
Summarising how the future may evolve and uncertainties: Iberia 
case example 
 

We have generated a lot of ideas about how the future may evolve and what the uncertainties are – 
so now is the time to draw our thinking together. To do this, we can start with the prioritisation 
matrix, as that provides a useful summary of the uncertainties: 

 

 

Now, we can summarise for the most important ones, what our base case assumptions are about 
how the future will evolve, and what the uncertainties are. We can also add the strategic 
implications: 

• How regulation will evolve. Our analysis of analogies suggests that Iberia is likely to face 
continued deregulation, with the government willing to protect it only to some extent. This 
will be a significant challenge for Iberia – primarily in the Inter-continental business, where 
Iberia’s protected status currently creates a huge barrier to entry for competitors. There is 
considerable uncertainty about this however – so we need to be ready for both a more rapid 
deregulation and, with luck, a slower pace of deregulation. Implication: Prepare for 
deregulation including contingency plans in case the market is suddenly and aggressively 
deregulated. 

• The success of the low cost airlines. Iberia, at the time of the case, did not have the benefit 
of hindsight. So, its base case would be that low cost airlines would continue to penetrate 



the market. But, there is considerable uncertainty about how successful they will be. Will 
Iberia be able to provide a profitable offer to leisure customers that will appeal to a 
significant share of the market? Will enough business class travellers be willing to continue 
paying a premium for a superior service? Our strategy will need to recognise that there is a 
risk that Iberia may lose significant market share in the European and domestic markets. 
Implication: Don’t bet the future of Iberia on defeating the low cost airlines 

• The willingness of customers to pay for better service. Our expectation is that business 
customers will pay a premium, but the extra margin available for a higher quality tourist 
class is very low – except in long haul flights. However, there is considerable uncertainty 
about this. It could be that as customers get wealthier, more are willing to pay a premium 
for better service – we may find more and more people willing to pay a business class fare 
for their holidays. Alternatively, we could find that low cost airlines win the day because 
even many business people and long haul tourists make the decision to travel at lowest cost. 
Implication: Keep an open mind on this issue e.g,. appoint a member of the executive team 
whose job it is to keep a watching brief on customer preferences in Spain but also in other 
airline markets and even other industries e.g,. automotive industry, rail travel 

• Development of Spain’s road and rail network. We believe that this will develop. There is 
relatively little uncertainty about this, although any big change in plans to infrastructure 
development would have important consequences for Iberia. Implication: Make sure we 
know the plans and are monitoring any major changes in the plans. 

• Growth of domestic market. We are fairly certain that the road and rail network is going to 
be expanded, and that therefore the domestic market is likely to shrink in size or at least 
grow less quickly. However, the likely effect on the business needs to be better understood 
by understanding the impact on travel times on key routes, such as Madrid-Barcelona (so 
there is some uncertainty about this which needs some further analysis – although we are 
pretty sure it will demonstrate that there will be a significant impact on the domestic 
market). Implication: Model the effects on the domestic market by evaluating the impact on 
journey times by road and rail, and analogies such as Eurotunnel’s effect on flights between 
London and Paris, or the opening of auto-routes on domestic flights in France. 

• Long term effectiveness of video conferencing. Our belief is that video conferencing will have 
a moderate effect on air travel. However good the technology, people travel to do more 
than sit in meetings. However, were there to be a variance from this base case – particularly 
a big shift to video conferencing – this would have a major effect because it would target the 
core, most profitable bit of Iberia – its business class customers. Implication: Monitor 
developments 

• Impact of fuel price volatility. Iberia will have an assumption about future fuel price 
escalation in its plans and it is very likely that the reality will be different to this. However, 
given that price changes in fuel can be handed on to customers, and that fuel prices can go 
down as well as up, it is unlikely that this volatility will seriously affect the medium to long 
term profitability of Iberia (although it might have significant short term effects).  
Implication: Ensure that pricing and scheduling operational systems can react effectively to 
rapid changes in costs 

• Growth in European and Intercontinental markets. As with fuel prices, Iberia will have 
assumptions about future growth in its plans. It is likely that reality will deviate significantly 
from this. For example, at the time of the case it is unlikely that Iberia foresaw the boom up 



to 2007/08 and the following crash. However, over the medium term it is unlikely that such 
volatility in growth rates will have a big impact on profitability. Implication: Ensure that 
capacity management and scheduling systems can respond to un-forecast changes in 
demand e.g., be ready to remove capacity cost effectively 

What has been presented in this case example is a structured, but not detailed evaluation of future 
trends and uncertainties. It is quite feasible to do this thinking in a more intuitive way. On the other 
hand, some of it may benefit from more analysis than is shown here e.g., the impact of 
infrastructure growth on the domestic market. The overall goal – whatever mix of intuition and 
analysis is used - is to obtain a robust view of how the situation might evolve, the key uncertainties, 
and the implications for strategy options. 

Note – we have not summarised some of the other uncertainties e.g., those in the bottom left hand 
box. Hopefully what I have covered provides enough examples. 
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