
Generating options: Iberia case example 
 

We have our framing from earlier: 

“How to create an inter-continental airline, with competitive costs and levels of service, serving 
Spanish business and leisure customers - while generating attractive returns for shareholders and 
retaining access for passengers to an adequate feeder network within the domestic market and 
across Europe” 

We now have to generate some options. In this case, given all the analysis we have already done, we 
can probably do a good job simply using our intuition. However, for the sake of illustration we will 
use all the approaches suggested in the chapter. 

The first approach is to generate options from the framing of the issue. For example, we can think of 
different pathways to address the issue as stated above, including: 

Expand inter-continental flights 

Acquire smaller intercontinental airlines 

Make alliances with other larger airlines e.g., BA 

Join/reinforce links with alliances such as One World and merge with alliance partners 

Improve business service on intercontinental flights 

Eliminate loss making routes in Spain and Europe that do not bring a lot of intercontinental 
customers to the rest of the business or provide a vital service to the Spanish public 

Etc. 

Another way to generate options is to think of a feasible pathway– then ask whether they meet the 
objectives implied by the statement of the issue. This tends to lead to rather more incremental 
options. For example: 

One pathway is to expand the number of routes serving Latin America. This could lead to thinking of 
other markets where you could expand such as Asia, Middle East, or Africa. 

Another pathway was to eliminate loss making flights. This could lead you to think of using code 
sharing to get another airline to carry Iberia customers. 

Etc. 

We can now generate more options by considering alternative framings. For the sake of illustration – 
suppose we framed the issue as “How to cut costs in an increasingly cost-competitive airline 
industry” – this might lead to options such as: 

Outsourcing non-core activities 

Reducing the number of types of planes that we own and maintain 

Setting up a low-cost airline 

Negotiating hard with the unions 



Recruiting staff from a lower cost country e.g., the Latin America 

Etc. 

We can also lay out the options in different levels of detail. For example, we could take the first one 
mentioned above, “Outsourcing non-core activities” and lay this out in more detail e.g., 

Outsourcing catering services. An even more detailed version would be - Outsource catering services 
for economy flights 

Outsourcing check-in services and gate services. An even more detailed version would be - 
Outsourcing these services at airports where we have less than 6 departures a day 

Etc. 

Another approach is to use the frameworks introduced in earlier chapters to stimulate ideas about 
new options. for example: 

Creating new value propositions for customers. We could create new options for a particular 
customer segment such as business class customers (such as improving our food and drink service, 
providing flat beds on longer flights). Or we could use the value curve tool - starting with today’s 
value curve for customers to consider how we could innovate new customer offerings. 

Building on existing sources of advantage. Our primary advantage is our position in Spain. We could 
consider alliance partners for whom this would be particularly attractive – which includes the other 
major European airlines (for whom we could act as a hub for Latin American flights), and a strong 
Latin American airline (where we could be a hub for flying into Europe). 

Improving the attractiveness of your current markets – using the five forces framework we could 
think through ways to weaken forces such as rivalry, which reduce profitability. For example, we 
could seek to expand the airline alliance we are in (One World), to include more of our main 
competitors, reducing the level of rivalry 

Responding to changes in the macro-environment. PESTLE analysis or scenarios can stimulate ideas 
about how the future might develop and how you might respond. For example, thinking about 
changes in regulation may make us believe that competition could increase significantly – and that 
we need to push forward our cost cutting initiatives more aggressively. 

Shifting the allocation of investment to more attractive industries and segments. We could divest out 
of Europe into Inter-continental flights 

Other frameworks, not covered in detail in the book, can be helpful for stimulating new options e.g., 

Multiple horizons. For example, consider ways to lower costs. Outsourcing catering is a short-term 
option. Recruiting staff in lower cost locations e.g., Latin America, is a medium-term option. Longer 
term, we might consider moving large parts of our operations outside of Spain to a lower cost area. 

The Ansoff matrix consists of a simple two-by-two matrix, with one axis for “existing products” and 
“new products”, and the other for “existing markets” and “new markets” (customers can be 
substituted for markets). This could stimulate new options e.g., entering other forms of travel or 
travel related services (products) or setting up in new countries (markets) 

Who, What, How analysis. First define your current position by defining who the customer is, what 
product they are being offered, and how it is produced. The next step is to think about changes to 



either the who, the what or the how. For example, we serve Spanish customers, with a relatively full 
range of flights (the What), using a hub and spoke system with Spain and Barcelona as hubs (the 
How). We could innovate around the How by asking, If we were to start Iberia from scratch – would 
we use the same hub and spoke system or would we adopt more of a point-to-point approach? 

