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EDITORIAL

Latin America's 
largest domestic 
aviation market 
badly needs 
more competition

 I 
n this third issue of LABS Collections, we 

invite you to explore the plans of some low-

cost stars, the airline companies that intend 

to reshape the Latin American air sector. 

Despite some recent changes, such as the 

opening of the Brazilian air sector—the largest 

Latin American market—to foreign capital, air-

lines continue to struggle with sky high fuel tax-

es, labor costs and legal liabilities in the country.

In this moment of new commercial possi-

bilities and efforts towards a more diversified 

economy in Latin America, the arrival of low-

cost air companies can really disrupt the sector 

and help build a new environment for the travel 

market in the region. This will depend, howev-

er, on more robust economic growth and less 

political uncertainties.

The Latin American market as a whole has its 

deepest peculiarities and obstacles that are grad-

ually being overcome, either by the companies' 

own insistence or by a more active participation 

of federal governments in the expansion of the 

aviation market.

Get on board and discover the plans of 

JetSmart, Sky and Flybondi for the region.  

Hope you enjoy your flight!

LABS TEAM

Powered by
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INTERVIEW

The startup that wants to make 
business aviation something popular

Flapper CEO Paul Malicki explains how the platform has attracted users to 
share private flights and charter airplanes via mobile

BY GUSTAVO RIBEIRO

 T raveling aboard an executive jet 
in Brazil is for the few. And it is 
precisely this affirmation that 

Flapper intends to change by allowing 
more people to enjoy premium aviation 
facilities and services, by democratizing 
business aviation. After three years of 
operation and 20,000 paid users on the 
online platform that connects pas-
sengers and air taxi companies, it has 
proven to be a feasible mission.

Founded in 2016, Flapper positions 
itself more like a “boutique airline” than 
an “Executive Aviation Uber”. In order 
to do so, it sells seats on air taxi planes 
on pre-programmed routes and interme-
diates the charter of planes to any des-
tination in Brazil and even to another 
country. A seat on a flight between Sao 
Paulo and Angra dos Reis can cost BRL 
300 and another until Trancoso can cost 
BRL 1,500. All booked from a mobile 
phone app where you can view available 
flights and aircraft, quote charters, and 
pay by credit card.

The startup was welcomed by ACE 
accelerator and received an investment 
of BRL 3 million from Confrapar and 
Travel Capitalist Ventures funds. In 
October this year, it beat Pitch@NBAA 
at the world's largest business aviation 
event that took place in Las Vegas, 
United States.

Leading Flapper is Polish Paul 
Malicki, who was CMO of Easy Taxi 
and served as an advisor to Mastercard, 

Farfetch and Nubank. He was listed in 
2017 on Forbes 30 Under 30. In this in-
terview with LABS, Malicki talks about 
the challenges of being an aviation start-
up in Brazil, the strategies to grow the 
user base and future plans that involve 
even autonomous drones.

LABS Aviation is a very complex and 
closed market, full of regulations and 
variables. In Brazil, there are still cost 
and infrastructure issues that limit 
the sector’s growth. How to overcome 
these obstacles to facilitate people's 
access to air transport, specifically 
from the premium market?
MALICKI We believe there are two 
engines that help and are crucial to the 
journey of executive aviation democrati-
zation. First is technology, in its broad-
est definition. In our case, it is the use 
of an app for flight distribution, online 
payment services that allow the use of 
credit cards, anti-fraud systems, etc. We 
use technology to educate the market 
and bring business aviation closer to 
the end-user. The second pillar of this 
strategy is the sharing economy itself. 
And this we have already proved several 
times. For example, we could offer a 
flight between Sao Paulo and Rio de 
Janeiro or Angra dos Reis, for BRL 950 
precisely because it is a shared flight. 
When we put technology and sharing 
economy together, they help scale the 
business a lot.
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LABS There is also the convincement 
of users, who are used to commer-
cial aviation. Airplanes are different, 
smaller, in some cases single-en-
gine, turboprop. How to break the 
barrier, especially fear and stigma, 
and clarify costs?
MALICKI We are challenged by the lack 
of user education; the lack of under-
standing that flying in business aviation 
is safe. There are accidents on private 
piston-engine airplanes in remote 
and unstructured locations. But the 

user does not understand the differ-
ence between this and a jet or air taxi 
turboprop. That is why we explain the 
product well. In the app, the user has 
an explanation of everything, as it is, 
the capacity, and if it is approved. The 
product is the most important thing and 
we have to explain that the plane is safe. 
All this generates certain confidence. 
We share data and examples that used 
to be hidden from the end-user.

LABS Brazil has one of the largest 
general aviation fleets in the world, 
but it is restricted to a small number 
of people and companies. Many of 
these aircraft are grounded, with-
out flying, and causing damage to 
companies. Is it possible for plane 
owners to come in as partners too?
MALICKI Today we have two markets, 
the air taxi with 450 aircraft, and the 
private market with about 12 thousand 

“To be an entrepreneur in Brazil 
you have to be strong, you need a 
very broad vision and a very good 

understanding of the market”
PAUL MALICKI, CEO AT FLAPPER 
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aircraft. The difference is huge. The 
point is that the air taxi has require-
ments that an airplane owner cannot 
easily fulfill, such as having two pilots, 
training, a simulator, stricter mainte-
nance, and passing ANAC [the Brazilian 
National Civil Aviation Agency] inspec-
tions. It is difficult to be an air taxi in 
Brazil. We work with companies in this 
sector and complement the offer with 
private aircraft, but they are in the air 
taxi. There is a bill under discussion in 
the Brazilian Congress that deals with 
the creation of a private air taxi subsec-
tor, with the simplification of the rules. 
If this happens, there will be more op-
tions. One of the reasons for this law is, 
for example, a situation in which some-
one who lives in the Amazon needs 
medical attention and is in a place 
where only a plane can reach. Currently, 
the law does not allow a private plane to 
go there and transport this person.

LABS Is this one of the difficulties 
you encountered when starting a 
business in this sector in Brazil? 
Many people talk about the costs in 
Brazil, that it is harder to do busi-
ness, that there is a lot of bureaucra-
cy, many rules, and little freedom...
MALICKI It is difficult to disagree with 
this thesis. I'm a fan of Brazil, it's a 
fantastic country, it gave me a career 
opportunity, but it's a country of mo-
nopolies. As they say, it is not a country 
for amateurs. To be an entrepreneur 

here you have to be strong, you need 
a very broad vision and a very good 
understanding of the market. And that 
generates cost. That is why there are so 
many monopolies in Brazil. In our busi-
ness, we had seven competitors when 
we started and today we have none.

LABS Flapper was born in 2016, a 
period when the economic crisis in 
Brazil was getting worse. How did 
the company managed to go through 
that moment and stay in the market?
MALICKI We started in the crisis period, 
but it was the only way to start the 
service because in the crisis the air taxi 
operators needed us, contracts were ter-
minated and the planes were underused. 
We managed to move them. And since 
the launch of Flapper, we have grown 
during every quarter. Of course, this is a 
seasonal product, very strong at the end 
of the year, for example. However, we 
still managed to grow in every period. 
In November, we will break our revenue 
record and this is in line with our plans. 
It will be the first month with break-
even. It is a profitable business. The 
prospect of growth is very ambitious. 
Today we have 20,000 paid users with 
the potential to reach 2 million people 
who can pay per seat in business avia-
tion. We are still in the beginning.

