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Thereprobably aren’t manyjournalistswho under-
standtheaircraft manufacturing industry better
thanJohnNewhousedoes.Twenty-five yearsago

hisbookTheSporty Gameexamined thehigh-stakesbusi-
nessenvironmentthatexistsin themanufacturingand sell-
ing of largecommercial aircraft, commonly
referred to asLCAs. A quarterof acentury
later, thatbookis considered aclassic about
theairplanebusiness.

Now, in BoeingVersusAirbus, Newhouse
focusesontheintensecompetitionbetween
theworld’s two largestmanufacturersof pas-
senger airplanes.Hesaysthebusinessof sell-
ing LCAs is anunsteadyoneatbest andthat
predicting long-termwinnersin the industry
is difficult, especially whenfortunesseeming-
ly changeovernight.

The Big Two Emerge
In theprologueand first two chaptersof

BoeingVersusAirbus, Newhouseprovidesa
brief history of how theLCA industry
evolvedover thelastthreedecades,leadingto
thecurrentsituation in which just two manu-
facturerscompetewith eachother.

During the1970sand early1980s, thebusi-
nessof commercial airplanemanufacturing
wasdividedamong four companies,threeof
which were locatedin theUnitedStates: the
Boeing Co., LockheedAircraft Corp.and
McDonnell DouglasCorp.Of thesethreeestablished com-
panies,Boeingreignedasthemarket-sharechampion.

At thesametime,on theothersideof theAtlantic
Ocean,amuchsmaller andrelativenewcomerto theindus-
try wasstarting to makeitsmark.European-ownedAirbus
Industrieenteredtheairplanesweepstakeswith theA300,
whileLockheedandMcDonnell Douglaswereinstead
developingapair of ill -conceivedandalmost identical

wide-body airplanes.But when airlinesshowed aprefer-
encefor theA300, Airbuscouldno longer beignored by
thebig boys. Aftermorethan 35yearsof successfulpro-
duction, Airbusannounced in March 2006that it would
gradually phaseout theA300 (aswell as theA310)final

assembly in response to market demandfor
its newer aircraft.

Airbus’ Curious Makeup
To understandAirbusis to understand its

unusual corporatemakeup. Airbus is owned
by apublicly tradedcorporationknown as
EADS— theEuropeanAeronautic Defense
and SpaceCo. Newhouseisn’t shy about
calling EADSa“curiousandbadly flawed
structure.” Curiousindeed.

Initially, Airbusbeganasaconsortiumof
four European national aircraft corporations,
with representation from Britain, France,
GermanyandSpain. In 2000, threeof the
four partners joinedin aunited commercial
enterpriseandbecamepart of EADS, which
wasbasedin Paris.

Today, about 22percent of EADS is
ownedby DaimlerChrysler. TheSpanish
and Frenchgovernmentsalso own apart of
EADS. BritishAerospace— now BAE
Systems— isnot part of EADS,but it owns
20percentof Airbus.

It getsevenmorecomplicated — or
flawed— considering that althoughEADS ownsAirbus,
nearly 80percent of EADS’s revenuecomesfrom this one
subsidiary. And whileEADS has two co-chairmen, one
French and oneGerman, their oversight of Airbusis mini-
mal. NewhousedescribesdisgruntledAirbusstafferswho
wonderwhy EADS is even necessary to theaircraft manu-
facturer, asAirbusactsmostly asan independent company.

At thestartof the1990s, Airbusheldonly 15 percentof
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themarket, comparedto Boeing’swhopping62percent.
But the’90swereadecadeof change,andby century’s
end, it wasAirbuswhowouldbethenewindustryleader.
McDonnell DouglasandLockheedwereno longer play-
ers,and Boeing, throughanumberof management
changesthataffectedits corporateculture,madeaseries
of mistakesthatcost thecompanyits spotas theworld’s
top commercial airplanemanufacturer.

ButAirbus’ reignasNo. 1 wasshort-lived.Almostas
quickly asit made it to thetopof thehill, thecompany
faltered, and justwithin thelasttwo years,Boeing has
repositioneditself as theindustry’sprimaryforce.
Newhousepredicts thatfor now, Airbuswill notbeableto
competewith BoeingunlesstheEuropeanmanufacturer
shedstheunwieldy managerialstructurethat currently
intertwinesit with EADS.

