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The focus for the survey is the economic, technological and demographic trends that are 
transforming the airline sector worldwide. The survey sits alongside PwC’s 17th Annual Global 
CEO Survey, which covers all industries. Where relevant, we highlight comparisons between the 
responses of airline CEOs with the wider CEO population covered in the most recent global 
survey.

The survey provides an insight into executive thinking about how airlines are set to respond to 
important transformative trends. The survey findings and commentary are supplemented by 
some short ‘next big thing’ perspectives from CEOs that took part, as well as a series of ‘PwC 
viewpoints’ on the main change challenges facing the industry. 

PwC works with many airlines and other organisations in the aviation sector. This survey is just 
one part of the dialogue that we have on current and future industry challenges. We welcome 
follow up on any topics that are of interest. 

 

Julian Smith Jonathan Kletzel 
Global Transportation & Logistics Leader U.S. Transportation & Logistics Leader

Introduction
Welcome to our PwC Global Airline CEO Survey 2014. We’re pleased to 
have conducted this research with the support of IATA (International Air 
Transport Association) and sincerely thank the 39 IATA member CEOs 
around the world who shared their thinking with us.   



Transformative trends
According to our analysis, airline CEOs expect 
technological advances, shifts in the global 
economy and demographic changes to 
transform their business over the next five 
years. Airline CEOs are much more conscious 
of the potential impact of the changing global 
balance of economic power on their sector than 
CEOs in other industries – 82% of airline CEOs 
see it as having a transformative effect in the 
next five years compared with 59% of all CEOs. 
Similarly, 77% expect technological changes to 
transform their business over the next five 
years.

Responding to the trends
Airline CEOs are responding to these 
transformative trends with major change 
programmes. An important current focus is 
addressing talent challenges and related 
changes to organisational structure and design. 
The industry faces a growing shortage in 
qualified pilots and increasing competition 
from other sectors for skills across a range of 
emerging needs. Organisation reform 
continues to be important to achieving a lower 
cost base and further organisational design 
changes will also be needed if airlines are to 
become more customer-centric. 

Report highlights

82%
of airline CEOs are 
confident about 
airline industry 
revenue growth over 
next 12 months  
(vs 68% all CEOs).

85%
of airline CEOs 
express caution and 
remain concerned 
about the possibility 
of a slowdown in high 
growth markets or 
continued slow or 
negative growth in 
developed economies.

71%
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their data 
management and 
data analytics and 
26% already have 
programmes 
underway or 
completed.

Source: Airline CEOs – PwC Global Airline CEO Survey 
2014. All CEOs - PwC 17th Annual Global CEO Survey

Key results  
at a glance
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A future emphasis on data analytics 
and R&D
As we look further ahead, airline CEOs are 
prioritising changes in their use of data 
analytics and improvements in their R&D and 
innovation capabilities. 71% of airline CEOs 
are developing future strategies or have 
concrete plans for changes to their data 
management and 67% are putting a similar 
emphasis on R&D and innovation. But airline 
CEOs are conscious of an R&D-deficit or lag 
compared with other sectors, with 92% 
identifying it as an area that they are not 
well-prepared for.

Technology triggers new customer 
and product opportunities
Technology is expected to transform product 
and pricing strategies. Rapid advancements in 
technology platforms, mobile connectivity and 
customer expectations are creating the 
conditions for airlines to extend and deepen 
direct relationships with end customers.  
Securing more direct relationships offers the 
prize of margin enhancement as well as greater 
customer loyalty. Better and more sophisticated 
use of data analytics will also pave the way for 
a transition from strictly capacity-driven 
pricing to customer-driven pricing based on a 
personalized and desirable mix of products and 
services.

Sights are set on consolidation 
Given the challenges to cross-border mergers in 
the airline industry, it is not surprising that 
only 3% of airline CEOs in our survey envisage 
using M&A as a main route to growth in the 
coming year. However alliances and joint 
ventures (JVs) remain a priority, with 18% 
seeing them as a key route to growth in the 
coming year. But looking over a longer time 
horizon, nearly two thirds (63%) say they are 
developing future strategies or have concrete 
plans for changes to their M&A, JV and 
alliance strategies. Airline CEOs face a 
threefold challenge in this area. How to get 
better value from existing alliances and JVs? 
How to move from alliance-like cooperation 
and JVs into true merger-like benefits? And, 
where permissible, how best to deliver full 
benefits from mergers?  Greater consolidation 
in the industry is ultimately crucial for 
generating better performance and higher 
margins.

Policy concerns continue to loom 
large 
The policy barriers that lie in the way of 
consolidation and other moves are a continuing 
source of concern for airline CEOs. Over-
regulation is seen as a concern by 92% of them 
compared to 72% of all CEOs. Similar views 
are expressed about an ‘increasing tax burden’, 
consumer protection policies and the 
protectionist stances of national governments.  
Infrastructure frustrations are a particular 
barrier to greater efficiency. Inadequate 
infrastructure was cited as a concern by 79% of 
airline CEOs compared to 47% of all CEOs. 

67%
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their R&D 
and innovation 
capabilities, and 11% 
already have 
programmes 
underway or 
completed.

66%
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their 
customer growth and 
retention strategies, 
and 23% already have 
programmes 
underway or 
completed.

63%
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their 
organisational 
structure and design, 
and 29% already have 
programmes 
underway or 
completed.

92%
of airline CEOs are 
concerned about their 
readiness to deliver 
R&D compared to 
72% of global CEOs.

92%
are concerned that 
over-regulation is a 
threat to growth, 
including 56% who 
are ‘extremely 
concerned’.

