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|dentity Crisis

Network airlines must change their corporate cultures to survive and
prosper in the new world; it won't he easy but it has to happen

By Geoffrey Thomas

harles Darwin wrote, “Tt is not

the strongest of the species that

survive, nor the most intelli-
gent, but the one most responsive to
change.” British Airways CEO Rod
Ed.d.insmn warns that al:hiﬂrin.s that
responsiveness is extremely difficult—
"Changing airline cultare is like trying
to perform an engine change inflighe,”
he maintains. While not all legacy air-
line CEOs have to face as daunting a
task as that, the magnirude of reform
required to meet the actual or threat-

ened competition from low-cost carriers

i3 WWW.ATWOHNLINE.COM

is enormous, and for many airlines
seemingly impossible to achieve.

The reasons for the reluctance w
change culture are numerous and var-
ied, In some cases, staff believe that the
launch of a distinet low-fare brand will
mitigate or eliminate the need for fur-
ther adjustments at the mainline, Top
management at state-owned carriers
often must deal with political intrusion
on behalf of well-connected appointees
and entrenched unions,

Surveys have shown that another rea-

son for the resistance to change is that

although employees agree change is
needed, they don't helieve they them-
selves need to change, For example, at
an American Airlines management con-
ference in the late 19905, all partici-
pants were pu"cd 0N A series ufqu.cs—
tions. More than 90% responded
positively to the proposition that man-
agement, colleagues and subordinaces
needed to change, but 90% responded
in the negative 1o the item *I need to
change how I work with people.”
British Airways was among the first
legacy carriers in Europe to launch a
standalone low-fare aitline, but when
Eddingron arrived in 2000 he made the
decision to sell Go Fly to resolve the
issue of whether further change was
needed at the mainline, “My staff wold
me that Go was the solution,” he says.
“I said | could possibly accept that if
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Cao wras m-z]{ir'.g £300 million a vear,
which 1s what our European division
was losing,” He notes thar iv was diffi
cult to change chis mindset undl Go
was gone. Unee we sald Go, the staff
at BA really focused on making the
changes necessary 10 make BA iuself
competirive.

One of the reasons BA staff could not
be convinced of the need for change was
that the competition from Ryanair and
casy]et was not visible, says one BA
executive; “These airlines don't fly into
Heathrow—all you see are BA rails
everywhere,” BA is not alone in this
regard. At Chicago ('Hare, around
four of every five flights are operated by
American Adrlines and Unived Aitlines.
Southwest Airlines and ATA are down
the road at Midway. out of sight and
out of mind for many., Minneapolis is
dominared by Northwest,

“The prohlem for culture change is
that you have to see death right
berween the eyes before the imperus 1o
changc becomes strong cnnug]\," says
Mawal ‘]'ancj a, author of a number of
books for arline practioners including
“Simpli-Flying" and “Airline Survival
Kit,” and an expericnced airline busi-
ness strategy planner.

At Lingus faced death in 2001 and
there was no ignaring one of the causes.
Taneja observes; “Ar Aer Lingus not only
could you see the tails of the Ryanair jets
but you could see s offices from the Aer
Lingus offices.” This cnabled CEO
Willie Walsh to convinee his staff thar
raclical surgery was needed. Since late
2001, the anline has s(rippcd 410% from
its costs with the deparmure of 40% of its
stafl, including 60% of management.

O the other side of the globe, Air
New Zealand's staff had a similar near-
death experience. In September 2001,
the carrier’s Australian subsidiary
Ansert was put into bankruprey and is
mwo major shareholders walked away
from a rescue after ANZ posted the
biggest loss in New Zealand corporate
history. “Our staff was shartered and
only 29% bathered to complete a staff
survey in late 2001, Of those, 90% of
respondents said that management was
disconnected and our-of-rouch.” says
one executive.

Fortunately, the aitline received a new
leader whose manua i “people and rech-
nnlng\.\-." R'A]]TJ'L Narris, MDD and CEO,
declares, “This is a prople business and
i’s not about flying planes.” In a state-
ment likely to be viewed as heresy at lead-
ing business schools and on Wall Sreet,
he declares, *1 am not primarily interest-
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year: “Full pay to the very last day.”

Author Kaye Shackford agrees
with Norris and Taneja, In her
book “Charting « Wiser Course:
How Aviation Can Address the
Humar Sice of Change.” which
was co-authored by husband
Joseph with a forward by ATW
Editorial Director [LA
Donoghue, she says, "You can’t
wreat your sharcholders berter
than your partners, customers or
employees.”

One of the major problems in
changing staff culture is how o
strip out complexity. According
to Taneja, aitlines have added
enarmous complexity o their
operations and processes over
time and staff are ingrained with
these systems. “Enormous fleer
and network complexiry and

“Changing airline culture is
like trying to perform an

ed in shareholder
returns, 16 we
look after and
inspire the staff,
they will look after the customers and
that will rake care of sharcholder
returns.” He adds that “management
must show the way by setting an exam-
ple, but if staff won't play the game they
must not be allowed to affect the organi-
zation and consequently must be shown
the departure lounge.”

When Noris ook over, he asked the
staff for a wage pause and slashed exec-
utive salaries by up to 30%. Further,
he took away perks like chauffeur-driv
en cars, “Only then did the staff start
listening,” he explains (47 W will repore
inn depth on the remarkable recovery at
ANZ next month).