Rivalry Stories
After the initial two chapters,it becomesapparentthat

thebook’sstructure lacksasinglenarrativearc. Instead,
each individual chapterresemblesaself-containedstory
that addressesaparticularaspectof theBoeing/Airbus
rivalry. Newhouseevenabandonsa linear chronology,
choosing insteadto shift between thepresent andthepast,
depending on the topicathand.Somereadersmayfind
this methodof storytelling too jarring for their tastes, but
anyonewith more thanapassinginterest in theaviation
industry should not bedissuaded by Newhouse’s decision
to forsakeastraight chronological history. His booksheds

agreatdeal of lightonan
industry thatiscomplex, risky
andgigantic in itseconomic
impact.

Thefirst rivalry Newhouse
describesconcernstheback-
and-forth argumentthe two
companieshaveengagedin
over theissueof government
subsidies— anargument that
haswaxedandwaned for more
than 15years.Both Presidents
GeorgeH.W. BushandBill
Clinton tookup theissueof
subsidiesonBoeing’sbehalf in
theearly 1990s.Boeing, along
with thethen-still -solvent
McDonnell Douglas,claimed
that Airbusoperated with an
unfair advantagethat camein
theguiseof hefty European
governmentsubsidies.

In 1992,a dealbetween the
UnitedStates and the
EuropeanUnion was reached

that limited Ai rbus’government aid to no morethan33
percent of thedevelopment costs of any newairplane.
Boeing’s leadership,according to Newhouse, wanteda
lower percentage, but privately accepted theagreement
as progresstoward a level playing field.

In 2004, however, Boeing decidedto makesubsidiesan
issueagain. Picking a fight oversubsidiesat thisparticular
timepuzzledmany within Boeing’s management.
Newhousedescribesseveraltheoriesas to why Boeing
would want to revisit an issuethathadseemingly been
laid to rest morethanadecadebefore.Onetheory is that
by having to defendits subsidies, Airbus’ attentionwould
bedivertedfrom developmenteffortsof aplanethatcould
competewith Boeing’s new787, due for release in 2008.

Another theoryis that BoeingbelievedAirbuswould be
severely weakenedif governmentsubsidieswere reduced,
somethingAirbuscouldil l afford asit washeavily
involvedwith itsown major developmentproject, thatof
thenew A380 Superjumbo, soon to betheworld’s largest
passengerairplane.

But Henri Courpron, who at thetimewaspresident and
CEOof AirbusNorthAmerica,believedthatBoeing’s
intenthadnothing to do with positioning for industry
dominance, or with trying to gainanadvantagein the
head-to-headairplanedevelopment projectsthetwo com-
panieswereconcurrently engagedin. Rather,hesaw
Boeing’smove to challengeAirbus’ subsidiesaspoli tics,
pureandsimple.Courpronbelieved Boeingwasattempt-
ing to win political sympathy asit steadilylostmarket
share toAirbus.

Whatever thereasons, NewhouseviewsBoeing’s
attempts to cutAirbus’ subsidiesasamistakeon thepart
of Boeing CEOHarry Stonecipher.For onething, opening
adebateonAirbussubsidiesencouragedAirbusto make
counterclaims thatBoeing oftenbenefited from technolo-
gy developedby NASA. While not packagedin the form
of adirectgovernment handout, the technology wasnev-
erthelessabenefit.

As thedebate over subsidies continued, a weariness
seemedto settle in on both companies. By the time
Newhouse’s book went to press,subsidieshad become
anissuebetweengovernment bodies,with no resolution
in sight, or as Newhouse puts it, “not much washappen-
ing other thantalks about talks.” OneAirbusexecutive
privately told Newhouse he hopedthatsome sort of deal
could bemade betweenthe two companies,sothatthey
could just get on with the business of making airplanes.

Building the Planes
Thetwo companiesmanufactureproducts that arephysi-

cally enormousandtechnologically complex. Newhouse
providesdetailsand historiesabout thenumerousplanes
BoeingandAirbushavebuilt over theyears,but thankfully
his technical descriptionsof individual planesarenever
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suchasto beincomprehensible to thelayperson.Instead,he
focusesontheeconomic significanceeach planehasonits
respectivecompany, andwhatmarketnichetheplaneis
intended to fi ll.

In theearly 21stcentury, thetwo planesthat consumed
thebulk of developmentweretheBoeing 787andthe
AirbusA380. It is theA380 thathasperhapscausedthe
mostcontroversy in theindustry within thelastdecade—
notbecauseAirbushascreatedan inferior plane, but
becauseit mayhaveoverestimated themarket demandfor
aplane that wil l carry 550passengers.