LABS In some cases, Flapper char-
ters the plane in advance and sells 
the seats. How to deal with the risk 
of not selling enough and bearing 
the brunt of that flight?
MALICKI Of course, we are at risk 
with some flights. Yes, we have losses. 
However, it does not mean that the 
business has a loss. In the case of the 
stretch from Sao Paulo to Angra do 
Reis, it is practically profitable. Angra 
makes money by selling more seats 

“It is a profitable business. 
The prospect of growth is 
very ambitious. Today we 

have 20,000 paid users with 
the potential to reach 2 million 

people who can pay per 
seat in business aviation. We 

are still in the beginning”
PAUL MALICKI, CEO AT FLAPPER 
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than the plane costs. On the other 
hand, a flight between Sao Paulo and 
Rio de Janeiro is more complicated 
because we compete with others. And 
any business has risk.

LABS The next barrier is autono-
mous vehicles. They already exist 
on the ground but are still under 
development for air transport. 
However, there is an expectation 
about the potential of this mode. 
What is still missing, whether in 
Brazil or in the world, for this to 
come true and how does Flapper 
intend to be a part of it?
MALICKI Today we have 200 autono-
mous drone projects in the world. Of 
these, two actually did fly and ten more 

are in an advanced stage for this. An 
autonomous drone algorithm is 15 times 
simpler than a Tesla car, for example. 
There is no traffic, no light, pedestri-
ans, etc. The first thing in this market 
is that it's not a joke. These projects 
will happen and we are following them 
closely. We already have an agreement 
with four companies that are producing 
outside Brazil, but that can come here. 
We want to connect the Guarulhos 
Airport with downtown São Paulo, for 
example. We don't have something 
concrete yet, but we're talking to ANAC, 
Decea [the Brazilian Airspace Control 
Department], SAC [the Brazilian Civil 
Aviation Secretariat], and everyone sup-
ports that. In the near future, I believe, 
we will have these vehicles. ■
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2.3% of total GDP
for the region

E-COMMERCE
REPRESENTS 

19%
Annual growth

from 2018-2022

Untamed Expansion

Breakdown

2X by 2022
LatAm’s $101B 

e-commerce market 
will more than double 
in value to reach $210 

billion by 20221

Cross-border

42%
Mobile commerce 

32%
Digital goods 

30%

KEY GROWTH DRIVERS THROUGH 2022 Annual growth rates:

OXXO
7 Eleven

PayPal
MercadoPago

Mexico

Boleto Bancario
PayPal
MercadoPago

Brazil

ServiPag
Sencillito

Chile
MercadoPago
PagoFácil

Argentina

SafetyPay
PagoEfectivo

Peru

Efecty
Via Baloto
Botón PSE

Colombia

Popular 
Payment 
Methods

Despite relatively small 
regional credit card 
penetration (19%), 
it is the predominant 
payment method used 
for e-commerce. 
Here’s how it 
breaks down:

Credit card
52%

Cash vouchers 15%

Digital wallets 13%

Debit cards 12%

Bank transfers 5%
Other payment methods 4%

Installment Payments

Smartphone Growth

Looking Forward

The Impact of Mobile Apps Key Opportunities
Although credit will maintain its grasp as the 
major payment method in e-commerce (with 
over 50% of market penetration), debit’s market 
share will outpace all other payment methods. 
Cash-based payment methods will maintain 
their relevance and bank account-based 
payment methods and digital wallets will 
become increasingly important, 
especially mobile commerce beings to 
dominate. This growth will be linked 
to greater financial inclusion in the 
region, which will have increased 
returns on e-commerce growth 
overall.

Installments continue to be a critical part of the Latin 
American shopping experience and a vital tool for merchants 
to successfully cater to Latin American consumers.

Mobile apps (i.e. Rappi and Uber), which make up the digital services 
space, allow for seamless payments using the card-on-file. This will 
contribute to the growth of debit and credit card volume.

Regionwide, debit cards will be the fastest-growing payment 
method as they become more widely accepted in e-commerce. 
In select markets (MX, CO), alternative payment methods are 
growing faster than cards. 

Smartphone penetration is a fundamental indicator to 
predict e-commerce penetration and future growth:

77%
of Argentine households reported 
paying in installments in 2019
— a 9% increase from 2018

6of10 e-commerce purchases 
in Brazil are made with 
installments

28%
Debit card volume in LatAm 
e-commerce will grow 29% 
a year between 2018-2022   

20%
outpacing

credit’s 20% growth 
however, 

Cash-on-delivery 
(COD) is in decline

from 39% to 58%
by 2022

E-commerce purchases 
via mobile will grow 

The projected growth in share of digital goods
and services of total e-commerce spend

2018 17% 2022 25%

15M
users

292M
users

36M 
users

2 GSMA, 2018

Mobile-ready
payment methods

(like digital wallets)
will be increasingly 

important

Smartphone-only
Internet access

has grown across all
income classes

of the lower
income class ONLY
uses smartphones to 
access the Internet

85%
LatAm will account

for 10% of all new global 
mobile subscribers

10%
Annual growth

in mobile subscribers
projected

>2%
in LatAm will grow from 

74% of the adult 
population to 86%

Unique mobile subscribers
2018•2025(2)

1 In top 10 LatAm markets

2 GSMA, 2018

INFOGRAPHIC

The Rise of  
Digital Payments  
in Latin America
E-commerce will grow in the double 
digits through 2022 in Latin America, 
with certain payment methods taking 
precedence. This infographic illustrates 
the growth, projected changes in 
payment methods and the expansion of 
mobile purchases, especially via apps
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THE BIG PICTURE

Low-cost airlines 
overcome barriers to 
grow in Latin America

Recent phenomenon in the region, the consolidation of  
low-cost airlines relies on more open markets

BY GUSTAVO RIBEIRO

 S outhwest Airlines is considered the 
first low-cost airline in the world, 
or at least the first to succeed 

from a very different model, based on cost 
savings, fewer passenger services and 
low fares. The company revolutionized 
the market in the 1970s. The Southwest 
effect spread across Europe more than two 
decades later with the famous Easyjet and 
Ryanair. And it took more than 40 years to 
get to Latin America.

The continent is witnessing an expan-
sion in the number of low-cost airlines. 
Easy Fly, Flybondi, JetSMART, Norwegian, 
Sky, Live, Volaris, Wingo. The list is con-
siderable. This is not exactly a boom, but it 
has spread rapidly and affected some major 
Latin American countries, snapping up 
significant market shares that were once 
dominated by traditional airlines.

In Colombia, they represent 21.3% of 
the domestic market. Just below, in Chile, 
are expressive 40.1%. In Argentina, which 
saw the first low-cost take off in 2018, they 
already have a 19% stake. In Mexico, where 

they arrived a little earlier, it is over 70%.  
It is no small feat when they share the skies 
with companies the size of Aerolineas 
Argentinas, Aeromexico, Avianca or Latam.

This leap was not made when trying to 
copy practices from Southwest, Easyjet 
or Ryanair. The point is that the Latin 
American market has its deepest pecu-
liarities and obstacles that are gradually 
being overcome, either by the companies' 
own insistence or by a more active par-
ticipation of federal governments in the 
expansion of the aviation market.

“Latin American airlines have always 
used US and European airlines as an 
example, but have never been able to 
resemble them. Latin Americans have a 
number of barriers that do not allow them 
to achieve the same development in the 
short or medium term. Basically these 
barriers are taxes and airport charges”, ex-
plains KPMG's aviation and tourism leader 
for Latin America, Eliseo Llamazares.

Each country has its obstacles. There is 
no regulatory or cost uniformity for the 
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industry across nations, leading to unsyn-
chronized advances. Mexico and Chile 
are better off, Colombia and Argentina 
are taking their first steps, and Brazil is 
still waiting with recent changes in legis-
lation that may attract low-cost airlines to 
the domestic market.