68%
of airline CEOs want 
to be focused on a 
long-term planning 
horizon (five years or 
more).  Their sights 
are raised further 
forward than global 
CEOs, of whom only 
48% desire a planning 
horizon of five years 
or longer.

Source: Airline CEOs – PwC Global Airline CEO Survey 
2014. All CEOs - PwC 17th Annual Global CEO Survey



Three trends that will transform the 
airline business

Every minute of every hour of every day vast 
quantities of people and goods are moving 
around the world by air. More than three 
billion people and 50 million metric tons of 
cargo were transported by air in 20131. Air 
transport plays a vital role in business, trading 
and personal relationships within and between 
all regions of the world. 

The dynamics of world aviation are intimately 
linked to economic, technological and 
demographic changes. And in the view of 
airline CEOs, current megatrends on each of 
these fronts are set to transform the airline 
business. Three trends – shifting global 
economic power, technological advances and 
demographic changes – were identified in our 
survey as likely to have a profound impact on 
the future shape of the industry.

Given the importance of aviation to world 
business, it is not surprising that airline CEOs 
are much more conscious of the impact of the 
changing global balance of economic power on 
their sector than CEOs in other industries – 
82% of airline CEOs see it as having a 
transformative effect compared with 59% of all 
CEOs.  

Global economic realignment will interact with 
demographic shifts - the third of the 
megatrends identified by the CEOs. In 
particular, the fast emergence of a new middle 
class in developing countries will add to 
aviation demand. Together these two trends 
will change the dynamics of how people and 
trade move by air around the world with new 
flows, new routes and a shift in emphasis 
between existing routes. Over the next twenty 
years, the airline industry is expecting to triple 
or quadruple its services in order to serve the 
demand for air travel and cargo services. This 
appears to be generated by the expansion of 
the middle income classes in Asia-Pacific and 
emerging economies in Latin America, Middle 
East and North Africa (MENA) and Sub 
Saharan Africa.2

Transformation  
and growth

1  IATA Industry Facts and Statistics, June 2014
2  Profitability and the air transport value chain, IATA Economics Briefing No 10, June 2013.
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Also uppermost in airline CEO minds is the 
transformative impact of technological change. 
Breakthroughs in the frontiers of research and 
development are opening up new opportunities 
for businesses and individuals. A perpetual 
flow of ideas and innovation is creating ever 
more powerful enabling technologies. 
Technological advances carry huge potential 
for airlines, both ‘above the wing’ in their 
relations with customers and ‘below the wing’ 
in managing the supply chain, operations and 
maintenance. 

One of the foremost advances in technology is 
the rapid advance of mobile-connected devices. 
The number of mobile-connected devices is 
expected to exceed the world’s population 
during 2014 and, reflecting demographic 
trends and shifting global economic activity, 
the Middle East and Africa will have the 
strongest mobile data traffic growth of any 
region at 70% CAGR in the period to 2018, 
followed by Central & Eastern Europe at 68% 
and Asia Pacific at 67%3. As we discuss later in 
this report, the rise of personal smart-enabled 
mobile connectivity has the potential to 
transform the airline-customer relationship.

What’s the next big thing 
to impact your business?

“Technology, in all 
its ways to 
exchange with the 
customers, before, 
during and after 
the flights. It will 
change the way of 
travelling.”

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 1 CEOs identified three transformative global trends

Q: Which of the following global trends do you believe will transform your business the most over the next five years?  
(top three trends Airline CEOs named)

Shift in global
economic power

82%

59%

Technological
advances

Demographic
shifts

77%

81% 41%60%

All CEOsAirline CEOs

3 Cisco Visual Networking Index: Global Mobile Data Traffic Forecast Update, 2013–2018



Transformation and growth

Greater confidence in growth 

There’s a mood of optimism among airline 
CEOs. An overwhelming majority are confident 
about both the industry’s and their own 
company’s prospects for revenue growth in the 
immediate and near-term future (figures 2 and 
3). Indeed, airline CEOs are in a significantly 
more bullish mood about the outlook for their 
industry than we found with all CEOs in our 
overall global CEO survey (figure 2).

It’s an encouraging sign as the industry and 
many individual companies are emerging from 
a very difficult period, or in some cases still 
facing difficulties. Although passenger volumes 
have been expanding robustly, cargo still faces 
some headwinds with little advance for cargo 
volumes on 2010 levels and for cargo revenues 
on 2007 levels. Nonetheless, IATA anticipates 
aggregate revenues for the industry in 2014 of 
US$746bn compared with $US564bn in 2010.4 

But the optimism is tempered somewhat when 
airline CEOs review the outlook for their own 
company’s revenue growth.  Although they are 
still overwhelmingly optimistic, they are a little 
more cautious than their counterparts in other 
sectors (figure 3). Indeed, when we drill down 
inside the results we find that the proportion 
who are ‘very confident’ is significantly lower 
than among all CEOs – 28% of airline CEOs 
compared to 39% of all CEOs.

Compared to many other sectors, the airline 
business can be very volatile and, despite 
the current overall revenue growth and 
strengthening profitability, airline CEOs will no 
doubt be conscious of the fragility of their profit 
margins. There is a great variance between 
carriers with many still in loss-making mode 
and the aggregate profit margin for the industry 
as a whole remains weak. It was just 0.9% of 
revenues in 2012 and 1.5% in 2013. Although 
it is forecast to grow to 2.4% in 2014, this 
remains significantly lower than the 3.1% of 
20105 or the levels necessary to exceed costs of 
capital and provide desired returns on invested 
capital to shareholders.