The VLA Market
The ideaof building anew, very largeairplane, orVLA

astheyareknown, wasdiscussed in theearly 1990sby
bothcompanies. Airbus,havingestablished astrongposi-
tion in thesingle-aisle market,nowconsideredmoving
into VLA territory. Thecompany wasundertheimpres-
sion thatBoeing wasmakingits greatestprofit from the
jumbo747, Boeing’s crownjewel for almost40years.But
NewhousewritesthatAirbuswaswrong,andthat in fact
the767-300, amidsizeplane,wasBoeing’s most prof-
itable aircraft. Nevertheless,plansto developanewsuper-
jumboplaneatAirbusadvanced,andasit did, doubts
among theindustry’smajorplayersgrewaboutwhetheror
not theairlinesreallyneededor wantedthisplane.

Meanwhile, Boeingdevotedits energy to thenew787,
nicknamedtheDreamliner.Rather thantrying to improve
on its ownVLA — thedurable747— Boeingdeveloped
the787,amidsizeplaneintendedto fly longdistances,but
onethatwill avoid landingin hubairports.It is clearthat
NewhousebelievesBoeing’sinvestmentmayturnout to
bethebig winner.

TheAirbusA380 will beableto carry twiceasmany
passengersasthe787 — morethan any planein history
— but it isdesignedto landathubairports, wheremost
passengerswil l be forcedto changeplanes. Newhouse
believesthe industry maybereadyfor anewtypeof air
travel, with ticketbuyerswelcomingthepromiseof fewer
hassles— suchasmissedconnecting flights andlost lug-
gage—that the787 will bring.

Still , Newhouse remindsthereaderthatlongtimeindus-
try watchersrememberwhenthesamecriticismscurrently
aimed at theA380 — lengthyturnaroundtimes, time-con-
suming loadingprocedures,lack of airportsthatcanhan-
dlesucha largeplane— werealsodirectedat the747
before it took to theskies.Yet the747changed modernair
travel, according to Newhouse,in part by makingit avail-
able to morepeople andhelping to lower ticketprices.

TheA380,which recently madeits first fl ight to the
United States,hasneverthelesscausedAirbus a great
deal of worry. Lastsummer,thecompany announceda
six- to seven-monthdelay in thedelivery schedulefor
theplane, theseconddelay in as many years.Airbus has

had to pay tensof mill ionsof dollars in penaltiesfor
these delays, but it stil l contendsthat themarket will
supportits newsuperjumbo.

LeadershipUpsand Downs
Although Newhousedoesnot identify adominant figure

for eithercompany — noJack Welch,Lee Iacoccaor Bill
Gates— hedevotesa lot of ink to creatingportraitsof the
leadersof the two airplanemanufacturersandshowing
how they affect their corporatecultures. Throughout the
respectivehistoriesof BoeingandAirbus,Newhousefinds
themindsetsat both companiesswingingback andforth
likeapendulum: both BoeingandAirbusalternatebetween
aggressivenessand complacency,cautionandarrogance.

Muchof onechapter is devotedto thetaleof how
Boeing absorbedits formerrival McDonnell Douglasin
1997, whenBoeingwasreelingfromproductionprob-
lems.AsNewhousewrites,Boeing lost money in 1997
eventhough it wasapeakyear for its airplanesalesand as
it waswinning thebattlefor marketsharewith Airbus.

At Boeing’s helm during this timewereCEOPhil ip
Condit andPresidentRon Woodard, bothof whom
assumedtheir leadership rolesin the1990s.Although
these two executivesmayhavebeenascompetent asany
senior managers in Boeing’s history, according to
Newhouse,both causedthe
company themost damage,in
part through thedecision to
pursueamergerwith
McDonnell Douglas.

That merger was viewed as
a disaster by many within
Boeing’s commercial division
who feared an unhealthy
influencefrom thenew
acquisition.And sureenough,
Boeing people were alienated
almost immediately after the
deal was completed, thanks
to Harry Stonecipher, the
McDonnell Douglas CEO
during themerger (and later,
theBoeing CEO who
renewedthesubsidies battle
with Airbus).McDonnell
Douglas had manufactured
theunderwhelming DC-10
wide-body, amongother
commercial products, but was
mainly known for its work on
mili tary aircraft.

According to Newhouse, in
his new role asa Boeing exec-
utive,Stonecipher was viewed
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by longtime Boeing employeesassomeone“who made
no distinction betweenCoca-Cola or soap andBoeing’s
bread-and-butter product.” Thatbread-and-butterproduct,
of course,was the commercial jet airliner,but
Stonecipher, blunt and impatient, triedto changethecor-
poration’s cultureby shifting thecompany toward mili -
tary aircraft production.