“Latin America as a whole is unlikely to 
see low-cost airline penetration levels as 
observed in other major markets such as 
the United States and Europe. However, 
due to the low level of use of air modal 
and the high fares currently adopted, there 
is a distinct package of opportunities for 
increasing penetration of low-cost airlines 
in the region”, says ICF Aviation Director 
Carlos Ozores.

The main strategy adopted by these 
companies in the region has been to pick 
up passengers who use land transportation 
and have not yet traveled by plane. Thus, 
they do not necessarily have to compete 
directly with traditional companies. By 
pointing to this audience, low-cost airlines 
demystify air transportation as a mode for 
the rich. In addition, by the way, they still 
do not have to deal with the behavioral 
issues of those who are used to flying with 
traditional companies, such as paying for 
baggage check, face-to-face check-in, or 
choosing a seat on the plane.

“Low-costs do not create a market from 
scratch. They take a market that already 
exists, like the bus, and attract passengers 
to a new transportation mode”, explains 

Ozores. “The goal of low-costs is not to get 
legacy passengers to travel at low prices. 
They are different types of passengers with 
different motivations. This is the success of 
low-cost companies in creating demand”, 
reinforces Llamazares.

The impact of government decisions
There is no low-cost airline without a regu-
latory environment aligned with the prac-
tices of such companies. The most recent 
example is from Argentina. Taking over 
the presidency in December 2015, Mauricio 
Macri led a project called “Revolución de 
los Aviones” (The Airplane Revolution). 
The idea was to deregulate the air sector to 
promote tourism in the country. It granted 
new routes, attracted new airlines, invest-
ed in airport infrastructure and ended the 
tariff minimum.

Given these measures, the first low-cost 
airline to land in Argentina was Flybondi, 
with its maiden flight in January 2018. 
Following that came Norwegian, still in 
2018, and JetSMART, the following year—
in common, all with financial resources 
from international groups. In less than 
two years, together, they transported more 
than 3 million people. This means that one 
in five people who travel by plane in the 
country does so with a low-cost airline. 
According to data from the Argentine 
Ministry of Transportation, in this period, 
between 15% and 20% of passengers made 
their first trip in air mode.

Norwegian was the 
second low-cost 
airline to arrive in 
Argentina in 2018.
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“The impact is that the domestic 
market has grown enormously since 2016. 
A positive number is that Aerolineas 
Argentinas, always protected by govern-
ments, including against market growth, 
has less market share today, but carries 
more passengers. Another positive 
impact is the increasing penetration of 
air transport, something that had not hap-
pened in Argentina before,” observes avi-
ation law expert and former Aerolineas 
Argentinas executive Diego Fargosi.

The main point for the entry of low-
cost airlines in Argentina was the end 
of the tariff minimum. Before, there was 
a minimum amount that airlines could 
charge to issue a ticket. This made $ 1 
tickets, as Flybondi sells on some occa-
sions for example, impossible. “The tariff 
minimum was a protectionist measure 
for Aerolineas Argentinas, but also for 
the bus transportation sector. With this 
elimination, a flight from Buenos Aires to 
Cordoba, for example, is only 20% more 
expensive than land transportation,” says 
KPMG's Eliseo Llamazares.

Depending on government actions, the 
market is subject to power exchanges. New 
President Alberto Fernández, elected in 
the end of October, can put advances cel-
ebrated by low-cost airlines in Argentina 
in check. His Vice-President is former 
President Cristina Kirchner, who led the 
country between 2007 and 2015, and is 
aligned with a more protectionist policy.

In this scenario, the concern of low-
cost companies is already evident. “There 
is concern amongst low-costs about the 
new government and the role Aerolineas 
Argentinas will play, and the company's 
unions that have historically been the main 
reason for controversy in the aerospace 
industry and that, at times, worked directly 
against expanding the market”, says Fargosi.

ICF Aviation analyst Carlos Ozores 
hopes that policies created under the 
Macri administration will not be changed 
by the new president. In favor of main-
tenance is the fact that low-cost compa-
nies created new routes and transported 
people who had never flown on a plane 
without necessarily weakening Aerolineas 
Argentinas. He adds, however, an aspect 
that may impact the industry. “Everything 
will depend on the exchange rate, if it will 
get worse or if the government will seek 
exchange rate stability. It's hard to sustain a 
business, especially in a dollarized market”.

El Palomar: once a model, now a 
controversy 
Within the low-cost model enshrined by 
European airlines is the use of second-
ary airports, sometimes further from 
the central area of the city, but more 
practical and cheaper for companies. 
This is the case, for example, with 
Beauvais, 80 kilometers from Paris, or 
Girona, 90 kilometers from Barcelona. 
For the passenger, a cheap ticket is bet-
ter than the ease of reaching the central 
area.

In Latin America, the reality is differ-
ent and there are practically no friendly 
airports to low-cost companies. “Here 
low-costs need to operate at the same 
airports as legacy companies”, com-
ments Llamazares.

There is only one airport that meets 
the needs of low-cost companies in the 
region: El Palomar, located 14 kilome-
ters from downtown Buenos Aires, 
about five kilometers further away than 
Aeroparque, the city's main domestic 
terminal. The airport functioned only as 
a military air base, but was adapted by 
an incentive from the Argentine govern-
ment in partnership with Flybondi to 
receive commercial flights.

El Palomar has a small terminal and 
an even smaller one, a satellite, and two 
yards for up to 11 aircrafts. No boarding 
bridges and a few stores and food op-
tions. However, this is more than enough 
for Flybondi and JetSMART, companies 
operating on-site. Norwegian, another 
low-cost airline flying in Argentina, uses 
Aeroparque as its base in Buenos Aires. 
Between January and September 2019, 
more than 956 thousand passengers 
passed through El Palomar.

However, what was a solution turned 
into controversy. Being located in a 
residential area, it received criticism 
and protests, which ended up in court. 
As a result, since September 26, El 
Palomar has been operating with 
take-off and landing restrictions from 
10 pm to 7 am, a decision that has 
affected Flybondi and JetSMART flight 
schedules. According to the Argentine 
Ministry of Transportation, 30% of 
all airline passengers were arriving or 
departing from the airport in this time 
slot. The Argentine government itself 
has appealed the court decision and is 
awaiting a definition of the case. 

Domestic market share

Chile

Regular airlines Low-cost

2015 Sky

79% 24.8%

Sky2016

79% 25.4%

Sky + JetSmart2017

79% 29.9%

Argentina

2017

100%

Flybondi + Norwegian + JetSmart2019*

81% 19%

Sky + JetSmart2018

79% 37.9%

Sky + JetSmart2019*

79% 40.1%

93%

Flybondi + Norwegian2018

7%

*until September
Source: Administración Nacional de Aviación Civil (Anac)



16 LABS COLLECTIONS THE LOW-COST REVOLUTION IN LATIN AMERICA'S AIR TRAVEL

THE LARGEST MARKET

Brazil finally opens  
up to low-cost airlines.  
What comes after that?
Changes in the sector’s regulation in the country represented advances, 
but there are still no prospects for the establishment of low-cost 
companies in the domestic market

 W hen Chilean Sky landed in 
Rio de Janeiro in November 
2018, Brazil began a new era 

in its commercial aviation. A year after 
the arrival of the first low-cost airline, 
other companies have followed suit and 
more are coming. However, what we see 
so far in Latin America’s largest country 
is a movement from the outside in and 
not necessarily the existence of a healthy 
environment that offers domestic compa-
nies a low cost of operation, or even lower 
passengers fares.

Since 2017, when Brazil’s National Civil 
Aviation Agency (Agência Nacional de 
Aviação Civil - ANAC) released changes 
to air transport regulations, with the 
permission to charge for seat marking 
and baggage clearance, for example, the 
debate over the subject has heated up. 
On one hand, the airlines celebrated and 
guaranteed that ticket prices would fall, 
and on the other, passengers and con-
sumer organizations condemned what 
could result in higher fares.

