
Loss-making Cathay Pacific Airways Ltd hired McKinsey & Co
consultants earlier this year to advise on a transformation plan,
drawing on turnarounds at regional rivals such as Qantas
Airways Ltd and Japan Airlines Co Ltd. Battered by competi-
tion from Chinese and Middle East airlines and hobbled by
missteps in fuel hedging, Cathay in January completed a strate-
gic review, and later announced its biggest job cuts in almost
two decades. Following McKinsey’s subsequent input - which
has not been previously reported - Greg Hughes, Cathay’s
Chief Operations and Service Delivery Officer, said more than
740 initiatives had so far been identified to cut costs, boost
productivity and improve customer service - including easier
access to higher ‘frequent flyer’ status, more economy-class
seats on Boeing 777 airliners, and on-demand dining for busi-
ness-class fliers. “We were very keen on learning from them
the best way to go about a transformation,” Hughes told
Reuters. “They have done thousands of them, and we haven’t.”

Steve Saxon, McKinsey’s aviation expert partner in
Shanghai, said the firm’s policy is to decline comment on client
work. Hughes said McKinsey’s involvement ended after its con-
sultants helped structure the three-year transformation pro-
gramme, which is being carried out by Cathay Pacific staff and
aims for HK$4 billion ($512 million) of savings from lowering
costs and boosting productivity. “We have always wanted our
transformation programme to be something that our people
own and can deliver upon,” he said.

‘Colonial Culture’
But, as Cathay chases a return to profitability, it looks set to

continue a practice that some current and former employees
say may be the biggest obstacle to a real change of culture: the
airline’s unusual executive rotation system. Under this system,
so-called “house staff” at unlisted British conglomerate John
Swire & Sons Ltd - which owns a majority stake in Hong
Kong-listed Swire Pacific, which, in turn, owns 45 percent of
Cathay - rotate positions at group companies every few years.

This could, in theory, see a Coca-Cola refrigeration manag-
er at a Swire-owned plant in China take charge of Cathay’s
operations in France. Supporters of the scheme say it brings a
fresh eye and diverse experience to the job, and helps succes-
sion planning. “If they go through all these different areas they
learn to look at things from different perspectives,” said Achim

Czerny, associate professor of aviation management at The
Hong Kong Polytechnic University.

Critics, though, say it’s a costly, two-tiered relic that leads to
short-term and conservative thinking and can demotivate tal-
ented middle-managers, who feel excluded from the scheme.
Some blame it for Cathay being slow to spot the strategic
threat from rival airlines. “It’s a bit of a colonial culture,” said
Terence Fan, an assistant professor specializing in transport at
Singapore Management University. “There’s certainly a lot of
complacency.” Cathay declined to say whether McKinsey had

examined its rotation system, but said it planned to keep it in
place as part of its transformation program.

‘Swire Princes’
Founded as an import-export business in Liverpool in 1816,

John Swire & Sons opened its first China office 70 years later.
Still family-controlled, it also owns majority stakes in mainte-
nance group Hong Kong Aircraft Engineering Co Ltd (HAECO)
and Swire Properties Ltd. As a management service fee, the
companies pay John Swire & Sons 2.5 percent of their profit
before tax and non-controlling interests.

The arrangement doesn’t give Cathay much incentive to hire
top executives from outside as it pays Swire regardless. Air
China Ltd and Qatar Airways are major Cathay shareholders,
though Swire gives them little say in the airline’s day-to-day
operations. Former Cathay CEO John Slosar is chairman of

Swire Pacific, Cathay, HAECO and Swire Properties. Like many
senior managers - including Cathay’s current CEO Rupert
Hogg - Slosar started out on Swire’s “house staff” program -
once an all-male and predominantly ‘Oxbridge’ preserve, with
members dubbed by outsiders as ‘Swire princes’.

There is a separate stream of management trainees, more
usually Hong Kong locals with Chinese language skills, who
stay at a Swire company throughout their careers but move
around within that company. Hogg’s predecessor, Ivan Chu,
began as a management trainee at Cathay. Many airlines have
graduate programs and employees rotating between manage-
ment posts, but at Cathay managers could be rotated in with no
knowledge of the aviation industry. Cathay rarely brings in top
outside talent from rival airlines.

“It’s a very traditional, fairly conservative company and its
policy has always been to grow its own management talent,”
said a person who previously worked with Swire, and didn’t
want to be named so as not to jeopardize relations with the
company. A former Cathay employee, who asked not to be
named, said the rotation system at the top was frustrating for
middle managers. “These weren’t glass ceilings, but brutally
hard concrete ceilings. If you were in middle-management,
there was no way you were going to get into the cadre of top
management.” One current employee said the Swire culture
held up decision making as approvals were needed to react to
sometimes fast-changing situations, and another said it ham-
pered the airline’s long-term strategy as CEOs commonly
moved on after 2-3 years, with a new manager coming in
“changing things again”. However, a second former Cathay
middle manager, who didn’t want to be named as he is still in
the aviation industry, said Swire’s two-tiered management sys-
tem worked well. While senior country and regional managers
sometimes brought no aviation knowledge, “they were there
for their corporate knowledge, for their business acumen”.