4  IATA Industry Facts and Statistics, June 2014
5  Ibid.

Airline CEOsAll CEOs

Confident about revenue 
growth over next 12 months

Confident about revenue 
growth over next three 
years

68%

79%

82%

85%

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 2 CEO confidence about their industry’s prospects for revenue growth
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What’s the next big thing 
to impact your business?

“Emerging middle 
class in developing 
countries will start 
to travel around 
the globe. 
Exponential 
increase in 
demand.”

Airline CEOs All CEOs

Confident about revenue 
growth over next 12 months

Confident about revenue 
growth over next three 
years

79%

87%

85%

92%

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 3 CEO confidence about their company’s prospect for revenue growth



Transformation and growth

The immediate horizon - routes to 
growth 

In the short term, airline CEOs are balancing 
a number of strategies fairly evenly in their 
pursuit of growth. They are more likely 
than CEOs as a whole to be looking at new 
geographic markets as well as existing markets 
as a main target for growth in the next 12 
months.  

This reflects the overall optimism about growth. 
But CEOs will need to be very careful to 
avoid delivering overcapacity into the market. 
Capacity discipline has been an important 
part of the turnaround story for US airlines 
– stabilising capacity and matching it with 
relatively slow demand growth. In contrast, 
overcapacity looks to be a danger in some other 
parts of the world, especially in Asia. 

CEOs should also be very conscious of the 
danger of using price as the main way of 
targeting market share. There are signs that 
airlines are recognising the limits of price-based 
strategies alone and are now seeking to increase 
the emphasis on wider value. Product and 
service innovation is identified by just under a 
quarter (23%) of airline CEOs as a main way to 
achieve growth. 

But this is substantially short of the emphasis 
that product and service innovation gets 
in other industries with 35% of all CEOs 
identifying it as their main strategy for growth. 
Despite pockets of innovation, the airline 
industry has yet to fully explore a broader range 
of service and business models to encourage 
competition on many different dimensions, 
beyond price.

Given the constraints on mergers and 
acquisitions in the airline industry, very few 
see M&A as a main opportunity for growth but 
nearly one in five see new joint ventures or 
strategic alliances as being important. We look 
at this in more detail later in the report.

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 4 Airline CEOs are balancing a number of growth strategies in the short term

Q: Which of the following do CEOs see as the main opportunity to grow their business in the next 12 months?

Increased share in existing markets

Product/service innovation

New geographic markets

New joint ventures and/or strategic alliances

Mergers and acquisitions

Airline CEOs

All CEOs

0 5 10 15 20 25 30 35

32%
30%

24%
35%

24%
14%

18%
9%

3%
11%
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Transformation and growth

Keeping an eye on the “threat radar” 

The move towards a more optimistic growth 
outlook among airline CEOs is matched by a 
constant vigilance over the threats to growth. 
The industry is highly volatile and particularly 
sensitive to economic downturns and oil price 
changes. It’s not surprising then to find that 
optimism about economic growth is offset by 
awareness of the implications of any threat to 
growth and that worries about energy costs top 
the list of business threat concerns.

Nearly half (46%) of airline CEOs expect 
economic growth to improve in the next 12 
months with only 5% expecting a decline. They 
are slightly more optimistic than CEOs as whole 
– among whom 44% predict improvement. But 
they are also more attuned to downside risks 
than CEOs as whole.  85% of airline CEOs are 
concerned about the possibility of a slowdown 
in high growth markets or continued slow 
or negative growth in developed economies, 
including 28% being ‘extremely concerned’ 
about such developments. In both cases this is 
a higher level of concern than among all CEOs 
(figure 5).

What’s the next big thing 
to impact your business?

“Open sky policy, 
air space control 
and airport 
infrastructure. 
These are the major 
hurdles to my 
business 
development.”

6  Data from Platts and IATA.

But the proportion of airline CEOs that are ‘very 
concerned’ about the overall economic risks 
in figure 5 is overshadowed by much greater 
concern about a series of other more specific 
‘business’ and ‘macro-economic‘ threats to 
growth (figures 6 and 7). Worries about energy 
costs head the list of threats on the airline 
CEO risk radar. Seventy four per cent of airline 
CEOs are ‘extremely concerned’ about this risk 
compared to just 21% of all CEOs (figure 6). 

Fuel is the largest single cost item for the 
global airline industry. Despite continued 
improvements in engine and airframe 
technologies which have dramatically improved 
fuel efficiency, jet fuel accounts for around a 
third of operating costs. The average price of 
jet fuel per barrel rose from US$34.7 in 2003 to 
US$126.7 in 2008. It has moderated somewhat 
since and is expected to average around 
US$123 in 2014.6

There is a greater threat intensity in the minds 
of airline CEOs compared to CEOs in other 
industries. This is highlighted by the much 
higher proportion of ‘extremely concerned’ 
ratings. Airline CEOs are far more likely to 
judge leading threats as a high concern than 
other CEOs. It is especially evident for fuel 
costs but it is also a consistent pattern running 
across all the risks where comparative scores 
are available.  

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 5 The economic risk radar

somewhat concerned  |  extremely concerned
Airline CEOs

All CEOs

Continued slow or negative growth in 
developed economies

Slowdown in high-growth markets

85%

85%

70%*

65%*
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This heightened concern – about factors such 
as skills availability, cybersecurity, market 
entrants, labour costs, exchange rate volatility, 
and a range of government regulatory 
issues – reflects the challenging and complex 
environment in which international aviation 
operates. The competitive and cost environment 
is intense. Rivalry, new entrants, customer and 
supplier bargaining power and the threat of 
substitutes for air travel are all very real and 
potentially powerful forces. 