Years later, the issue seems to 
be resolved, at least for now. This 
is thanks to a Provisional Measure 
signed by President Jair Bolsonaro 
in June 2019 that increased foreign 
capital participation in airlines 
from 20% to 100%, and the main-
tenance by National Congress, in 
September, of the presidential veto 
to the item that prohibited charging 
for checked luggage. These two 
points are key to enabling low-
cost airlines to set up and operate 
in the Brazilian domestic market. 
However, more needs to be done.

“We still don't see the same condi-
tions that other markets offer for low-
costs to thrive on. Approving foreign 
capital and allowing airlines to charge 
for baggage clearance is just the 
beginning”, says Ativa Investimentos 
analyst Ilan Arbetman.

The major obstacle is still the 
aviation costs in the country. The two 
main points are state fuel taxes and 
the devalued Real against the Dollar. 
Brazil is the only territory in the 
world that taxes jet fuel regionally, 
an input that now accounts for about 
33% of airline spending, according to 
industry data—the average of more 
mature markets such as the United 
States and Europe is 22%. In addition, 
approximately 52% of industry costs 
are pegged to the dollar, making the 
operation more expensive.

BY GUSTAVO RIBEIRO

“We still don't see the same conditions that 
other markets offer for low-costs to thrive 
on. Approving foreign capital and allowing 

airlines to charge for baggage clearance is 
just the beginning”

ILAN ARBETMAN. ATIVA INVESTIMENTOS ANALYST
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“QAV [jet fuel] is still a distor-
tion, mostly due to the existence 
of the ICMS [Tax on Circulation of 
Goods and Services] and the pricing 
formula of Petrobras, which charges 
in dollar a product that is produced 
in Real”, explains the President 
of the Brazilian Association of 
Airlines (Abear), Eduardo Sanovicz. 
Agreements between airlines and 
state governments have reduced the 
ICMS tax on fuel, but the industry 
believes that the issue should only 
be resolved entirely through a tax 
reform that eliminates the tax.

Another aspect that Abear poses 
as a hindrance is the judicialization 
of issues between passengers and 
airlines. “In Brazil, there is a huge 
difference in consumer regulations, 
blaming airlines for responsibilities 
that are not theirs anywhere else in 
the world”, says Sanovicz. According 
to the industry, this clash generated 
BRL 150 million in costs to compa-
nies in 2018, which was eventually 
passed on to the ticket price. In the 
account are, for example, moral 
damage lawsuits for flight delays and 
cancellations due to adverse weather 
conditions.

The impact of foreign low-cost 
airlines on the country
In addition to Sky, which started in 
2018 flights between Santiago and Rio 
de Janeiro and Sao Paulo, two other 
foreign low-cost airlines began flying 
to the country. In March this year, 
Norwegian debuted on the London-
Rio de Janeiro route and Argentina's 
Flybondi began linking Buenos Aires 
with Rio in October. In December, it 
will be JetSMART's turn with flights 
from Santiago to Salvador, and in 
2020 with routes to Sao Paulo and 
Foz do Iguaçu.

The possibility of charging for bag-
gage clearance was crucial for these 
companies to arrive in the country. The 
low-cost model does not exist without 
this type of device. In addition, foreign 
airlines benefit from the fact that on in-
ternational flights, the fuel is not taxed 
as in the domestic market. “These new 
companies would never be flying to 
Brazil without changing the charging 
system,” says Sanovicz. 

Even operating only international routes 
initially, foreign airlines can even help the 
passenger adapt to new developments in 
the sector. Not always, a customer who is 
used to checking luggage free of charge 

Air Europa's 
parent company, 
Globalia was the 
only company to 
show interest in the 
Brazilian domestic 
market so far.
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realizes he was already paying extra to car-
ry his bags in the airplane hold, since the 
amount had been added to the fare. Seeing 
lower prices, however, can convince this 
customer that it may be a good idea.

With the heated debate on the subject, at 
first, the Brazilian passenger shows signs 
of getting used to it. As long as the ticket 
is cheaper. “Today we are passing 60% of 
the tickets without luggage clearance. And 
almost seven out of ten passengers know 
exactly how to behave and know what's 
going on”, says Abear's president.

Moreover, if price is important, the 
arrival of these companies has shown to 
influence the industry, throwing down 
the price of fares. According to data 
from Kayak, a travel-planning tool, there 
was an average fare reduction of 23% 
on routes Norwegian and Sky take to 
Brazil. “Prices may have decreased both 
because low-cost airlines are offering 
cheaper fares and because traditional 
airlines have been reviewing their strate-
gy, that may include lowering their base 
prices and offering less services during 
their flights to remain competitive,” 

comments the operations manager of 
Kayak in Brazil, Eduardo Fleury.

The challenge is to carry this reduc-
tion to the domestic market. This would 
depend on the arrival of new, possibly 
foreign, companies bringing the low-
cost model to the country. Globalia, 
which has just sold the low-cost Spanish 
company Air Europa to the IAG group, 
owner of British Airways and Iberia, has 
expressed interest in operating in the 
Brazilian domestic market. As soon as 
the Provisional Measure that released 
100% foreign capital was signed, the 
group applied for the concession to 
operate the regular passenger service, 
which was promptly authorized by 
ANAC. Globalia has not yet announced 
plans for Brazil or even if it will adopt 
the low-cost model in the country.

Analyst Ilan Arbetman assesses as pos-
itive the possible coming of the European 
group to the country, which could at-
tract other companies. “It needs to start. 
And the sooner the better for everyone, 
especially the consumer who gets more 
options. We need the airlines moving,” he 
says. "We can believe that in the short to 
medium term, with the establishment of 
more low-cost airlines in Brazil, with the 
transformation and adaptation of aviation 
to new times, the market tends to grow 
exponentially," he adds.

The president of ABEAR, on the other 
hand, is more cautious. “I believe that the 
market is completely open, there is noth-
ing legal or institutional that prevents the 
establishment of new companies, but this 
will only happen with the recovery of 
economic growth. With a stagnant econo-
my, rising currency and dollar costs, what 
happened this year was that a company 
[Avianca] broke down”, he warns.

In the same vein follows the president 
of the Latin American and Caribbean 
Air Transport Association (Associação 
da América Latina e do Caribe de 
Transporte Aéreo - ALTA), Luiz Felipe 
de Oliveira. In an interview with 
FlightGlobal, he said that the Brazilian 
market is not competitive for airlines and 
that low-cost airlines "need to have legal 
confidence that the market will continue 
as it is and will have no change in the 
near future." 

Norwegian was the 
second low-cost 
airline to apply for 
authorization to 
operate in Brazil.
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JETSMART

JetSMART wants to 
revolutionize aviation 
in South America
Controlled by a US group, the Chilean airline bets on modern 
aircraft and the passenger who has never traveled by plane to 
expand destinations across the region

 J etSMART's plan is ambitious: 
revolutionize aviation in South 
America. It may even sound 

presumptuous from a low-cost Chilean 
airline that first flew in 2017 and has 15 
airplanes in its fleet. However, when you 
look at who is behind it, you realize that 
this is not crazy. They are the Indigo 
Partners, a US investment fund that 
controls not only the Chilean airline, but 
also the United States’ Frontier Airlines, 
Mexico's Volaris and Hungary's Wizz 
Air, and which invested 59.5 billion euros 
to buy 430 Airbus aircraft in the largest 
purchase of equipment in the history of 
commercial aviation.

