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Disrup-on	in	the	airline	industry.		
It	is	coming	-	faster	and	bigger	than	
you	think!	

Airline	Leader	Summit,	Powerscourt,	11/12	May	2017	

Peter	Harbison	
Execu-ve	Chairman,	CAPA	–	Centre	for	Avia-on	
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Two	Main	Areas	of	Disrup-on		

1.  Ownership	&	Control	(O&C)	-	a	relic	of	1945;	nobody	wants	it	
–	so	why	does	it	remain?	It’s	already	being	eroded.	How	much	
longer	will	it	hold	back	industry	evolu-on?	

2.  “Ownership”	of	the	Traveller	–	always	conten-ous;	now	new	
forces	have	appeared:	3rd	party	data	analy-cs	are	about	to	crash	
the	party	
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The	order	of	play	

2a.	“Ownership”	of	the	Traveller	–	Debate	&	discussion		

2b.	“Ownership”	of	the	Traveller	– Devising	airline	
strategies	

1b.	O&C	changes	-	Devising	airline	strategies	

DAY	1	

DAY	2	

1a.	Ownership	and	Control	(O&C)	–	Debate	&	discussion	
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Other	industries	-	disintermediated		
1.   Hotels		
•  Most	don’t	own	real	estate,	just	market	and	sell	–	had	

already	disrupted	themselves.	And	consolida-ng	
•  Airbnb:	owns	no	real	estate.	Only	an	app	

2.   Telecoms:	the	original	“flag	carriers”,	previously	heavily	
and	na-onalis-cally	regulated.	Now	just	pipes,	compe-ng	
for	space	with	the	other	renters.		

3.   Taxi	companies:	heavily	regulated,	protected.	Now	being	
uber-ed	
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Other	industries	-	disintermediated		

4.	Media:	were	locally	and	na-onally	dominant.	Direct																			
electronic	produc-on	and	selling	has	diffused	market	power	
5.	Music:	dominated	by	major	recording	companies	and	“hard”	
product.	Internet	and	millennials	reshaped	the	product	
6.		Retailing	generally:	combina-on	of	internet	sales	and	
sophis-cated	use	of	Big	Data	is	replacing	retail	chains	
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Other	industries	-	disintermediated		
Various	combina-ons	of	factors	are	working	to	reshape	
industries:	
•  The	internet	and	the	transparency	it	delivers	
•  Globalisa-on	opening	up	markets	
•  Millennials	with	a	different	aetude	
•  Greater	market	intelligence,	through	small	and	Big	data	
•  New	markets	like	Asia	bringing	new	values	and	market	

balance	
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From	zero	to	one	
Many	companies	develop	products	or	services	that	take	“the	
world	from	1	to	n,	adding	more	of	something	familiar.”		
The	future	survival	of	companies	like	airlines	will	instead	
require	taking	the	world	“from	0	to	1.”		
	
ie	They	need	to	self-disrupt	to	survive.	Incrementalism	is	not	
enough	
	
Peter	Thiel	(with	Blake	Masters),	ZERO	to	ONE:	Notes	on	Startups,	or	How	to	Build	the	Future	
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The	airline	industry	has	had	some	
disrup-on	in	the	past	50	years	
The	4	Phases	of	Disrup-on	in	the	Airline	Industry:	
1.  6th	Freedom	Disrup-on		
2.  Gulf	Carrier	Disrup-on	
3.  LCC	Disrup-on		

4.  The	“Next	Phase”:	China,	partnerships	and......	Big	data	
analy-cs	
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The	4	Phases	of	Disrup-on	in	the	Airline	Industry	
(1)	6th	Freedom	Disrup-on		

Source:	Airline	Leader,		
Nov/Dec-2016)	
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The	4	Phases	of	Disrup-on	in	the	Airline	Industry	
(2)	Gulf	Carrier	Disrup-on		

Source:	Airline	Leader,	Nov/Dec-2016)	
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The	4	Phases	of	Disrup-on	in	the	Airline	Industry	
(3)	LCC	Disrup-on		

Source:	Airline	Leader,	Nov/Dec-2016)	
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The	4	Phases	of	Disrup-on	in	the	Airline	Industry	
(4)	The	Next	Phase	
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Evolving	the	O&C	rules	
Many	examples	have	eroded	the	basic	principle	over	the	past	15	years:	

X-Border	Joint	
Ventures	(states	
have	tacitly	
accepted)	

X-Border	Equity	
Investments	(various	
goals	in	partnership)	

European	Airline	
“Group”	
Structures	

AT	Immunised	Joint	
Ventures	

A	confluence	
of	interest	in	

change	
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Many	major	airlines	want	to	
cement	partnerships	with	equity	

•  Delta	–	La-n	America,	Europe,	
China	

•  Lukhansa	-	Europe	
•  E-had	–	Europe,	Asia,	Africa	
•  Qatar	–	Europe,	La-n	America…..	
•  LATAM	–	La-n	America	
•  Volaris	–	La-n	America	

•  AirAsia	– AsiaPac	
•  Lion	Air	– AsiaPac	
•  SIA		-	AsiaPac	
•  Qantas	-	AsiaPac	
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Third	par-es,	
with	massive	
data	and	
analy-cs	
capabili-es	are	
preparing	to	
swoop	

Owning	the	customer:	while	we	
are	squabbling	inside	the	tent,	
bigger	forces	are	gathering		
outside	
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Just	a	few	of	the	big	ones	
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Just	a	few	of	the		big	ones	
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The	Specialists	will	Dictate	the		
Market	

Source:	CAPA	–	Centre	for	Avia-on,	Yahoo	Finance	

•  The	data	gatherers	have	the	
skills,	the	data	and	the	intent	
(and	the	cash)	

•  Amazon	has	thousands	of	
engineers	working	on	cloud	
tech	and	analy-cs	

(USD)	
37	billion	
24	billion	
13	billion	
		9	billion	
		8	billion	
	16GBP	
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Coali-on	of	Forces	for	Disrup-on	

DISRUPTION	

Cross	
Border	JVs	

Online	
Sales	

Consumer	
Empower-

ment	

Big	Data	
Analy-cs	-	
by	3rd	
parCes	

Rise	of	
China	

Influence	

O&C	
Equity	
Changes	

Consumer	
and	Data	
Aggregator		
Forces	

Ownership	
&	Control		
Erosion	

•  Foreign	airline	ownership	allowed	
•  Retail	controlled	by	3rd	parCes	
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Disrup-on	2025	
•  In	the	regulatory	area,	China	will	be	the	Big	Disruptor	

as	it	expands	into	its	new	global	role;	
•  Airlines	seeking	partners	and	cross-border	efficiencies	

will	increasingly	undermine	O&C	principles;	
•  Technology	and	the	associated	rise	in	consumer	

empowerment	will	transform	the	process	of	buying	
and	selling	-ckets;	

•  Third	par-es	with	Big	Data	Analy-cs	will	control	
markets		
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Enjoy	the	next	two	days!	

It	will	happen	sooner	than	we	expect…..	