“The culture is a fabulous thing,” said a former ‘house staff’
member. “If there’s one small weakness, you might argue that if
you grow up with people, it’s sometimes quite hard to look
them in the eye and call them out when they are wrong, and
have a really robust conversation.” Slosar declined an interview
request, but told The Wall Street Journal in 2014 that a benefit
of the rotation system was that managers were all on the same
page with the corporate culture. —Reuters
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Russia pays price, 
but no winners 
in doping saga
If you’re looking for winners after the International
Olympic Committee’s decision to boot Russia from
the upcoming Games, keep on looking. There are
none. Yes, it’s easy to view the IOC’s decision as a
victory for clean athletes who have been desper-
ately waiting for a day like Tuesday - when the IOC
finally delivered a sanction that was, at least on
some level, in line with the crimes. It’s easy to see it
as vindication for Grigory Rodchenkov, the Russian
lab director who helped execute the cheating, then
got sick of it all and became a whistleblower who is
now living in hiding in the United States.

And it’s easy to see it as a long-awaited come-
uppance for the Russians, who have been thumbing
their noses at long-accepted rules and norms of fair
competition, virtually daring the powers that be to
do something about it. But the crimes - they have
already been committed, and those who were
cheated at the Sochi Olympics will never get that
moment back, even if the IOC gives them a ceremo-
ny at the Pyeongchang Games in February.

Rodchenkov’s life will never be the same. “It’s
going to be challenging in ways hard to imagine,”
his attorney, Jim Walden, said. “It’s unlikely he’ll
ever be reunited with his family, unlikely he’ll ever
leave the United States, and he’s going to be look-
ing over his shoulder every day.” And while it might
seem like a good deal to ban Russia from the
Olympics - or at least the Russian flag, anthem and
uniforms, though not all its athletes - it’s a precari-
ous position for the IOC. 

One potential endgame is that Russia just throws
up its hands and leaves the movement altogether.
Imagine, if you will, the NBA without the Lakers or
the World Cup without Brazil, and you get a sense
of what the Olympics might be like in the future
without its second biggest team. As the IOC left it,
there figure to be a number of Russians competing
in Korea. They will be individually referred to as
“Olympic Athlete from Russia,” or “OAR”.

The fact that Russian Olympic Committee
President Alexander Zhukov called the name a
“very important” concession - to say nothing of
the fact that IOC left open the possibility that
the Russian flag could fly at the closing ceremo-
ny - gives a window into the contortions the IOC
has been going through to make sure it doesn’t
completely alienate the country that spent $51
billion to stage the Sochi Games where it cheat-
ed all its guests.

Russian values 
That $51 billion wasn’t simply to put on a good

show. It was part of Russia’s attempt to use sports
to show it could still be a major player on the world
stage, more than two decades after the breakup of
the Soviet Union. For a country spending that much,
a poor showing in the medals table was a non-
starter. After finishing 11th at the 2010 Olympics in
Vancouver, something had to change.

“They view (the Olympics) as a vehicle for pro-
moting Russian values,” said Steve Roush, the for-
mer chief of sport performance at the US Olympic
Committee who now does international consulting.
“Vancouver was embarrassing for them. That led to,
‘We are going to change the way we do things for
2014.’” Boy did they. As the IOC investigation con-
firmed, Rodchenkov helped build the cheating pro-
gram at the behest of higher-ups in the Russian
government. And now that the IOC has climbed on
board with all the other investigators and whistle-
blowers and athletes in acknowledging that Russia’s
government masterminded the plan, there are no
major forces outside of that country who argue
about the lengths Russia would go to use sports as
a symbol of national strength.

So, even Russia’s small victory - that it can send
athletes to compete under the Olympic flag - may
feel like something less, given that nobody will see
the Russian flag unfurled, the uniform worn or the
anthem sung, and that name “Russia” will never
appear on the official medal tally. That is, after all,
what the Olympics are all about. But the IOC’s small
victory - that, after long last, it did the “right” thing
- feels like something less, as well, given all the time
it wasted, all the athletes who got hurt along the
way, not to mention the concessions it made in an
attempt to appease Russia one more time.