“When we started the JetSMART 
project, we were very clear about what 
we wanted to be and how we expected 
to impact the industry. We always talk 
about making a revolution in South 
America’s aviation. That's what we 
are doing,” says the company's CEO, 
Estuardo Ortiz. And the revolution 
has begun. In less than three years of 

operation, the company has exceeded 
4 million passengers and flies to 23 
destinations in Chile, Argentina and 
Peru, and will soon land in Brazil and 
Colombia.

The company was born with the 
same DNA as the Indigo Partners' sis-
ters, based on an ultra-low-cost model 
where passengers have the freedom to 
choose what they want to pay in addi-
tion to the fare, such as baggage check, 
seat booking or in-person check-in. 
Coupled with this, a modern fleet en-
sures more economy in operation and 
fuel consumption. “Low cost does not 
mean low quality. We don't sacrifice 
quality,” says Ortiz.

This model allows the company to of-
fer fares under $ 10 on various domes-
tic segments and to attract passengers 
who have never boarded an airplane. 
By the way, this is the focus to keep 
growing. “We are looking for a market 
that doesn't exist yet. We do not think 
of people who already travel by plane, 
but of those who do not travel by plane. 
We are not looking at the air market, 
but the transportation market,” contin-
ues the JetSMART’s CEO.

This means offering routes that 
other airlines do not offer, including 

 “When we started the JetSMART project, 
we were very clear what we wanted to 
be and how we expected to impact the 
industry. We always talk about making 
a revolution in South American aviation. 
That's what we are doing”
 
ESTUARDO ORTIZ, JETSMART’S CEO

BY GUSTAVO RIBEIRO
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fleeing major airports. For JetSMART, 
it makes no sense to fly from Arica to 
Antofagasta, both in northern Chile, 
and make a connection in Santiago. Or 
go from Mendoza to Neuquen with a 
stop in Buenos Aires.

It was precisely this thought of 
decentralization that led the company 
to operate in Argentina's domestic 
market. According to Estuardo Ortiz, 
the country flies very little and has 
huge opportunities and potential. 
From April, when the flights began, 
until September, it carried more than 
285 thousand passengers and already 
has a 3% share of the internal routes.

The animals that move growth
JetSMART planes are virtually un-
mistakable. In addition to the fuselage 
logo, there is a feature that sets them 
apart from other airlines in the region. 
On all planes there is the image of 
a typical South American animal 
painted on its tail, whether large or 

small birds or felines, penguins and 
deer. And animals are what should 
not be missing for the company in the 
coming years.

Today JetSMART flies 12 aircraft in 
Chile and three in the Argentine sub-
sidiary, all 186-passenger A320 Airbus 
planes received directly from the 
Toulouse plant, in France, giving the 
company's fleet an average age of less 
than a year and a half, the youngest on 
the continent.

In early October, the company 
received the first A320neo, a new 
generation aircraft that consumes 20% 
less fuel than the previous version. 
It will be joined by another 55 in the 
coming years—six of them by the first 
half of 2020—making it the flagship 
equipment of the company's fleet. The 
$ 8.4 billion investment still includes 
14 A321neo, with even more seats. 
In total, between direct orders and 
leases, JetSMART aims to reach 104 
aircraft over the next seven years.

“We are looking for a market 
that doesn't exist yet. We 
do not think of people who 
already travel by plane, but 
of those who do not travel 
by plane. We are not going 
to search the air market, but 
the transportation market”
 
ESTUARDO ORTIZ, JETSMART’S CEO
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And while the A320neo is the fleet 
standard, another plane will allow the 
company to fly farther, literally. It is the 
A321XLR, the long-range version of the 
A321neo. JetSMART will be the first 
company in Latin America to receive 
the aircraft from 2023. The A321XLR 
can carry up to 244 single-class pas-
sengers and fly 8,700 kilometers, giving 
the possibility of connecting South 
American cities to the United States 
and even Europe, departing from the 
Brazilian northeast region.

“The A321XLR is the plane that we 
hope will be part of the air transporta-
tion revolution we are making. Today, 
many routes are only flown by tradi-
tional airlines. The low-cost model did 
not have until then aircraft that could 
compete in these markets. There was 
not a plane with sufficient range. The 
A321XLR will deliver this at a low 
cost,” celebrates Ortiz.

Brazil: the next step
After Chile, Argentina, and Peru, the 
next frontier for JetSMART to break 
through is Brazil. And it's not just 
any destination. For the company, the 
country has the most potential and 
market size to be explored. The first 
destinations from Santiago will be 
Salvador (December), Foz do Iguaçu 
(January 2020) and Guarulhos/
Sao Paulo (March 2020). The new 
A320neo will perform the flights.

JetSMART's operation in 
Brazil was only possible after 
recent changes in air trans-
port regulations that allowed 
airlines to charge for baggage 
clearance, which is para-
mount for low prices. And 
precisely because it is still an 
unusual model in the country, 
the company wants to feel the 
environment before offering 
more routes. “Let's see how 
the Brazilian market responds 
to a low-cost airline. For now, 
the response has been quite 
positive. But let's wait a few 
months to see how this trend 
continues and to see if we grow even 
more in Brazil,” says Estuardo Ortiz.

Nevertheless, revolutionizing avia-
tion in South America means having 
a strong presence in Brazil. Not only 
with international flights, but also in 
the domestic market. With the change 
in Brazilian law that allowed 100% 
foreign ownership in airlines, there is 
no legal impediment for JetSMART to 
open a subsidiary in the country, just 
as it did in Argentina. With so many 
airplanes ordered, Argentina and 
Chile can get small.

The company's CEO does not rule 
out this possibility in the future. “We 
are very much focused and we like 
things well done and at the right mo-
ment. We’ll see if there will be a time 
to operate more than just international 
flights. For now, the focus is on the 
operation between Brazil and Chile,” 
concludes Ortiz. 

“We are very much focused and 
we like things well done and at the 
right moment. We’ll see if there will 
be a time to operate more than just 
international flights. For now, the 
focus is on the operation between 
Brazil and Chile”
 
ESTUARDO ORTIZ, JETSMART’S CEO

Fleet
15 AIRCRAFT

14 A320ceo 

1 A320neo

Destinations
TOTAL: 23

13 in Chile

8 in Argentina

2 in Peru

+3 Brazil (starting)

+2 Colombia (starting)
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SKY

From legacy to low-cost: 
Sky changes business 
model to offer lower fares
Chilean airline wiped costs and reduced structure in 2015 to invest  
in cost-saving aircraft and to open a subsidiary in Peru

 F or over 13 years, Sky has been a 
legacy airline. It sold tickets at 
physical stores and travel agencies, 

built luggage check and seat marking into 
the ticket price, served meals on board, 
just like any other traditional airline 
business. In 2015, the company decided to 
let go of this format and bet on a model 
inspired by the European low-costs air-
lines. It changed radically in a short time. 
It reduced operating costs and offered 
passengers lower fares, giving them the 
freedom to choose whatever they wanted 
beyond the ticket.

This change was led by CEO Holger 
Paulmann shortly after the death of his 
father Jürgen Paulmann, Sky founder 
and at the time CEO. It was not an easy 
transition. To enter the world of low-
cost companies, it had to give up about 
40% of its income sources, which came 
from travel agency sales or passengers 
from partner airlines. However, while 
losing revenue, it invested in technol-
ogy, bet on direct sales channels, such 
as the website itself, adjusted the route 
network and began offering extra ser-
vices to passengers.

“It was an arduous and difficult 
process because many felt that the low-
cost model would not work in a market 
like the Chilean. In addition, there was 

a precedent that many airlines that 
had tried to compete with Latam were 
unsuccessful,” explains Sky's commer-
cial director Carmen Gloria Serrat. 
“We aim to be as efficient as possible 
to lower ticket prices, but without 
sacrificing our commitment to deliver 
simple and reliable services to custom-
ers”, she adds.

