Subscription services are booming. Whether you're signing up for digital magazines, streaming platforms, or app
stores, the way you pay plays a huge role in your user experience. Among payment methods, pay-by-phone—
also known as direct carrier billing—is rapidly gaining traction. But are pay-by-phone payments really good for
subscription services? In this post, we'll break down how they work, why they matter, and what this shift means

for both users and merchants.

Understanding Pay-By-Phone Payments and Carrier Billing

Pay-by-phone payments let users charge purchases directly to their mobile phone bill or deduct from their
prepaid balance. Instead of entering card details, a user authenticates through their carrier, and the amount

appears on their next phone statement.

How Direct Carrier Billing Works

1. User selects pay-by-phone as a payment method during checkout.

2. The system verifies the user's mobile number.

3. The mobile carrier approves the payment amount.

4. The cost is added to the user's phone bill or deducted from prepaid credit.

5. The subscription service receives confirmation and activates the recurring payment.

This process avoids the need to input credit card details or create additional accounts. It leverages the existing

mobile carrier relationship and billing system.

Why Subscription Services Benefit from Pay-By-Phone

1. Faster Checkout and Fewer Abandoned Carts

Speed is crucial for subscription sign-ups. Lengthy payment forms reduce conversion: users bounce before
completing payment. Pay-by-phone dramatically cuts friction by using the phone number users already have with

them.

Ask yourself: What does the user tap next? After selecting "pay-by-phone," they usually just confirm their mobile
number. Authentication often happens behind the scenes or with a simple SMS code. Compare that to manually

typing card data, expiration dates, and CVV numbers.

The result? Quicker, frictionless checkouts with lowered cart abandonment rates.

2. The Shift from Cards to Alternative Payments

Credit and debit cards have long ruled online payments, but trends now show consumers prefer alternatives—

especially on mobile devices.

* Apple Pay and Google Pay offer wallet-based card payments optimized for mobile UX.

® Pay-by-phone taps into carrier billing, providing a reliable fallback for those without cards or wary of sharing

card details online.

* Global initiatives by the GSMA support carrier billing as a secure alternative for emerging markets.



Offering multiple payment options, including pay-by-phone, caters to varied user preferences and increases

subscription adoption.
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3. Mobile-First UX and Small-Screen Design

Subscription purchases happen mostly on mobile devices. Good UX means you keep steps minimal and use native

device features. Pay-by-phone fits perfectly into mobile-first design:

* One-tap or SMS-based verification works well on small screens.
® There's no need for users to switch to another app or tab to retrieve card details.

* Integration with app stores and digital content platforms simplifies recurring billing management directly

within the device ecosystem.

Compared to complicated forms, pay-by-phone subscription setups are clear and fast, improving retention and

satisfaction.

Carrier Billing and Recurring Payments: What Merchants Need to Know

For subscription services, the value of pay-by-phone hinges on how well carrier billing supports recurring

payments. Here's the breakdown:

Feature Carrier Billing Capability User Impact Merchant Impact Recurring Charges Supported through monthly
billing cycles linked to phone accounts. Users get one consolidated bill for phone + subscriptions. Stable revenue
stream if carrier agreements are well managed. Payment Authorization Carrier verifies subscribers via phone
number authentication. Fast approval without card input. Lower fraud risk; fewer disputed payments. Refunds &
Disputes Handled through carrier’s billing support process. Can be slower due to carrier's involvement. Requires
coordinated support channels. Limits & Regulation Carriers often cap transaction sizes and types. Limits access to

higher-priced subscriptions. Merchant must align offerings with carrier policies.

To succeed, merchants must build strong partnerships with carriers and ensure their subscription services comply

with the billing limits and privacy standards set by telecom providers and organizations like the GSMA.



The Role of App Stores and Digital Content Platforms

Many subscription services operate within ecosystems like Apple’s App Store or Google Play. Apple Pay and
Google Pay do provide quick mobile payments—but there's a distinction:
* App stores handle subscriptions through their own billing systems that may limit use of direct carrier billing.

¢ Digital content platforms outside app stores often implement carrier billing directly, maximizing reach for

users without credit cards.

For developers, integrating pay-by-phone outside app stores requires choosing the right payment platform and
working with carriers to enable recurring billing. Inside the app store ecosystems, Apple Pay and Google Pay offer

familiar workflows but still rely on card-based funding in many cases.

Security and Data Privacy Concerns
Some marketers tout pay-by-phone as “secure” without clarifying what data is shared. Let’s be clear:

® Pay-by-phone only shares the user’s phone number and payment authorization to the carrier.
e (Card data is not collected or stored by the subscription service.
* The GSMA establishes security standards to protect user identity and billing information.

This means less exposure for merchants to sensitive payment info—but also requires trust that carriers protect

customer data properly and manage billing responsibly.

Drawbacks and Considerations
Pay-by-phone isn't perfect. Here are some challenges you should keep in mind:

® Carrier Limits: Many carriers restrict payment sizes or types, limiting subscriptions with higher fees.
* Revenue Share: Carriers often take a percentage cut, reducing merchant margins.

¢ Availability: Carrier billing is common in many countries but not universal. It's best as part of a multi-method
payment strategy.



* Refund Complexity: Disputes and refunds require coordination between merchants and carriers, which can

slow resolution.

Conclusion: Are Pay-By-Phone Payments Good for Subscription
Services?

In summary, pay-by-phone payments, powered by direct carrier billing, offer clear advantages for subscription

services:

® They enable faster checkout on mobile devices.

® They reduce abandoned carts by simplifying payment input.

® They cater to consumers shifting away from cards to alternative payments, including Apple Pay and Google
Pay options.

* They leverage mobile-first UX for small-screen design, enhancing ease of use.

However, success requires thoughtful implementation. Merchants must partner with carriers, understand billing
limits, and balance payment methods to cover all customer preferences. When done right, pay-by-phone can

boost recurring payments and grow your subscription business with minimal friction.

If you operate a digital content platform or subscription service, consider integrating pay-by-phone payments
alongside Apple Pay, Google Pay, and traditional cards. Always sanity-check the apple pay checkout user flow—

what does the user tap next?—to ensure a seamless, secure checkout experience that drives conversions.


https://legacystance.com/frictionless-payments-the-rise-of-pay-by-phone-transactions-in-digital-commerce/