The international nature and the unique set 
of historical treaties that govern commercial 
aviation increases regulatory complexity while 
new challenges such as cybersecurity pose 
additional risks given the interplay of airline 

travel with national security and the part played 
by personal identity checks. But a particularly 
striking feature of the top risks identified by 
airline CEOs is the number of them that stem 
directly from government or regulatory policy.  

The top six listed in figure 7 is taken from a 
longer list of 11 threats, of which four are 
principally macro-economic risks and seven 
are government policy risks.  Only one of the 
macro-economic risks – exchange rate volatility 
– makes it into the top six. Instead, five of the 
top six are government policy-related. Clearly, 
there is much that government policy can do 
to either ease growth concerns for the industry 
or place barriers in its way. We discuss this in 
more detail in a later part of this report. 

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 6 Top six ‘business’ threats to growth

Proportion of CEOs “extremely concerned” about the following potential ‘business’ threats to their organisation’s growth 
prospects.

High or volatile energy costs

Availability of key skills

Cyber threats including lack of data security

Rising labor costs in high-growth markets

New market entrants

Shift in consumer spending and behaviors

Airline CEOs

All CEOs

0 10 20 30 40 50 60 70 80

37%

74%

21%

19%

37%
14%

34%
19%

34%
10%

32%
15%

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 7 Top six policy / macro-economic threats to growth

Proportion of CEOs “extremely concerned” about the following potential economic and policy threats to their 
organisation’s growth prospects.

Over-regulation

Increasing tax burden

Exchange rate volatility

Disproportionate consumer protectionist policies*

Inadequate basic infrastructure

Protectionist tendencies of national governments

Airline CEOs

All CEOs

* Not asked of all CEOs

0 10 20 30 40 50 60 70 80

58%

58%

32%

38%

53%
25%

45%

42%
17%

39%
17%



Delivering 
transformative 
change

The airline CEO change journey

Air transport is one of the industries that have 
transformed the world. But many inside and 
outside the sector might argue that it has 
been slow to transform itself. Over the past 
30 to 40 years the airline industry as a whole 
has generated one of the lowest returns on 
invested capital among all industries.7 This 
situation has persisted across many market 
cycles and shows only limited signs of changing 
on a global basis. 

Of course, new business models, such as low 
cost travel, have come into the mix and there 
is a great variance in profitability from airline 
to airline. An analysis of airlines generating 
average EBIT margins of 8% or more shows 
that outstanding profitability is not related to 
specific business models.8  Instead, a variety 
of factors explain each instance of high 
profitability, of which individual comparative 
cost-advantage is a key one.

7  Op. cit. Profitability and the air transport value chain.
8  IATA Vision 2050, 2011, p 14.
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Not surprisingly then, a great deal of the 
airline CEO change journey in recent times has 
focused on trying to get the cost base down 
to a level that is competitive with the best in 
the particular industry segment the airline is 
operating in. Over two thirds (69%) of airline 
CEOs in our survey have implemented a cost-
reduction initiative in the past year and 64% 
have plans to start new ones in the coming 
year. But interestingly, this is little different 
from CEOs in other industries where the same 
percentage plan such initiatives and, indeed, 
slightly more (76%) have been carrying them 
out in the past year.

Responding to transformative 
trends

We asked airline CEOs to tell us what specific 
changes they are undertaking or planning in 
order to capitalise on the three transformative 
trends of global economic shifts, technological 
advances and demographic change.  The results 
show an industry that is already augmenting 
its current focus on organisational structures 
and design with an emphasis on technology 
investments and talent (see ‘now’ stage of 
figure 8). 

63% 
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their 
organisational 
structure and design 
and 29% already 
have programmes 
underway or 
completed.

Source: Airline CEOs – PwC Global Airline CEO Survey 2014

Figure 8 Responding to the megatrends – data analytics, technology, R&D and M&A come to the fore in the future

The airline CEO change journey - % of CEOs making changes in each area (top three ranking)

Now
Tomorrow

Future
Bubbling 
under

1

36%
43%

38%
22%

29% 38%
34%

19%

29%

27%

34% 33%

33%

19%

12%
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Organisational structure reforms continue 
to dominate in the near-future. Much of the 
focus of structural change so far has been 
to drive down the cost base, but we also 
expect organisational reforms to increasingly 
reflect the need for airlines to organise 
themselves around the customer. Organisation 
structure and design heads the list of change 
programmes with ‘concrete plans’ in figure 8, 
alongside productivity measures and strategies 
for customer growth and retention. 

But when we asked airline CEOs to identify the 
strategies they are mapping out further into 
the future, the emphasis switches. Heading the 
‘future’ list in figure 8 is data analytics, which 
is set to prove increasingly important not just 
for market segmentation, revenue and price 
modelling but also for flight and operational 
planning.  CEOs are also planning a greater 
focus on activities that could produce a step-
change in the industry – technology investment, 
greater use of R&D and innovation, and M&A, 
JVs or alliances.  

This is a significant change of emphasis – 
the 33% of airline CEOs who say they are 
developing future plans for R&D and innovation 
capacity changes is three times as many as 
the 11% who have such initiatives underway 
or completed at present.  A shift of the same 
magnitude is reported by CEOs in their plans 
for M&A, JVs and alliances.  Technology 
investment is also getting slightly more future 
emphasis as figure 8 shows.