Another pillar of this change, which 
is still ongoing, is to rely on a modern 
fleet. This means replacing the Airbus 
A319 and A320 aircraft with an average 
age of 15 years for new, more efficient 
and economical A320neo aircraft. From 
an order of 21 aircraft of the model, Sky 
has already received 11 and expects to 
have the remainder by 2021, when it 
will have only new generation planes, 
which consume on average 20% less 
fuel. In the order book are still three 
A321neo, with larger capacity—220 
against 186 of the A320neo.

BY GUSTAVO RIBEIRO

 “We were the first low-cost 
carrier in Latin America to 
introduce the A320neo into the 
fleet and we will be the first South 
American airline to have a 100% 
A320neo fleet”
 
HOLGER PAULMANN, SKY'S CEO
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“The A320neo is the latest generation 
of short-range aircraft. Recently we have 
already reached 50% of our fleet with 
these planes, we were the first low-cost 
carrier in Latin America to introduce the 
A320neo into the fleet and we will be the 
first airline in South America to have a 
100% A320neo fleet,” says Serrat.

By standardizing the fleet with 
new-generation airplanes only, Sky can 
simplify, streamline and keep opera-
tions safe. "The more aircraft models 
you have, the greater the operational 
complexity, the greater the operational 
risk, and the more likely you are to 
make mistakes, because you need to 
have mechanics who are prepared to 
maintain aircraft from different man-
ufacturers," explains the company's 
commercial director.

This business transformation has gen-
erated significant results for the compa-
ny. Since adopting the low-cost model, 
Sky has grown annually above 10% in 
the amount of passengers carried. If 
in 2014, it had 2.45 million travelers 
on its planes in the Chilean domestic 
market, in 2018 that number surpassed 

3.46 million. This latest mark should 
be surpassed by the end of this year, 
as between January and September it 
transported 2.82 million people. 

Expansion passes through Peru
Based on a new business model, Sky 
evaluated the possibility of operating 
domestically in other markets and saw 
a good opportunity in Peru. According 
to the company's analysis, there is 
plenty of room for growth, especially 
among passengers using ground trans-
portation today and cannot afford to 
pay for air tickets.

By deploying four A320neo planes to 
Peru, Sky began internal flights in April 
2019, all departing or arriving in the 
capital Lima. In six months of opera-
tion, it had already carried more than 
500 thousand passengers—the revised 
goal is to reach close to 1 million travel-
ers by the end of the year. “We have an 
occupancy rate of 83% and punctuality 
of 95% in Peru. I dare say it's the best 
start of an airline in a new country in 
the last 30 years,” celebrates Sky's com-
mercial director Carmen Gloria Serrat.

“It was an arduous and difficult 
process because many felt that the 
low-cost model would not work in  
a market like the Chilean. In addition, 
there was a precedent that many 
airlines that had tried to compete 
with Latam were unsuccessful”
 
CARMEN GLORIA SERRAT, 
SKY'S COMMERCIAL DIRECTOR
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To continue growing, the fleet will 
be reinforced with two more A320neo 
airplanes, totaling six. They are the 
ones that will allow the company, for 
example, to start the first route that 
does not pass through Lima. In early 
2020, Sky Peru will fly directly between 
Arequipa and Cusco. “We are aiming to 
achieve between 25% and 30% market 
share [in Peru]. This, in the original 
planning, was expected to happen 
within three years, but we believe we 
will achieve it sooner. By the end of 
2021 we expect to have a 25% market 
share,” adds Serrat.

While the current focus is to 
increase operations in Peru, Sky 
continues to expand its network to 
other countries. The company is South 
America's low-cost airlines with most 
international routes. From Santiago, 
it connects passengers to three other 
countries: Argentina (Buenos Aires 
and Cordoba), Brazil (Florianopolis, 
Rio de Janeiro and Sao Paulo) and Peru 
(Lima). In December, the company will 
expand its participation in Brazil, with 
flights between the Chilean capital and 
Salvador, but only during high season.

Brazil, by the way, is a key destination 
for Sky. After a year of operation in the 
country—the first flight was between 
Santiago and Rio in November 2018—the 
company has increased its presence in 
Brazilian skies. “Brazil is one of the most 
important markets in Latin America and 
with less than a year of operation we have 
already announced increased frequencies 
and new routes. This shows the good 
reception we had in the Brazilian market”, 
says the company's commercial director.

Despite its focus on Peru and inter-
national flights, the company envisions 
operating domestically in another Latin 
American market. Argentina and Brazil 
would be the favorites. Sky, however, does 
not confirm. “We hope that in the future 
we can enter a third market within Latin 
America, but for now, in the short term, it 
is not on the horizon,” concludes Serrat. 

“We have an occupancy rate of 83% 
and punctuality of 95% in Peru. I 
dare say it's the best start of an 
airline in a new country in the last 
30 years”
 
HOLGER PAULMANN, SKY'S CEO

Fleet
20 AIRCRAFT

9 Airbus A319 

11 Airbus A320neo

Destinations
TOTAL: 29

14 in Chile

10 in Peru

3 in Brazil (+1 starting)

2 in Argentina
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FLYBONDI

Flybondi leads 
and consolidates 
low-cost model in 
Argentina
Company founded by Swiss aviation executive has carried 2 
million passengers and has almost 10% market share in the 
domestic market

 T he flight FO5432 that took off 
shortly after 3 pm from Cordoba 
Airport to Puerto Iguazu on January 

26, 2018 can be coined historical. More 
than Flybondi's debut, it was the first flight 
of a low-cost airline in Argentina, a coun-
try that for decades saw its commercial 
aviation dominated by state-owned airline 
Aerolineas Argentinas and had no options 
for flying at affordable prices.

Under the motto “Freedom to Fly”, a 
phrase stamped on the fuselage of the 
company's five Boeing 737-800 airplanes, 
Flybondi surpassed the mark of 2 million 
passengers in less than two years, with 
almost 300 thousand of them traveling for 
the first time by plane. Figures that rank the 
company as the third largest in the country, 
with a domestic market share of 9%, behind 
only Aerolineas Argentinas and Latam.

The speed with which everything 

happened it's linked with the deregulation 
in the aviation sector in the country, which 
allowed the entry of new airlines and 
ended the tariff minimum, but also with 
the appetite of Flybondi’s creator: Julian 
Cook. The Swiss, who founded Flybaboo 
in 2003 and was the director of the leas-
ing company AviaSolutions/GE Capital 
Aviation Services, landed in the country in 
2016 alongside well-known aviation figures 
such as Michael Cawley, former Ryanair, 
and Mike Powell, former WizzAir. In their 
pockets, $ 75 million of initial investment, 
mainly from Cartesian Capital Group LLC 
and Yamasa Co. Limited.

The company's model follows what the 
low-cost manual suggests: lean structure, 
standardized fleet with maximum capacity, 
unconnected routes and time optimization, 
extra paid passenger services, operation at 
secondary airports. “The results continue 
to show the growth trend, which shows 
that the business model is successful,” 
celebrates Flybondi CEO Sebastián Pereira, 
who took office in February this year in 
place of Cook, who became vice-president 
of the company’s Board. 

BY GUSTAVO RIBEIRO

“We have a long-term commitment to 
our country, so we are committed to 
continuing to generate connectivity, 

opportunity and accessibility for 
thousands of people”

 
SEBASTIÁN PEREIRA, FLYBONDI'S CEO
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One of Flybondi's innovations in the 
Argentine market is connecting cities 
without the need to connect to larger 
centers such as Buenos Aires. Thus, it 
is possible to fly directly from Tucuman 
to Rosario or from Mendoza to Puerto 
Iguazu. As a result, the company has 
conquered the tourism-oriented passen-
ger who previously only traveled by bus, 
as well as the smaller cities looking to 
expand as tourist destinations. Today, it 
operates in 14 Argentine cities.