The whole story of themergerandits resulting revolv-
ing-doorleadership makesup theportionof thebook
that mostresemblesa corporatesoap opera.Stonecipher,
who retiredin 2002,wasbroughtback 15 monthslater
asCEO to guidethecompanyafter Conditwasfired.
But in early 2005,Stonecipher himself wasforced out
because of an“i mproperrelationship”with a Boeing
female executive.AlthoughNewhouseputsStonecipher
in thecategoryof a JackWelch–– in termsof manage-
ment style –– it appearshis lasting notorietywill belim-
ited to theairplaneindustry.

As for Airbus, its leadersassumemoreof a faceless role
in Newhouse’snarrative.Yes,therearekey figuressuchas
Jean Pierson, whoretiredasAirbusCEOin 1998after13
yearsof leading thecompany,and whoremainslegendary
in thebusiness.But for themostpart, theAirbusexecutives
takesecondbill ing to thecompanyasawhole,with its
strangecorporatestructureandtheplanesit manufactures.
TheA380, theplanethatwill determinesomuchof
Airbus’ future turnsout to beamoredominantcharacter in
thestory thanmostof thepeople.

What’smost intriguingin Newhouse’sdescription of the
leadership atBoeingandAirbus is howeach company’s
attitudeebbsand flowswith its respective fortune.
“Ar rogancehaschangedcampsnow,” Piersontells
Newhouse.The formerAirbusCEOis referring to howhis
company took itsnewfoundleadershipin theearly 21st
century for granted.And Courpronechoesthesesenti-
mentswhenhesays, “We failed to managebeingNo. 1.”

Regarding theBoeing leadershipof today, oneanony-
mousexecutiveworking for aBoeing suppliertells
Newhouse,“They don’t knowwhat they don’t know.And
there’s nopassion. Theywouldbejust asmuch athome

with Procter& Gamble making soap.”
No matterwho’son top of this ever-changing, always-

intensecompetition, it’s almost certainthat the leadership
of thesetwo companieswill besecond-guessed, criticized,
despisedand occasionally evenpraised.BothBoeing and
Airbusaresimply tooenormousto escapefromthestrong
opinionsof theindustry watchers. And with businessesas
big asthese two, everyoneis watching.

The Continuing Competition
Newhouse’s book is not without its flaws.As men-

tioned earlier, his decision to leap backand forth
between the present and the past canbedisconcerting.
You may find yourself flipping to previously readpages
in aneffort to keeptrack of who’s who at the two com-
panies.And an early chapter devoted primarily to theair-
lineindustry (asopposed to airplanemanufacturers),
thoughinteresting in itself, hasmuch lessto do with
Boeing and Airbusthanthe rest of thebook does. Still,
there’s no denying that Newhouse knows his stuff when
it comes to theaircraft industry, and his book conveys a
tone of authority throughout.

As for thecontinuing competitionbetweenthetwo rivals,
Newhouseseessomepotential dangersasBoeing increases
itsoutsourcing of manufacturing toAsia.Hewonders if
Boeing cancontinueto fulfil l responsibilitiesto itscus-
tomers if it losestouch,overaperiod of years,with the
methodsandproceduresthatgo into making anairplane.

As for Airbus, Newhousebelievesits coreproblemgoes
beyondwhether it will beableto competewith Boeing’s
787, or whether theA380will flop, and hingesonwhether
or not thecompany will beableto breakfreeof itscon-
fusing corporatestructure,with too many figuresin
authority in too many differentplaces. If it can, Newhouse
predictsAirbuswill oneday recover from its current
downturn, provingaworthy opponentfor Boeing. And
this,Newhousewrites, will serveonly to helpairlines,
enginemakers, suppliersandpassengers, all of whom
benefi t whenthese two companiesarestrong and
competitive. ■
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The author: JohnNewhouse is theauthorof eightprevious
books,includingCold DawnandEuropeAdrift. His most
recentbook,Imperial America: TheBushAssaulton the
World Order, waspublishedin 2003.During the1980sand
early 1990s,hewroteaboutforeignpolicy for TheNew

Yorker. Newhousehasserved asassistantdirectorof the
U.S.Arms Control andDisarmamentAgency,andlater
servedassenior policy advisor for EuropeanAffairs in the
U.S.State Department during thesecondhalf of theClinton
administration.Newhouse lives in Washington,D.C.
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