We gave airline CEOs the opportunity to 
identify strategies that might not be on their list 
of actual current or future change programmes 
but that they recognised were areas where 
there is a need for change.  Again R&D and 
innovation, as well as M&A, JVs and alliances, 
feature on this list, this time alongside the need 
to have a better approach to risk management. 
Clearly many CEOs see the need for more 
sophisticated control and risk management 
tools to help with scenario planning as well as 
day to day risk management processes.

Readiness for change

The change challenge facing airline 
CEOs is considerable, not least because 
many themselves acknowledge that their 
organisations are not yet ready to make 
changes. Figure 9 highlights a number of 
key areas where a big majority of airline 
CEOs feel that their organisations are not 
well-prepared.  Foremost among these are 
R&D, HR and IT. Only 8% of airline CEOs 
report that their organisations are well-
prepared when it comes to R&D compared 
with 28% of all CEOs. A further 44% say 
they are ‘somewhat prepared’ but this is still 
fewer than the 52% among other CEOs. It’s 
a similar pattern with HR and IT change. 
When it comes to other change topics, such 
as procurement and sourcing and customer 
service, the assessment of airline CEOs of 
their organisational readiness is more in line 
with CEOs in other sectors.

Delivering transformative change

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 9 Airline CEOs don’t feel their organisation are wellprepared for transformational change 
in many key areas

Q: To what degree is your organisation prpared to make changes in the following areas in order to capitalise on 
transformative global trends?

R&D

HR

IT

Procurement and sourcing

Customer services

Airline CEOs

All CEOs

* Percentage giving responses other than ‘well-prepared’ – i.e. ‘somewhat prepared’, ‘not prepared’, 
‘prefer not to say’ or ‘don’t know’.

0 10 20 30 40 50 60 70 80 90

92%
72%

86%
66%

65%
75%

72%
67%

69%
66%

% saying not well-prepared *
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A new technology-enabled customer 
relationship 

Rapid advancements in technology platforms, 
mobile connectivity and customer expectations 
create the conditions for airlines to extend and 
deepen direct relationships with end customers. 
A direct technology-enabled customer 
relationship offers a range of opportunities 
to enhance the customer experience before, 
during and after the flight, and thus promote a 
more personalised and differentiated service.

But it is also a potentially highly significant 
development in an industry where distribution 
channels have been largely indirect. Computer 
Reservation System (CRS) services provided 
by Global Distribution Services specialists 
(GDSs), travel agents and freight forwarders 
all stand between airlines and end customers. 
Without investment in emerging technologies, 
these intermediaries can erode the value 
creation available to airlines. Creating stronger 
relationships, either through direct channels 
or by leveraging NDC (New Distribution 
Capability) and other enhancements to 
indirect channels, offers the prize of margin 
enhancement as well as greater customer 
loyalty. 

Greater personalisation of the customer 
journey becomes possible through the use of 
technology. Airlines are already using mobile 
technology for flight updates, check-in and 
recovery from irregular operations. The goal 
will be to go far beyond this and turn the 
passenger experience into one where the 
passenger feels informed, in control and is 
empowered to manage their travel easily 
and instantly. Better and more sophisticated 
use of data analytics will also enable airlines 
to optimise pricing and service to different 
customer segments and even to strictly 
individual customers, enabling a transition 
from capacity-driven pricing to customer-driven 
pricing based on a personalised and desirable 
mix of products and services.

66% 
to their customer 
growth and 
retention strategies 
and 23% already 
have programmes 
underway or 
completed.

56% 
to their channels to 
market and 26% 
already have 
programmes 
underway or 
completed.

71% 
to their data 
management and 
data analytics and 
26% already have 
programmes 
underway or 
completed.

PwC viewpoint: Putting the 
passenger first
While many airlines are “customer focused”, 
most retain a “product centric” operating 
model. High performing airlines of the 
future will need a new “customer centric” 
business model. This transformation will 
impact almost all elements of the airline, 
including talent, organisational structure, 
business processes and enabling 
technologies. 

A new consumer reality has emerged, 
defined by an anywhere/anytime/any device 
expectation of accessibility and engagement. 
To address this new state of “persistent 
digital engagement”, airlines will need to 
develop fluency in mobile and social 
technologies, and will need to better 
collaborate internally across groups that 
have traditionally worked separately from 
one another. 

Properly executed, these new capabilities 
will drive increased customer loyalty, better 
operating performance, increased revenues 
and lower costs.

Airline CEOs are 
developing future 
strategies or have 
concrete plans for
changes ...



A future focus on R&D and 
innovation 

Developing a stronger future R&D and 
innovation capacity is becoming a priority 
for many airlines. Two thirds (67%) of airline 
CEOs are developing future strategies or have 
concrete plans for changes to their R&D and 
innovation capabilities and 11% already have 
programmes underway or completed. As we 
saw earlier, R&D is the single biggest area 
that airline CEOs recognise that they need to 
improve on with IT not far behind. 

Airline travel has benefited from many 
innovations but they have often come from 
aircraft, engine and other manufacturers rather 
than airlines themselves. For example, fuel 
efficiency has doubled in the last forty years 
and engine-specific fuel consumption has 
improved by 30% since 2010 alone. But in those 
same forty years, the end-to-end shipping time 
for goods by air has remained unchanged, at six 
to seven days. At the World Cargo Symposium 
in March 2014 before retiring as IATA’s Global 
Head of Cargo, Des Vertannes challenged 
the industry to cut the end-to-end air freight 
shipment time by 48 hours by the year 2020, to 
enhance the competitiveness and value of air 
cargo.9  

The lack of focus on innovation has been a 
significant factor in commoditising the air 
travel product. Change, where it has come, has 
been incremental rather than transformational. 
In some cases, old practices have not been 
questioned. The disappearance of the Malaysian 
aircraft MH370 has been the catalyst for 
serious debate to occur about how aircraft 
are monitored as they fly around the globe. 
In a world where our every move seems to be 
tracked, often with data recorded and stored 
in the cloud, but commentators have expressed  
disbelief that the airline industry still has to rely 
on the search for a ‘black box’ to discover such 
vital information.