“We have a long-term commitment to 
our country, so we are committed to con-
tinuing to generate connectivity, oppor-
tunity and accessibility for thousands of 
people. Air connectivity can be an ally of 
the provinces, as it drives many activities 
that contribute to regional economies and 
job creation,” says Pereira.

From El Palomar
Before flying, Flybondi wanted to es-
cape from Buenos Aires' main domestic 
airport, Aeroparque. As easy as it was to 
be close to the central area of the city, the 
cost of operation would be too high for 
a low-cost airline, not to mention that it 

would not have the agility and flexibility it 
planned for its flights from the Argentine 
capital. The alternative presented was El 
Palomar, an airport located 14 kilometers 
from downtown Buenos Aires, which 
functioned only as a military air base and 
which, at times, had received commercial 
flights as a result of ongoing construction 
work on Aeroparque.

With the support of the Argentine gov-
ernment, which has invested in improving 
the runway and yards and building a pas-
senger terminal, Flybondi has been able to 
make the airport its main hub. The small 
building has everything that is needed: 
check-in positions, a departure lounge, 
immigration areas for international flights 
and baggage claim. No boarding bridge. 
From the terminal, the passenger goes 
straight to the airplane’s door. Faster and 
cheaper.

“El Palomar is Flybondi's first home, 
where we started connecting Argentina, 
and is our main airport. For us, it is very 
important,” summarizes Sebastián Pereira. 
From El Palomar, the airline operates an 
average of 12 daily flights to 11 domestic 
and international destinations. Even more 

Fleet
5 BOEING 737-800

Destinations
TOTAL: 17
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flights would be leaving the airport, if it 
were not for a court order, which prohib-
ited takeoffs and landings between 10 pm 
and 7 am, following a lawsuit filed by res-
idents living near the terminal. With this, 
Flybondi had to adjust the route network 
and reduce the use of airplanes, which 
goes against one of the pillars of low-cost 
companies, which is always flying, all the 
time.

“We must understand that the mag-
nitude of this decision is national. It's a 
decision based on a neighbor's right to 
rest only to the detriment of the right to 
work, to be able to transport at low cost 
and even to improve the quality of life for 
thousands of people,” criticizes Flybondi’s 
CEO. “The most worrying thing is that 
it directly affects thousands of workers 
and jeopardizes the sustainability of the 
company's business,” adds Pereira, who 
has the Argentine government by his side 
to reverse the decision

To Brazil
While awaiting developments on El 
Palomar, Flybondi is taking the op-
portunity to expand its routes, now 

targeting the international market. After 
Asuncion in Paraguay and Punta del Este 
in Uruguay, the destination is Brazil. In 
October, the company debuted in the 
country with a flight linking Buenos Aires 
and Rio de Janeiro, and in December 
it will connect the Argentine capital to 
Florianopolis. The demand assessment 
was quickly positive as the company 
increased the number of weekly flights 
from three to four on both routes. In ad-
dition, it announced in late October that 
it will start flights in March 2020 between 
the Argentine capital and the Guarulhos 
airport in Sao Paulo.

“We have high expectations for this 
new market, not only for its size and 
characteristics, but for becoming a low-
cost alternative for all Argentines and 
Brazilians,” says Pereira.

In the route distribution conducted 
by the government in 2017, Flybondi has 
applied for and obtained authorization to 
operate to 13 destinations in Brazil, such 
as Belo Horizonte, Brasilia, Fortaleza, 
Salvador, Recife, Curitiba and Porto Alegre, 
in addition to those that already operate 
and/or which confirmed a start date. 

“We have high expectations for this 
new market [Brazil], not only for 
its size and characteristics, but for 
becoming a low cost alternative for 
all Argentines and Brazilians”
 
SEBASTIÁN PEREIRA, CEO AT FLYBONDI
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OPINION

The key to consumers’ 
pockets in Latin America

 A washing machine in Brazil costs 
around USD 338, equivalent to one 
and a half minimum wage salaries 

(~USD 240/month). In a country where 
over 50% of the working population earns 
less than that, the flat-out purchase of the 
machine is impossible for most. Yet over 
60% of Brazilian households own a wash-
ing machine. How is that possible? It’s all 
due to the invention of a payment mech-
anism that has empowered households 
across all of Latin America: installments. 

Installments and how they work
Installments (parcelas in Brazil, cuo-
tas in Argentina, meses sin interés in 
Mexico) refer to payment plans that allow 
consumers to pay for a purchase over 
the course of months or years without 
paying interest. Unlike traditional credit 
card usage, in which the consumer pays 
the full price upfront and pays off his 
balance over time with interest, install-
ments are offered to the customer at the 
point of sale by the merchant. Of course, 
the “interest free’ nature of install-
ments is an illusion: merchants raise the 
prices of goods sold to customers using 

installment plans to cover the financial 
cost of the credit. In fact, merchants often 
offer a discount for purchases made in 
cash. 

Nevertheless, the advantage of install-
ments is that the customer sees the total 
purchase upfront and is not subject to 
the snowballing interest payments that 
may occur with paying down regular 
credit card debt. To offer installment 
plans to their customers, merchants pay 
a higher merchant discount fee to the 
acquirer—up to 7% or 8% in some cas-
es—and opt to receive payments as they 
become due or receive the full purchase 
price up front for an added fee. Issuers 
are the ones to assume the credit risk, 
thus merchants are guaranteed to receive 
their total funds. 

Hooked on installments
Installment payment plans have become 
extremely popular in Latin America, both 
for in-store payments and in e-commerce, 
particularly in Brazil, Mexico, Colombia 
and Argentina. Data from EBANX reveals 
that 60% of e-commerce purchases are 

BY LINDSAY LEHR
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paid for using an installment plan. Survey 
data developed by Argentine research firm 
D’Alessio IROL shows that in 2019, 77% of 
Argentine households are paying cuotas, 
up from 68% in 2018.

Data also tells us that installments are 
used for surprisingly low-ticket values 
and that their usage increases in line with 
purchase price. A 2019 consumer survey 
conducted by EBANX showed that 65% of 
consumers prefer to pay with installments 
for products priced between USD 25-50; 
this number grows to 79% for products 
valued USD 50 or more (see Info 1). As 
such, installments are heavily relied upon 
for the purchase of high-value goods, such 
as jewelry, electronics and travel.

In many ways, installment payments 
have been responsible for modernizing 
Latin America and enriching the middle 
class, by providing unprecedented access 
to technology and travel services.

Travel and the use of installments 
during economic downturn
Travel is one of the industries in which 
installments have been most critical in 
Latin America. Within e-commerce alone 
(which represents only a fraction of the 
total travel industry), travel expenditure 
totaled USD 43 billion in the region’s top 
10 markets, according to Americas Market 
Intelligence (AMI) data. Travel is funda-
mental for the Latin American middle class 
and represents a treasured annual event. For 
aspirational families, especially Brazilians 
and Argentineans, international travel is an 
especially important indicator of well-being 
and success. From 2010 to 2017, the number 
of Latin American visitors to the U.S. grew 
from 5.2 million to 8.3 million, reflecting a 
7% annual growth rate, according to Statista 
data platform.

Curiously, outbound travel from Latin 
America has grown despite 
periods of recession and 
currency devaluation. In 
2018 alone, 4.4 million 
Argentines flew to in-
ternational destinations 
despite GDP falling by 
2.5% and the Argentine 
peso devaluating by 
70% in comparison 
to the US dollar. 
Argentines, 70% of 
whom believe travel 

is synonymous with good living, admitted to 
sacrificing spending in other areas of their 
lives to accommodate their “annual” trip. In 
Brazil, the real devaluated by 15% in 2018, 
but the number of Brazilians who studied 
abroad increased by 20%, according to 
Kayak Hotel Travel Report. (see Info 2).