Another way to increase the range of options is to consider whether any typical or “generic” 
strategies might be customised to fit your particular situation. Such strategies include: 

Low cost leadership which could come from re-engineering ourselves as a low-cost airline. 

Differentiation from focusing on business customers. 

Focusing on inter-continental flights flying to Latin America 

Capturing the value of a network. If we became part of the largest global alliance of airlines, we 
might be able to provide the best network of flights to customers. This s might require switching 
from being part of One World to the Star Alliance. 

Controlling an industry (especially an unattractive one) by consolidation and vertical integration. We 
could do this by buying up the airports (although this would almost certainly be blocked by the 
regulator – but perhaps we could at least strengthen our relationships with them by whatever 
means possible) 

Creating a collaborative network whereby the strategy emphasises building strong links with 
suppliers, customers and potential customers. For example, we could set up joint ventures with 
airports to tie them in to us. We could enhance our frequent flyer scheme. 

Another approach, bearing in mind that Iberia is not a big airline compared to, for example 
Lufthansa, is to seek inspiration from companies that have built share against entrenched 
competition. One such example is building a beachhead in a new market before moving on. For 
example, if we did want to take on Lufthansa, we might start by building a presence on only the one 
or two major routes to Germany e.g., to Frankfort and Munich. We could then expand from this 
once we have established ourselves. 

Another example is judo strategy – in which you work around, or even use the strength of an 
incumbent against them. For example, we could undercut Lufthansa’s prices, hoping that they will 
not want to match our prices and destroy the high margins they may be earning in their core 
markets. 

Sometimes you need to generate options that are particularly focused on dealing with an uncertain 
situation. For example: 

Think of options that are robust under as many future scenarios as possible. For example, if the 
scenarios include a very price competitive industry, cutting costs might be such an option. If another 
scenario is that the regulatory barriers disappear, then joining a large global alliance might be a good 
option 

Now think of one or more events not captured in the scenarios but which are credible – for example if 
green concerns make flights much more expensive. Then, think of additional options that would 
allow you to profit from such a change, for example, diversifying into video conferencing 
(admittedly, a rather desperate option). 



Think of options that provide agility and flexibility, so that you can seize options or respond to 
potential threats. For example, leasing most of your planes on short leases would provide more 
flexibility. 

Develop options that allow you to learn as you go. For example, an initial joint venture with a Latin 
American airline might provide more information about how to do business in that market. 

Finally, we need to consider whether there are some cunning options that we can identify. a few of 
the more typical examples include: 

Dealing with a threat. The ideal strategy is to turn the threat into an opportunity – so, for example, 
the threat of major competitors could be overcome if we could ally with them. Perhaps we can 
launch a successful low-cost airline to turn that threat into an opportunity 

Taking on a dominant competitor. There is no obvious dominant competitor, so this does not seem 
promising. 

Creating a market for a new product. Is there a new product for the market? Video conferencing? 
Luxury tourist travel? Flights to outer space? 

Breaking compromises. There are lots of compromises when flying. Price versus service is one – 
which some of the low cost airlines have broken e.g., with better on time records than more 
expensive airlines. A further compromise is between price and space on the airline. Could we have 
more flexible seating so that, when the plane is not full, it is possible to fold away some seats so that 
there is more leg room for the passengers? Another compromise (within airports) is between tight 
security and a pleasant experience. Perhaps we could issue time slots for check in which avoid any 
major queues. In the meantime, passengers would be free to roam the stores prior to the security 
gates thus improving airport profitability. 

Overcoming organisational or cultural resistance. For example, might working practices be being 
held back by entrenched attitudes from the period before privatisation? Perhaps new strategies will 
be easier to generate if we put the workforce through a business game in which they learn about the 
harsh realities of the airlines business and Iberia’s strategic position 

As you can see - it is possible to generate a lot of options! We have only illustrated how the different 
approaches in the book can be used. A much larger number of options could, in theory, be 
generated using these approaches. It is very unlikely that you would use all these techniques – but 
the main point made here is that it is quite easy to challenge your thinking. 
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