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 There are few airline  markets 
in Europe more savagely 
cut-throat than Scandina-

via, where the necessity of air 
transport has to be finely balanced 
against a sparse population.

Such is the fierce competition 
that even the trinational flag 
 carrier, Scandinavian Airlines, 
has been pushed to the brink of 
bankruptcy, its long-established 
position as the primary Nordic 
airline threatened by emerging 
budget operators and an inexora-
ble shift to low-cost services.

Parent company SAS Group – 
once a profitable travel empire, 
but now struggling to overcome 
serial losses and the legacy of its 
costly, complex structure – found 

itself needing to adapt or die. 
“The world had changed, and 
changed rapidly,” says chief 
executive Rickard Gustafson. 
“New players had entered the 
market with no heritage.”

These new entrants had the 
advantage of building up an oper-
ation with a low cost-base from 
the outset. Like an overweight 
boxer facing younger, agile com-
petition, SAS Group had to take 
the difficult reverse path – shed-
ding its non-core assets to rein-
force its finances and paring its 
operation back to core muscle.

After several previous attempts 
to reorganise, SAS Group imple-
mented the sweeping 4XNG ini-
tiative in a bid to tackle its struc-
tural and financial constraints.

Under the programme – 
intended to cut a dependence on 
credit – the company divested a 
range of businesses and invest-
ments, focusing on its carrier divi-
sion and outsourcing activities 
where necessary. It also negoti-
ated crucial new collective and 
pension agreements to align the 
airline’s costs with market levels.

“As a consequence, SAS has 
transitioned from a holding struc-
ture with multiple subsidiaries to 
an airline organised by function,” 
the company said in its 2013 
annual report.

The far-reaching measures 
have helped stabilise the com-
pany and allowed it to invest in 
new strategic projects.

“Given the very difficult posi-
tion SAS has been in, the restruc-
turing is very impressive – pro-
viding it sticks,” said one judge.  
“Now they have cash, it opens up 

options they didn’t have before,” 
said another.

Scandinavian Airlines, whose 
operations are primarily Euro-
pean short-haul, has introduced 
simpler fare and product con-
cepts aimed at attracting frequent 
travellers, and mounted an 
aggressive route expansion. 

It has also embarked on a 
renewal exercise which will give 
the carrier a modern fleet of 
 Airbus A350 and A320neo jets.

However, the most notable 
result of SAS Group’s efforts and 
its enhanced productivity has 
been a healthier set of financial 
figures, and the return to positive 
full-year earnings.

SAS Group has shown a dra-
matic improvement despite the 
stresses and challenges of operat-
ing in the tough Nordic market.

Such has been the sense of 
accomplishment with the 4XNG 
plan that SAS Group has set new 
profitability targets to reflect its 
improved cash flow and the slash-
ing of its fixed costs. The company 
is aiming for an 8% operating 
margin – an ambitious level 
which SAS is still pushing to 
reach, but one which Gustafson 
believes can be achieved in time.
DAVID KAMINSKI-MORROW

“The world had 
changed, and 

changed rapidly. New 
players had entered 
with no heritage”

RICARD GUSTAFSON
Chief executive, SAS
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Confident: Rickard Gustafson
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