This poses the question of how? How 
does spend in US dollars consistently 
increase even when the value of Latin 
American currencies decreases? This 
growing consumption is powered by 
installments. 

In select markets, travel services are 
overwhelmingly paid for using installment 
payments because of the high average 
purchase price. Their use increases during 
times of weak local currency. For example, 
Info 3 displays the change in installment 
use over time of a particular Brazilian 
online travel services merchant. We see 
that the share of total transactions made 
in installments nearly doubled from 2017 
to 2018, precisely when the Brazilian real 
lost 15% of its value. Installment usage 
declined slightly as currency devaluation 
decelerated in 2019 but still maintained 
a high total share of overall transactions 
(77%). Anecdotally, a Brazilian online seller 
of tickets for major events in the U.S., in-
cluding the Superbowl and the NBA Finals, 
reported that its total number of credit card 
transactions grew by 35% between July 2018 
and March 2019—all thanks to a growing 
number of installment purchases.

These data show that travel remains a 
priority for Latin Americans even during 
periods of financial crisis. This, howev-
er, does not mean that consumers spend 
wastefully. Experts observe that during 
times of currency volatility, Brazilian 
consumers frequently issue several boletos 
bancários—a printable voucher that allows 
consumers to pay in cash at a convenience 
store—at various times throughout the 
day to try and get the best exchange rate 
for their online purchases. At the end of 
the day, the consumer chooses the boleto 
with the most favorable exchange rate and 
converts the sale—subsequently saving a 
few cents, on average.

This process is so common that the bole-
to conversion rate falls to just 10% (from its 
average of ~30%) during times of currency 
volatility. Despite being time-consum-
ing and minimally effective, the issuance 
of multiple boletos shows that LatAm 

Preferred purchase method among
Brazilian consumers by purchase price

USD 7.50 - USD 15

16% 84%

Up to USD 7.50

11% 89%

USD 15 - USD 25

37% 63%

USD 25 - USD 50

65% 35%

USD 25 - USD 50

79% 21%

Single up-front paymentInstallments
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consumers are willing to go the extra mile 
to pay less at the point of sale. 

This practice demonstrates why install-
ments are so popular in Latin America: 
consumers seek ways to maintain their 
consumption levels even when their mon-
ey is worth less. Doing so is well-engrained 
in their culture and shopping habits. 
Installments enable such behavior: they 
expand consumers’ purchasing power and 
open up a realm of possibilities that would 
be unattainable otherwise.

This process is so common that the bole-
to conversion rate falls to just 10% (from its 
average of ~30%) during times of currency 
volatility. Despite being time-consuming 
and minimally effective, the issuance of 
multiple boletos shows that LatAm con-
sumers are willing to go the extra mile to 
pay less at the point of sale. 

This practice demonstrates why install-
ments are so popular in Latin America: 
consumers seek ways to maintain their 

consumption levels even when their 
money is worth less. Doing so is well-en-
grained in their culture and shopping 
habits. Installments enable such behavior: 
they expand consumers’ purchasing power 
and open up a realm of possibilities that 
would be unattainable otherwise.

A caveat to installments: 
further opportunity to empower 
consumers
Undoubtedly, merchants who offers 
installments to Latin Americans sell 
more by making their products more af-
fordable. That said, merchants can be an 
even stronger ally to customers by help-
ing them to pay the full price of their 
trip before their travel dates. When 
traveling abroad, Latin Americans want 
to maximize their spending ability, since 
goods found internationally are most 
often cheaper than those in their home 
countries. Thus, Latin American travel-
ers treat trips as epic shopping sprees. 
One problem with installment payments 
is that they tie up a cardholder’s credit 
line until the entire purchase is paid 
off; a trip paid for in installments could 
therefore hinder a cardholder’s ability 
to shop while traveling. As a result, 
programs or incentives for consumers 
to free up their credit lines before their 
date of travel could help empower con-
sumers even more.

Installments are an essential tool for 
any merchant trying to penetrate Latin 
America. They are deeply embedded 
in consumers’ mindsets. The “jeitinho 
brasileiro,” which translates to “the 
Brazilian way,” means finding a way 
to accomplish something by slightly 
bending the rules. Installments are 
emblematic of this: they represent a way 
for consumers to access a product that 
they really cannot afford. 

For international merchants, offering 
installments thus expands the address-
able market and makes them competitive 
with local merchants. Latin American 
consumers and merchants have proven 
to be resilient despite recurring econom-
ic downturns, creatively coming up with 
solutions to economic pressures. To gain 
a foothold in the region, international 
merchants must adopt a similar sense 
of adaptability by offering the payment 
instruments that fuel consumption when 
pockets are thin. 

Latin America and the Caribbean (LAC) visitors to 
the U.S. and the regional GDP
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Ricardo and Chino Darín 
together for the first time 
ever in Heroic Losers
The latest box-office success in 
Argentina and their bet for the next 
Oscar, Heroic Losers, from Sebastián 
Borensztein, depicts a group of friends 
that join their savings to bring back an 
agricultural cooperative and recover the 
economy of their small town. The film 
takes place during the popularly called 
corralito, in 2001, when Argentina's 
banking system collapsed and the 
country started to freeze deposits.

La Odisea de los Giles, 2019

Jazz Age Brazilian Illustrator 
on display in São Paulo
José Carlos de Brito e Cunha, known 
as J. Carlos, was a Brazilian cartoonist, 
illustrator and a major talent in Brazilian 
Art Deco graphic design. From Rio 
de Janeiro, J. Carlos' work portrayed 
the changes in twentieth-century 
Brazil. 300 pieces from his extensive 
production are being exhibited at the 
Instituto Moreira Salles (IMS) in São 
Paulo, until January 26, in the J. Carlos - 
Originais exhibition.

 
J. Carlos - Originais exhibition, Instituto 
Moreira Salles, São Paulo

Brazilian star Elza Soares 
recalls her journey in new 
album
Elza Soares, Brazilian samba singer, 
who was named, in 1999, Brazilian 
Singer of the Millennium by BBC Radio, 
released in September her 34th studio 
album, Planeta Fome, which connects 
the beginning of the singer's career to 
the present day. Available on streaming 
platforms, Planeta Fome approaches 
social problems in the country and 
brings collaborations with a handful of 
new faces of Brazilian music.

Planeta Fome, 2019

Diego Maradona stars 
Netflix's soccer docuseries
"Arguably soccer's greatest player, 
Diego Maradona, comes to Culiacán, 
the heart of the Sinaloa Cartel, to save 
the local team, and maybe himself, 
too," says the official synopsis. In 
this Netflix's docuseries, Maradona in 
Mexico, soccer star Diego Maradona 
coaches the local team, the Dorados de 
Sinaloa, from September 2018 to June 
earlier this year, when he left due to 
health reasons.

Maradona in Mexico (Maradona en 
Sinaloa), 2019

The morality at stake in 
Netflix's Brotherhood
Brazilian singer and actor Seu Jorge 
stars this new drama show of Netflix 
in the role of Edson, along with actress 
Naruna Costa as Cristina Ferreira, an 
honest lawyer who reaches a moral 
crossroads after finding out her brother 
is the leader of a rising criminal faction 
in São Paulo, during the '90s.

Brotherhood (Irmandade), 2019

On The 
Spotlight
From stories that date 
back to a few decades 
ago, to recent events in 
the region, check out this 
special selection of cultural 
tips and dive into some of 
the latest Latin American 
productions. Go beyond 
business and enjoy!
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