
Prioritising uncertainties: Iberia case example 
 

We have listed uncertainties and begun to think about how these might evolve. Which are the most 
important to consider further? Which need to be addressed by our strategy? 

We can summarise this through the use of the two by two matrix suggested in chapter 4: 

 

 

I have placed the uncertainties analysed in the previous section on the matrix. Let’s review the logic 
and implications of what I have done. 

The most important box is that in the top right. Here are the uncertainties which are difficult to 
predict (high probability of variance from the base case) and if they do vary could have a significant 
effect. So, for regulation the base case is a gradual reduction in protection. But, regulation could 
suddenly be removed – or suddenly be re-imposed. Any such change would have a big effect on 
Iberia. Similarly, the base case for the success of the low cost airlines is that they continue to build 
share. But, if they do better or worse than expected this would have big implications for Iberia – as it 
would find it hard to respond if the industry had to focus solely on low costs. 

In the longer run, a couple of issues have high uncertainty and could have a big impact. The first is 
the willingness of customers to pay a premium for service. If this is not the case then the airline 
business will be highly commoditised and very competitive – which is what has happened in the US.  



Any strategy we come up with for Iberia needs to be able to respond to, and where possible 
influence, the outcome of the uncertainties in this box. Iberia needs to fight to retain its regulatory 
privileges, but prepare for a more competitive world. It must design a strategy that can adapt to a 
world in which low cost becomes a key source of advantage and the scope for differentiation is 
limited – whilst still hoping that differentiation is possible (which will tend to advantage Iberia over 
its low cost competitors).  

In the bottom right, our base case is that the expansion of the road and rail network will significantly 
reduce the size and profitability of the domestic market. But, there is a small chance that there will 
be deviation from the base case (projects could be cancelled – or further projects could be added) 
which would have a significant effect on Iberia. At a minimum we should investigate what the level 
of uncertainty is and, if it does exist, not over-commit to one strategy domestically.  

Another uncertainty in this box is the future success of video conferencing. It is easy to scoff at the 
idea of it impacting the business in a significant way –but suppose it became a standard feature of 
offices. Couldn’t the business market suffer a big decline? For this uncertainty we probably just need 
to keep a watching brief on developments in this area. 

Other uncertainties need less attention. Those in the top left are uncertain – but will not 
fundamentally affect the strategy (they tend to result in volatility in performance which needs to be 
addressed at an operational level). We have to be ready to cope with fluctuating fuel prices and 
demand. For example, we need to manage and hedge our fuel price risk and keep our cost base 
somewhat variable – but this is part of the standard strategic and operating procedures in any 
airline. 

Some other uncertainties in the bottom left do not seem to be worth worrying about at board level. 
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