“Justice for a horrendous act on sport, a great
option for clean athletes to have the opportunity to
compete, and partial vindication for so many who
we’re hurt by Russia’s actions,” American gold-
medal bobsledder and current US Olympic
Committee board member Steve Mesler said in
describing Tuesday’s decision. Hardly the stuff
champagne toasts are made of. But probably the
best that can be said given the current state of the
Olympics. —AP
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Saleh death kills 
hope for a silver 
bullet in Yemen
The killing of ex-leader Ali Abdullah Saleh, days after his
overtures to the Saudi-led coalition, has buried hopes for a
breakthrough in Yemen’s war, analysts say, and risks fuelling
a standoff between Riyadh and Tehran. “The future of
Yemeni politics has changed completely - Saleh was the
foundation and now he’s gone,” Maged Almadhaji, Cairo-
based director of the Sanaa Center for Strategic Studies, told
AFP. On Saturday, the strongman ruptured three years of
uneasy alliance with Iran-backed Houthi rebels, offering to
“turn the page” with foe Saudi Arabia in return for the lifting
of a crippling blockade and a ceasefire.

With Yemen’s conflict locked in stalemate, the move was
welcomed by Riyadh and its allies and sparked expectations
of a major shift in a war that has claimed over 8,750 lives
since 2015. Battles broke out between the Houthis and pro-
Saleh forces on the streets of the capital Sanaa that they
have controlled since 2014, while Yemen’s exiled president -
long sidelined from events - looked to activate his Saudi-
backed troops east of the city.

“Saleh brought a big hope for an end to Houthi rule,” said
Almadhaji.  “It’s not that people loved him. It was a chance to
break a frightening militia rule.” But that came to an abrupt
end on Monday when Saleh was gunned down by the
Houthis and a gruesome video emerged of his bloodied
corpse.  “People are upset because this was an important
opportunity and it’s been lost,” said Almadhaji. 

No substitute for Saleh 
Before his slaying Saleh was seen as Yemen’s great sur-

vivor. As president he dominated for over three decades
and, even after mass protests forced his resignation in 2012,
he remained a key player in the chaos that followed by ally-

ing with Houthi forces he had once fought. The attempt to
seduce the Saudis, whose military coalition has been facing
off against him since 2015, was another stunning turn-
around - and Riyadh will be hard-pressed to find another
such dealmaker. 

“There are no Yemeni political figures comparable to
Saleh in terms of influence,” the US-based Soufan Center
said in a briefing. “The near-term result of Saleh’s death
may be an increase in fighting by local forces, which in turn
could intensify foreign interventions on both sides, as the
Saudi coalition and Iran continue to protect and prop up
their proxies.”

In its first statement after Saleh’s death, Riyadh called for
a Yemen free of “militias supported by Iran”, while regional
rival Tehran defiantly insisted the
strongman was killed for
attempting a coup. Inside the
coalition, allies Saudi Arabia
and the UAE appear to dif-
fer on who to work with
now, with commentators
saying Riyadh favors the
Islamist Al-Islah party
while the Emiratis are
plumping for Saleh’s son. 

Analyst Randa Slim of
the Middle East Institute
in Washington predicted
Saleh’s death would
diminish any chances for a
push to end a war that has
created a humanitarian
catastrophe. “Everyone, local
and regional, will want this mili-
tary cycle to play itself out for
some time before they will be
ready to sit at the negotiation
table,” Slim told AFP. Yemeni
tribes who were “sitting on the
fence” waiting to see if Saleh’s

gambit succeeded may now pledge allegiance to the
Houthis, she said. “One thing for sure is that Yemen is head-
ed toward more conflict.” 

‘End their suffering’ 
The latest surge of violence in Sanaa came on the back

of an already dire humanitarian situation in Yemen, where a
Saudi-led blockade had fuelled fears of a devastating
famine. In a sign of growing concern over a fresh deteriora-
tion, the UN Security Council called on all sides to “de-
escalate” and return to talks after a closed door meeting in
the wake of Saleh’s killing. The world body on Tuesday
demanded a pause in fighting to allow it to deliver aid to
civilians trapped in the capital after five days of bloodshed
that killed over 230 people. 

“You’ve got children terrified and pregnant women
stuck,” Humanitarian Coordinator Jamie McGoldrick
told AFP by phone from Sanaa. “In the coming days
there will be more air strikes and more ground
fighting,” he warned. Analyst Almadhaji said the
death of Saleh has left the warring parties reeling -
and peace an even more distant prospect. For

Saudi Arabia, negotiating with the Iran-backed
rebels is a non-starter, he said, while the Houthis
are weakened by the loss of their key governing
partner, who helped deflect accusations of loy-
alty to Tehran.  

At a Tuesday rally in Sanaa, the rebels sought
to project an image of unity and said they would

ensure the safety of members of Saleh’s party. But
Almadhaji said frustrations of local residents - and the
readiness of some to put their hopes in Saleh - go
well beyond the Saudi-led blockade and are increas-

ingly focused on the faults of Houthi rule. “Trade has
been decimated, the black market is thriving. The securi-

ty situation is terrible. Streets are closed and there is a
massive campaign of detentions,” he said, predicting that
roundups of Saleh loyalists would continue. “People want a
country. They want laws. They would welcome back any-
one who could end their suffering.”  —AFP


