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check-in to the newspaper service and
comfort onboard. Check-in and treat-
ment onboard receive ongoing high rat-
ings, and the low grades for punctuality
early in 1996 are now improving.

A new type of survey was also
introduced in 1996. It shows, among
other things, the importance for customer
satisfaction of the various service ele-
ments. This list is headed by punctuality
and care onboard.

The conduct and attitude of our
employees is a fundamental part of the
customer’s perception of a SAS product.
One tangible project in 1996 was “Cabin
Quality,” which worked on improving
opportunities for cabin crews to provide
an even better service. Employees’ moti-
vation and how they experience their sit-
uation are measured once a year.

SAS is now focusing on a fundamental

FOLLOW THE LEADER

The encounter with an airport environment is

often chaotic. Information is inadequate and

stress means that the signals that are provid-

ed are badly assimilated.

In high-pressure, chaotic situations we tend

to do what everyone else does, we imitate. If

someone shouts “fire” in a movie theater and

a few people start running in one direction,

nearly everyone else will follow, even if it’s

the wrong way.

At airports there are often totally unneces-

sary lines. A line is simply a far stronger signal

than a sign. Ah, that’s where we should be

standing. Everyone else is there. After stand-

ing in line for a while we sometimes review

the situation, see other opportunities, and get

out of line.

Imagine if there was simpler, clearer and

more logical information and active assis-

tance which could help the passenger find the

right way through the system from the start.

development of its service, which covers
the entire trip – from reservations to the
end of the journey. Large parts of this
program will be carried out in 1997 and
1998.

UNDERSTANDING

THE PASSENGERS

In 1996, SAS carried out an extensive
research and analysis project which pro-
vides the new platform for the company’s
product and service development.

Most opinion polls use a question and
answer technique, which always has its
limitations and errors. In this project SAS
has used anthropological methods based
on observations of passenger behavior at
various stages of the trip. This method
provides a greater understanding of how
passengers experience their trip and of
problems in different situations. The

method also picks up a number of con-
crete problems which would never come
to light in other polls.

Some of the problems identified in the
entire travel process are described in
boxes on the following pages.

It is by finding solutions to these prob-
lems that SAS will become the best airline
in Europe.
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Traveling by air is a process, the basic
components and patterns of which have
not changed very much over the past 30
years. On the other hand, almost every
stage has become more complicated.
Today an international journey by air is
an unwieldy procedure conducted on
terms dictated by producers and the sys-
tem – not by the customer.

Curiously enough travelers have
accepted many of the clumsy elements of
the system, which has naturally helped
make these a permanent feature. People
who in every other case have considerable
control over their situation, when traveling
by air become passive and anonymous
objects who, sometimes with considerable
effort, are forced to play their part in ritu-
als which have not been made effective for
their end users – the passengers.

If we could start with a clean sheet,
how should air travel preferably be from
the passenger’s viewpoint? It is this ques-
tion SAS has been working on recently.

SAS only controls a small part of the
total environment in which the trip takes
place. But SAS intends to change this
part dramatically in future years. And
this transformation has already started.
SAS can also influence other parts of the
travel environment.

Naturally, as a single carrier SAS can-
not reinvent the entire travel process – but
SAS is not a single carrier. Together with
its partners in the world’s largest partner-
ship, SAS can do a lot to give passengers a
better travel experience all the way.

UNDERSTANDING PASSENGERS

Almost all customer surveys conducted by
the airline industry are based on tradi-
tional questionnaire and interview tech-
niques. But if passengers have accepted
the basic pattern of air travel, the real
problems will not emerge from such sur-
veys.

That’s why SAS, as a complement to
regular opinion polls, is also using
anthropological techniques to obtain a
better grasp of passengers’ experiences
and problems during the trip.

What do passengers actually do dur-
ing a typical journey by air? SAS has
documented this in 1,500 hours of video
recordings from check-in, lounges, gates,
onboard and baggage claim. By studying
passenger behavior during different trav-
el phases, SAS has been able to identify

some forty problems during the trip
which justify “drastic product develop-
ment,” i.e. a basic rethink for various
stages. SAS has also acquired unique
information for some fifty minor
improvements.

In their efforts to provide a good air
travel product SAS and the other airlines
have concentrated on the basic product –
on fundamentals such as safety and punc-
tuality – as well as on personal service.
Less effort has been made to help passen-
gers cope with all the purely practical
details of the trip.