If warkers today are cynical about
management mantras, they have a rea-
son to be, Taneja says. “The failure of
companies such as Enron has had a
chilling effect on labor-management
relations. While executive management
enjoy wop-up pension plans, huge
bonuses and are seemingly isolated
from the effects of bad decisions, the
rank-and-file have felt pain with pres-
sute for improved productivity and in
some cases unfunded pension p]ans."
This hrlps o rxpla.ir'.P for enmplc. the
seemingly self-destructive attitade reflect-
ed in the badges worn by some United
Airlines flight attendants during the
height of wage concession talks last

engine change inflight.”
—Eddington

labor contracts have been buile around
these CDJ“p]W Fystems and procesies
which often relate to charging higher
and complex fares. Unfortunately,
many passengers now are not willing 1o
pay for this complexity given the Web-
enabled transparency in fares and the
increasing availability of low-fare service
by the LCCs.”

He cautions thase who hold to the
line of thinking that the good times
will return, “Some of the structural
changes we are sceing are permanent
and global,” he warns. “There has
been a massive transformation of the
industry. The change 15 equivalent 1o
what the former chairman of Intel
called “strategic inflection point,” rep-
resenting a 10x change. The change
is also global—exemplified by the
recent growth of LOCs in the Asia-
Pacific region.”

An American Ailines light avendan:
comments, T personally think some of
our airlines are having a hard time
changing mostly because management
doesnt want to give up the hope that
the old t‘h}'s will return and businesses
will start to let their execs have first-class
and business-class seats as perks again. [
fly mostly in the leisure markets and we
hardly cver see a full-fare ticker—just
frequent flier upgrades.”
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“There is nothing more sobering than
seeing a line-up of 20 Southwest 737s
first thing in the morning.”

Yet another stance on culture change
comes from one operations manager,
who explains thar the enormous
emphasis on safety in airline culture is
built around serict management sys-
tems and attention to detail, “which is
the opposite of flexibility and flair.”
He notes that “airlines have built up a
tigid model over decades for very
sound reasons,”

Shaclford ana])m:-s airline culture
problems in her book. “The aviation
industry has evolved our of a military
base. Much of our management style,
marketplace orientation and parapher-
nalia of culture still reflect an authori-
tarian, hierarchical and command-and-
conerol worldview,” she SUEEESTS. “This
was especially true at the top. People at
the top saw the world that way,
responded that way and succeeded.
Their life lessons were thar this is the
way the world is.”

Joseph Shackford adds another per-
spective by pointing to the dot.com
companies and energy traders such as
Enron. "If you're meeting your mea-
surements, if your business is growing,
your model must be righ; and you must
be a winner.”

The industry’s enormous growth over
the decades, made possible by the mas-
sive advance of technology and econom-
ic deregulation, naturally has led man-
agers 1o think that their management
style has been successful. Some tend to
believe that the formula works, that the
current LCC trend will not expand and
that premium wavelers will retumn in
draves, “Some of us have ended up in
an arrogant comfort zone,” concedes one

43 WWW. ATWONLINE.COM

executive, “It has taken the emergence
of the LCCs 1o reveal the enwrenched
nature of raditional airline culture and
expose many airlines as hopelessly out of
touch with market realities with too few
leaders with vision.”

Tancja agrees that “Some raditional
aitlines need to ket go of their inside-out
perspectives and develop business prac-
tices from an outside-in perspective.

The Cll:P‘tE nfmmplﬂ(it}' impl:mmncd
in the fare structure and in the fleet
composition and customization, as well
as the culture o insist on performing
noncore functions and activities in-
house, are just a few examples.”

Changing culture is a “gargantuan
task,” Kaye Shackford warns, She sees a
parallel to Einstein's belief that you
can't solve a problem at the level of the
problem. “In relation to airlines, you
can't change behaviors by seeking to
change behaviors. Our behaviors flow
out of largely unexamined assumptions,
which flow from paradigms for how to
deeply embedded.”

She also refers to the work of Willis
Harman, futurise, strategic p]qmncr
and former professor of engineering
and economic systems at Stanford
University. Harman's recent books
include “Global Mind Change and
Creative Work.” Shackford suggests
that when staff and management do
change what Harman calls their
"basic Ways Dfp:rc:ivins, thinl:ing.
valuing and doing,” their assumptions
change, their behaviors change and
they “can do things with relative case
and simplicity that felt like pulling

|

teeth before. Culture

change takes a perceived
need, a shared decision,
persistence and visible pat-
terns of consistently trust-
worthy action at all levels,”
she says, while insisting that
the solution and the pain
must be shared. "The
Sausage Casing School of
Economics where you
SQUETEE VATIOUS PArts (o
obtain a gain in your par is
the most destructive form
of mmha:ins cha.ngt. I can
think of nothing that breaks
down the relationship
berween all members of the
system faster than this, with
more discord and resultant
wasted energy.”

Another obstacle in the
race to convince management and staff
of the need for culture change is the
marketing by airlines of the luxury side
of travel. “The network and ||:sa.qr alr-
lines have created the image of luxury
and excess to attract high-yield passen-
gets,” notes one excoutive. ~This con-
tradicts the message of restraint and
cutbacks we are preaching to our stafl.”

There are still many employees who
spent much of their careers under strict
economic regulation and who can
remember Singapore Airlines breaking
IATA rules by serving free alcoholic
beverages to economy passengers.
There are also many aitlines around the
globe that retain first class from govern-
ment pressure or decree. “What sort of
message does that send to the staff?” the
executive questions.

One airline that has demonstrated
the ability to create a winning culture
for more than three decades is South-
west. Although there are some signs
that success and growth are taking a
toll—most recently the protracted
salary negotiations with cabin staff—
Southwest remaing the archetype of the
winning corporate culture. That per-
formance is built around total staff
involvement capped by profic-sharing
and one of the most generous staff
stock option bonus systems in the
industry. "It is lietde wonder,” quips
Morris, “that getting a job at Southwest
is harder then gerting into Harvard
Business School.”

Or as one aitline executive told
ATW, “There is nothing more sobering
than sccing a lincup of 20 Southwest
7375 first thing in the morning.” o
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