Innovation has as much a part to play ‘below 
the wing’ as it does ‘above the wing’. It is also 
relevant to airlines’ business models, people, 
processes and technologies. While significant 
opportunities exist to reduce costs and 
improve operations, many airlines continue 
to defer investment in technology and other 
transformative initiatives. 

Innovation goes beyond the passenger 
experience and is also relevant to airline’s 
business models, organizational and tax 
structures, processes and technologies. Due 
in part to low profit margins airlines have 
historically been unable or unwilling to 
significantly invest in transformative changes to 
their business, leaving a reluctant dependence 
on legacy systems and related processes. 
Today’s airline CEOs appear to understand the 
need to break out of this cycle by prioritising 
investment in R&D which should help 
differentiate themselves in a highly competitive 
environment.

PwC viewpoint: Creating the 
“Connected Airline”
Many airlines now find themselves at a 
crossroads. They can continue to chip away 
at inefficiencies and realise small, 
incremental improvements, or they can 
apply advanced technologies and achieve 
step function advancements in operational 
and financial performance.

Further enabled by more recent advances in 
networking and mobile devices, the 
“connected airline” is now not just a 
concept, but a reality.

The connected airline ties together mission 
critical processes, data and related systems, 
including reservations, maintenance, crew, 
revenue management and flight control, to 
improve decision-making and resolve 
operational problems in the short-term and 
reduce costs and increase revenue in the 
long-term.

Delivering transformative change

60% 
to their technology 
investment 
programmes and 
29% already have 
programmes 
underway or 
completed.

67% 
to their R&D and 
innovation 
capabilities and 
11% already have 
programmes 
underway or 
completed.

Airline CEOs are 
developing future 
strategies or have 
concrete plans for
changes ...

9  IATA Press Release No.: 23, Cargo Growth Trend Pauses, 5 May 2014
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Gaining value from consolidation 
and alliances 

Over a quarter (26%) of airline CEOs in our 
survey report that they entered into a new 
strategic alliance or joint venture in the last 12 
months, and nearly a fifth (18%) see new JVs 
and alliances as their main opportunity to grow 
their business in the next 12 months. This latter 
figure is exactly twice as many as in our global 
survey of CEOs in all sectors. 

The emphasis on JVs and alliances arises, 
in part, because of constraints on full-scale 
M&A among airlines. These stem primarily 
from airline-specific restrictions on foreign 
investment not experienced in most other 
industries. Thus, only 3% of airline CEOs in our 
survey envisage using M&A as a main route to 
growth in the coming year compared to 11% of 
all CEOs. 

But 63% of airline CEOs are developing future 
strategies or have concrete plans for changes 
to their M&A, JV and alliance strategies and 
11% already have such programmes underway 
or completed. Airline CEOs face a threefold 
challenge in this area. How to get better value 
from existing alliances? How to gain merger-like 
benefits from JVs? And, where permissible, how 
best to deliver full benefits from mergers?  

Greater consolidation in the industry is 
ultimately crucial for generating better 
performance and raising margins to a level 
where they can deliver adequate returns for 
investors. It has been given added momentum 
by the recent wave of mergers among US 
airlines and similar formations of holding 
groups in Europe and Latin America. But 
regulatory barriers still typically stand in the 
way of mergers as a principal route to cross-
border consolidation. 

63% 
of airline CEOs are 
developing future 
strategies or have 
concrete plans for 
changes to their 
M&A, JV and 
alliance strategies, 
and 11% already 
have programmes 
underway or 
completed.

The result has left airlines focusing on the 
marketing and facilities-sharing gains of 
alliances and the deeper capacity, price 
planning and revenue management benefits 
of JVs that enjoy anti-trust immunity benefits. 
Ownership structures are also emerging that are 
characterised by a complex array of minority 
equity stakes between airlines, stopping short of 
full ownership. 

Alliances and multiple minority ownership 
structures both raise governance issues and 
bring with them the danger of complicated 
decision-making. This can be a barrier to 
delivering full value from initiatives. Even 
where airlines have been able to take full 
ownership they have sometimes been slow to 
deliver gains from possible synergies, even as 
basic as shared back office functions. 

PwC viewpoint: Removing barriers 
to consolidation and growth
The industry continues to be hindered by 
fragmentation. Greater consolidation in the 
industry is ultimately crucial for generating 
better performance and raising margins. But 
persuading governments to remove the 
regulatory barriers to full-scale M&A 
remains a tough task. Regulators will need 
to be convinced that national, economic, 
labour and broader societal interests will be 
advanced, rather than threatened, by 
greater cross-border consolidation. Likewise, 
governments must transform their view on 
commercial aviation from an easy source of 
revenue to a catalyst for broader economic 
growth. Today’s competitive playing field is 
growing more uneven as some governments 
increase taxation and regulation while 
others not only lower taxation but invest in 
airport and other supporting infrastructure 
projects.   



