings in the June and July/August issues of Flight Airline
Business. Additional sources were used, such as CAPA Centre for Aviation and airline websites, to complete
the list of 178 airlines. Adjustments were made to prevent duplicate reporting associated with regional affiliates.
Pure cargo carriers, such as FedEx and UPS Airlines, were not included. Airlines are assigned to specific
categories each year based upon an assessment of a carrier’s ancillary revenue profile.
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Ancillary revenue for traditional airlines will jump for 2016
Traditional airlines, which includes global network carriers outside the US, achieved a $6.9 billion
ancillary revenue leap for 2016. This is due to increased activity in the areas of branded fares,
checked baggage, premium seating, and seat assignment. In particular, new a la carte options
have become prevalent among Europe’s largest airlines. Baggage fees are nearly universal for
travel within Europe. Branded fares, which link amenities to the choice or two or three fares, are
now offered by Austrian, Lufthansa, and SWISS. Seat assignment fees for extra leg room seats on
traditional airlines have become standard, with a growing number of carriers charging for any seat
assigned before check-in. These changes have also been occurring all over the world.
Even Emirates ― a carrier hardly associated with ancillary revenue ― implemented a seat
assignment fee for its lowest priced fares. The change was effective 03 October 2016 and applies
for seat assignments requested before check-in begins.2 The fee varies by distance with $15
assessed for short-haul flights from Dubai and $40 for long-haul destinations such as the US and
Australia. Ancillary revenue now has support from the top. Tim Clark, President of Emirates, said
at a London conference in September 2016, “We simply have to increase our ancillary revenue
streams.” His words reflect a thirst for ancillary revenue by airline executives all over the world.
The graph below represents the likely distribution of ancillary revenue for traditional airlines outside
the US. Admittedly, it’s difficult to create a pie graph to display the wide variation for traditional
airlines throughout the world, such as an Air France in Europe or a Korean Air in Asia. In addition,
the distribution of revenue sources is different for US airlines; these have a far larger slice served by
the sale of frequent flyer miles. Meanwhile, a depiction of revenue sources for almost any low cost
carrier would have the FFP component almost disappear; very few have frequent flyer programs
that generate robust partner revenue.

Key Ancillary Revenue Components
Traditional Airlines Outside the US
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Distribution based upon analysis of 2015 results of non low cost carriers based outside the US.
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The Associated Press, Dubai, 20 September 2016.
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Global challenges influence the 2016 ancillary revenue estimate
IATA predicts global spending on air transport will drop this year to $740 billion. That’s a meaningful
decrease from the $763 billion figure used to create the 2015 estimate. IdeaWorksCompany uses
airline revenue as the basis for making these projections. Accordingly, the 2016 result suffered from
the drop in consumer spending. Also contributing is the small ancillary revenue decrease (as a
percent of total revenue) posted by Ryanair from 2014 to 2015 (24.6% to 24%). Ryanair, due to its
big size, has a major impact on the calculations associated with the “Ancillary Revenue Champs”
category.
EasyJet is another major player that once had significant influence on ancillary revenue estimates.
The airline last fully disclosed its ancillary revenue back in 2011. Since then, IdeaWorksCompany
provides an annual estimate to fill EasyJet’s very large revenue slot. Ending the practice of
disclosure may have been caused by the carrier wishing to avoid the slings and arrows of the UK
media which often accompanies ancillary revenue coverage. But another possibility exists, in which
the carrier’s ancillary revenue efforts simply don’t measure up to Ryanair or other ancillary revenue
champs.
Investors have become acutely aware of the necessity for ancillary revenue in the challenging world
of airline economics. This is why Lufthansa Group presented its case as being proficient in the art
of a la carte earlier this year with a 42-page briefing for its new Eurowings initiative. In its “Expert
Session” presentation Lufthansa details how it encourages 45% of consumers to willingly pay a
premium for its Smart and Best branded fares. The company eagerly details how Eurowings’
assigned seats and premium seating strategy delivers extra revenue of €19 per passenger on longhaul routes. Lufthansa Group clearly has embraced the ancillary revenue revolution.
On a global basis, ancillary revenue is estimated to represent 9.1% of airline revenue for 2016.
That’s nearly double the 4.8% rate from 2010. But the most revealing statistic is the average per
passenger bonus of $17.81 based upon IATA’s projection of 3.78 billion passengers for 2016. An
impressive $11.86 of this per passenger amount can be attributed to all the optional extras now
offered by airlines to their passengers. That’s the economic miracle of ancillary revenue. It allows
passengers who seek the absolute lowest price to buy the basic seat-only fare. And for a growing
number of consumers, it allows the flexibility of paying extra for more comfort and convenience. For
airlines it provides the level of profit necessary to keep investors happy and millions employed.

Key findings are summarized in an infographic available at the press release section of the
IdeaWorksCompany.com website.
The full definition of ancillary revenue, upon which the CarTrawler Worldwide Estimate of Ancillary
Revenue is based, may be viewed online at:
http://www.ideaworkscompany.com/ancillary-revenue-defined
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Disclaimer: IdeaWorksCompany makes every effort to ensure the quality of the information in this
press release. Before relying on the information, readers should obtain any appropriate
professional advice relevant to their particular circumstances. Neither IdeaWorksCompany nor
CarTrawler guarantee, or assume any legal liability or responsibility for the accuracy, currency or
completeness of the information.
About CarTrawler: CarTrawler connects business and leisure customers and online travel retailers
with more road and rail transport solutions than they will find anywhere else. 95 international airlines
and 2,000 travel retailers around the world trust CarTrawler to provide their customers with real-time
access to over 1,600 leading and independent car rental agents, coach transfers, rail networks and
chauffeur drive services at 43,000 locations in 195 countries. Its in-house booking engine gives it the
opportunity to easily and quickly scale to accommodate customer demand. CarTrawler also owns and
operates the Cabforce, Holiday Autos and arguscarhire.com brands. The company headquarters and
Customer Centre of Excellence are located in Dublin, Ireland, with additional offices in Boston, London
and Helsinki. CarTrawler is private equity backed by BC Partners and Insight Venture Partners. For
further information, please visit www.cartrawler.com.
About IdeaWorksCompany: The IdeaWorksCompany was founded in 1996 as a consulting
organization building airline revenue through innovation in ancillary revenue, loyalty marketing, and
a la carte shopping. Its international client list includes airlines and other travel industry firms in
Asia, Europe, the Middle East, and the Americas. IdeaWorksCompany specializes in ancillary
revenue improvement, brand development, customer research, competitive analysis, frequent flyer
programs, and on-site executive workshops. Learn more at IdeaWorksCompany.com.
Contact details
CarTrawler
Joe Farinella, Director of Marketing
Tel: +353 1 218 3855
E-mail: jfarinella@cartrawler.com
IdeaWorksCompany
Jay Sorensen, President
Tel: 1-414-961-1939
E-mail: Jay “at” IdeaWorksCompany.com
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