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BREAKING THE (OLD) RULES: THE CHALLENGE OF INNOVATION

TOP 15 INNOVATORS 2016 How often do new project & growth ideas come from the following sources

1 Apple -
2 Google Customer complaints 26 B 'Strong' innovators
3 Tesla Acquisitions or licensing 63 H'Weak' innovators
4 Microsoft 65
Social network or big data

5 Amazon
6 Netflix Suppliers or vendors 65
7 Samsun

& Strategic partnership 66
8 Toyota
9 Facebook Employee idea forums 68
10-18M Customer suggestions 70
11 Bayer -
12 Southwest Airlines Competitive intelligence
13 Hewlett-Packard Internal sources 78
14 BMW T T ]

. 60 80 100

15 General Electric % selecting 'often' & 'very often’

Source: BGC Global Innovation Survey 2016

e BCG has just released its 2016 Global Innovation Survey. Unsurprisingly, the Top 50 list is dominated by technology
companies, with Apple and Google holding down first and second place again this year. There is only a single airline in
this year’s Top 50 — Southwest, which returns to the list for the first time since 2009, at #12.

e As an industry, should we be concerned by this lack of representation? Are we missing opportunities to create additional
value — for our customers and investors alike — via a lack of innovation?

e When it comes to air transport, much of the innovation focus currently revolves around two broad aspects; the evolution
of traditional airline business models and strengthening the customer relationship. These are not unrelated issues; both
are centered on building a better understanding of our customers and their needs — evolving airlines from merely
commodity travel providers into bespoke travel partners. Within IATA, initiatives including the New Distribution
Capability (NDC) and ONE Order contribute to this development.

e But the challenge for airlines is that there are plenty of other non-traditional organizations — many of whom are
household names and appear on the BCG list of leading global innovators — which have very large global customer
databases and are very good at developing relationships with their customers, understanding their needs and then
delivering exactly what the customer wants. They are agile and flexible and constantly evolving to remain relevant. We
need to ensure that airlines — and the air transport industry more broadly — are doing the same!
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