Lifting the planning horizon 

Planning horizons pose a difficult dichotomy 
for airline CEOs. They need to take a long-term 
view, especially given the investment cycle for 
new aircraft and how those assets are leveraged 
and utilised. But the nature of the business 
requires a great deal of focus on quarter by 
quarter management, especially for those 
airlines facing profitability and other financial 
challenges.

Despite these challenges, it appears that outside 
of the many crises they have to manage, airline 
CEOs are succeeding in looking further ahead. 
Our CEO survey shows that airline CEOs see 
themselves as being more successful than CEOs 
in other sectors in taking a longer view. And 
they want to raise their sights still further. 
Nearly half (49%) report that they already work 
to a five year or more planning horizon – that’s 
significantly more than the third (32%) of 
all CEOs (figure 10) who say the same thing. 
Three fifths (59%) of airline CEOs see a five 
year or more horizon as the ideal compared to 
only 48% of all CEOs. 

A longer term view not only fits better with the 
investment cycle for new aircraft but also would 
enable airlines to implement a technology 
renewal strategy similar to their fleet renewal 
strategies. Mission critical systems, such as 
reservations, maintenance, crew, and revenue 
management are all very strategic in nature 
and typically have a life cycle of 10-20 years. 
A holistic and longer term IT strategy would 
enable airlines to avoid dependence on 
outdated technology that has been an historical 
characteristic of the industry.

Delivering transformative change

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 10 Airline CEOs are seeking to lift their planning horizons

Airline CEOs

All CEOs
Three years or less | 5 years or more

All CEOs (current)

(ideal)

32%63%

48%45%

Airline CEOs (current)

(ideal)

49%44%

59%28%

Q: What is your current planning horizon and what is the ideal time horizon?
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Securing the future workforce 

Running an airline is a labour-intensive 
business. Airlines are highly dependent on 
their staff, particularly skilled employees such 
as pilots and technical personnel. Behind fuel 
costs, labour is the single largest operational 
cost.  One of the biggest issues CEOs face is 
managing this cost, often in a highly unionised 
environment, and at the same time securing a 
supply of future talent to fill the skilled roles 
they need to take their organisations forward.

Changing the balance of the workforce to 
match the changing needs of the airline is 
an important challenge for CEOs and their 
top management teams. In the past, airline 
executives would tend to pursue a career in 
the industry or, indeed, inside a single airline. 
Today’s and tomorrow’s airlines require a much 
more fluid and multi-disciplinary range of skills 
and experience. They face stiff competition 
from other highly developed and well-paid 
sectors. Competition for scarce personnel will 
also contribute to rising wage pressures.

A global shortage in skilled pilots is already 
affecting many airlines’ operations and strategic 
plans.  Pilot gaps are reported to be forcing 
schedule cancellations and migration of crew 
around networks to cover rosters.10 Looking 
ahead, Boeing’s long-term market outlook 
forecasts that 498,000 new commercial 
airline pilots and 556,000 new maintenance 
technicians will be needed to fly and maintain 
the new airplanes entering the world fleet 
over the next 20 years.11  But the retirement of 
experienced pilots is not being offset by a ready 
pipeline of trained replacements.

88% 
of airline CEOs have 
changes to their 
talent strategies 
underway, planned 
or are developing 
strategies for 
change.

Leadership skills are in demand and are also in 
short supply. On top of this, future innovation 
has the potential to accelerate shifts in the mix 
of skills required.  As airlines increasingly focus 
on merchandising and retailing strategies, new 
skill sets will be required.  And as passenger 
expectations continue to rise, new customer 
service capabilities, including the incorporation 
of social media and interactive platforms, will 
be necessary.

PwC viewpoint: Securing the 
leaders of tomorrow
Effective workforce planning needs to be a 
central element in airline strategies if they 
are to overcome the adverse demographic 
trends affecting their own workforces and 
the talent sources they traditionally draw 
upon. 

To minimise increases in labour costs 
airlines will need to develop new strategies 
to attract and retain pilots in an increasingly 
competitive global market. These may 
include securing a pipeline through 
agreements with regional and smaller 
airlines, investing in or partnering with 
local governments in internal developmental 
academies, and re-negotiating existing 
collective bargaining agreements to remove 
or modify restrictive provisions.

To better capitalise on new opportunities 
that require skills in emerging fields, 
including social, mobile, cloud, analytics 
and retailing; airlines should increase 
recruitment in leaders from other industries 
that bring expertise in leading practices 
outside of the airline industry.

And better diversity strategies will help 
airlines widen the available talent pool and 
improve recruitment across entry and all 
other levels across the organisation.

10 Airline Business, June 2014.

11 2013 Boeing Pilot & Technician Outlook. 



Overcoming the 
headwinds
Barriers to growth and innovation

The airline industry is an international and 
global business. But regulation remains 
predominantly national or regional. Taxes, 
infrastructure provision and cost, state aid and 
regulatory costs vary considerably from 
location to location. The result is that 
competition across the industry is conducted 
on an uneven playing field. On top of this, 
restrictions on foreign ownership inhibit 
consolidation in the sector.

Some governments and competition authorities 
are becoming more willing to let market 
consolidation happen, although this is often 
restricted to distress situations. Government 
policies towards airlines have become more 
liberalised but airlines operate in what is still 
only a semi-liberalised market. In contrast, 
competition in shipping - a competitor to 
airlines on the cargo side - is fully liberalised. 
There are few barriers to exit and 
consolidation, nationally as well as 
internationally. 

Not surprisingly in this context, airline CEOs 
are much more concerned about the policy 
barriers to growth than their counterparts in 
other sectors. Over-regulation is seen as 
concern by 92% of them compared to 72% of 
all CEOs (figure 11). Similar views are 
expressed about an ‘increasing tax burden’, 
consumer protection policies and the 
protectionist stances of national governments.  

Infrastructure frustrations are a particular 
barrier to greater efficiency. Inadequate 
infrastructure was cited as a concern by 79% of 
airline CEOs compared to 47% of all CEOs. In 
some locations, governments have prioritised 
airport infrastructure while in other places 
airport development has been constrained. 
This not only results in bottlenecks but is also 
another contributor to an uneven international 
playing field. 

Air traffic control is another key infrastructure 
concern. Airspace is global but airspace 
provision and control is largely national. A 
global interoperability standard remains a 
politically distant hope. And the European 
Commission’s ‘single European sky’ initiative 
has been very slow to progress, mired in 
political debates over the transfer of European 
airspace management from 39 national 
authorities to one single central entity. 
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Government policies 
towards airlines have 
become more liberalised 
but airlines operate in 
what is still only a 
semi-liberalised market.

92%

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 11 Regulatory constraints are a significant headwind to growth in the airline industry

Q: How concerned are you with regards to the following list of potential policy threats to your organisations growth 
prospects?

Airline CEOs

All CEOs
somewhat concerned  |  extremely concerned

* not asked of all CEOs.

Over-regulation

Inadequate infrastructure

Protectionist tendencies of 
national governments

Government response to fiscal 
deficit and debt burden

Government response to 
environmental concerns

Increasing tax burden

Disproportionate consumer 
protection policies*

79%

74%

74%

72%

87%

82%

72%

47%

54%

71%

70%



Demonstrating value and impact

Overcoming the political and regulatory 
barriers outlined in the previous section will 
require a considerable effort and a shift in 
political will. Genuine collaboration between 
the airline industry and governments, focused 
on shared, long-term goals, will need to 
combine with greater international consensus. 
If airlines are to be successful in persuading 
governments to dismantle or alleviate some of 
the policy barriers that can have a negative 
impact on the industry, they in turn also need 
to step up their communication of how their 
activities contribute positively to social and 
economic good. 

Most CEOs already recognise that business has 
social as well as financial responsibilities. They 
believe it’s important to balance the interests of 
different stakeholders, rather than focusing 
solely on investors, employees and customers. 
And they understand that this entails 
measuring the full impact of their company’s 
activities - across social, environmental, fiscal 
and economic dimensions. 

Measuring a company’s total impact shows 
management the full impact it’s making. So, for 
example, it shows a company’s social effect on 
the health and education of the communities in 
which it operates; its environmental effect on 
the air, land and water; its fiscal effect on the 
public coffers; and its economic effect in terms 
of the value it adds or the number of jobs it 
creates. 

As figure 12 shows, airline CEOs are broadly in 
line with CEOs in other sectors in their 
appreciation of this and other statements about 
their businesses wider social and economic 
role. But, given the importance to the industry 
of reforms in government policies and better 
international policy cohesion, airline CEOs may 
feel that they need to go beyond the standard 
set by other CEOs and increase their 
communications in this area.

Overcoming the headwinds
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Genuine collaboration 
between the airline 
industry and 
governments, focused on 
shared, long-term goals, 
will need to combine 
with greater 
international consensus.

Source: Airline CEOs – PwC Global Airline CEO Survey 2014. All CEOs – PwC 17th Annual Global CEO Survey

Figure 12 Most CEOs believe business has a social as well as a commercial role

Q: To what extent do you agree or disagree with the following statements?

Airline CEOs

All CEOs
agree  |  agree strongly

The purpose of business is to balance the 
interests of all stakeholders

Measuring and reporting our total  
(non-financial) impacts contributes to our 

long-term success

Improving workforce and board diversity 
and inclusion is important for my business

It’s important for us to measure and try to 
reduce our environmental footprint

Satisfying societal needs beyond those 
of investors, customer and employees, 

protecting the interests of future generations 
is important to busines

67%

72%

92%

74%

77%

69%

74%

82%

80%

76%



Methodology and Contacts

Julian Smith 
Global Transportation & Logistics Leader 
+49 211 981 2167 
julian.l.smith@ru.pwc.com

Jonathan Kletzel
US Transportation & Logistics Leader
+1 312 3717946
jonathan.kletzel@us.pwc.com

Stefan Stroh
Partner Strategy&, Head of European 
Transport & Travel 
+49 69 97167 423
stefan.stroh@strategyand.pwc.com

Bernd Roese
Global Airlines & Airports Leader
+49 69 9585 1162
bernd.roese@de.pwc.com

Bryan Terry
US Transportation & Logistics Director
+1 678 419 1540
bryan.terry@us.pwc.com

Peter Kauschke
Director, Global Transportation & Logistics
+49 211 981 2167
peter.kauschke@de.pwc.com

Editorial, research and project team
Bryan Terry
Peter Kauschke
Tobias Pütter

Editorial contribution
Scott Likens
Bernd Roese
Stefan Stroh
Richard Wysong

The content of this report is based on an online survey among 39 airline CEOs around the world. 
All quantitative information was collected on a confidential basis. The survey was done in close 
collaboration with the International Air Transport Association (IATA). While most questions 
follow the exact questionnaire of PwC’s 17th Annual Global CEO Survey, some questions have 
been added or modified to address the special environment of the airline sector. 

PwC’s extensive network of airline experts and specialists has provided input into the analysis of 
the survey.

Note: Not all figures add up to 100%, due to rounding of percentages and exclusion of ‘neither/
nor’ and ‘don’t know’ responses.

For further information on the survey content, please contact: 
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