MORE POWER 

TO THE PASSENGERS

The basic philosophy of SAS’s future
focus is that passengers must be given
greater control of their own trip. There

Empowering 
the passengers



















The basic requirement of any air traveler is
reliable transport, i.e. the flight takes place
(regularity) and meets the highest safety
requirements. Naturally they want their bag-
gage to come too and they want to arrive on
time. These are known as basic qualities.
Service structure has so far focused mainly
on comfort, refreshments and entertain-
ment – and less on helping with the actual
process. And a lot remains to be done in
terms of providing individual service.

Support 
me in 

my situation

Make sure 
we get what we 

need during the trip

Help us through the 
practical travel process

Get us there on time

Make sure our baggage comes too

Get us there – safe and sound
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must be a better balance between the sys-
tem’s requirements and the user’s needs
throughout the entire process. Passen-
gers will not need to “serve” the system to
the same extent, but the system will do
more to serve the passengers.

Simplicity and choice are the key-
words here. It must be easy to take a
trip. The passenger should not, as today,
have to wrestle with a number of practi-

ROLES IN CONFLICT

When traveling by air passengers are

expected to be able to handle a number

of different roles at the same time.

On the one hand, they are rendered

passive and treated as if they are stupid.

At times incomprehensible rules and

routines must be followed by everyone.

Go over there, wait here. On the other

hand, they have to try to keep control

over their own situation and position.

Keep an eye on flight and gate informa-

tion, their hand baggage, on accompany-

ing passengers on the loose, and so on.

Imagine if a more harmonious process

could be created, where the traveler can

always keep control – and his dignity.

cal problems which the sys-
tem can be redesigned to cope

with. And the passenger should
be able to choose to carry out vari-

ous stages of the trip as he or she prefers,
simply have greater freedom to design
their travel experience.

SAS already offers fourteen alterna-
tive ways to check in, from SAS Airline
Check-in at a number of hotels to auto-

mated Express Check-in at airports. The
Bistro concept in the EuroClass lounges
means passengers can choose to eat while
still on the ground or in the air – or both.

SAS will provide attractive new alter-
natives for several stages of the trip
through a new, functional design based
on passengers’ perceptions.

If passengers are to be given more
control and be able to exercise their
choice, the entire travel process must be
visible and its various alternatives clear.
This places totally new requirements on
information right through the trip – from
reservation to final destination.  

FEELING GOOD ON THE TRIP

The third concept on which SAS’s prod-
uct development is based is care. The sys-
tem and service element must be designed
so that the customer feels that SAS cares.
Passengers must feel a greater sense of
well-being with SAS than with other air-
lines. Care can only be accomplished in
the encounter between staff and cus-
tomers. It is essential that front-line staff
be given more authority in the system –
not only to provide individual service and
personal care – but also in the final
analysis to give more power to the pas-
sengers.

Empowering passengers
A well designed high-quality product
for the frequent traveler

Product
Airline services
to, from, within
Scandinavia

Offering
One of the world’s best
global traffic systems
and loyalty programs

Brand Character
Simplicity, Individual choice and Personal well-being

Values
Cares
is Reliable
is Progressive
is Businesslike

Personality
Equality
Modesty
Rationality
Consideration
Reliability
Honesty

Vision
All Scandinavians
should be proud of
their airline

It’s My Airline

The Mission
To support and stimulate
Scandinavian culture and
business life by making the
world and Scandinavia more
accessible

WHERE FROM AND WHERE TO?

Keywords for SAS’s development.
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Deregulation of the air transport market
in Europe will be completed on April 1,
1997, when throughout the EEA (EU
plus Norway and Iceland) EEA compa-
nies will be free to operate domestic air
services as well. Air traffic between
Scandinavia and the U.S. has been
deregulated since 1995 under an Open
Skies Agreement. International air
transport is otherwise controlled
through bilateral agreements, where the
status of national carrier remains highly
significant.

FAVORABLE BUT UNEVEN 

MARKET GROWTH

Both in a global and Scandinavian per-
spective, growth in air transport ser-
vices continues to outpace the economy
as a whole. Leisure travel is increasing
more than business travel. 

In 1996 traffic in Europe increased
by a total of 6.1% (8.3%). Growth for
SAS’s European services was 6.9%
(4.7%). Traffic on the route sectors in
which SAS operates, however, increased
more than average European traffic and
SAS’s traffic. This meant that SAS lost
market shares on services to and from
Scandinavia. This trend was especially
noticeable in the second half when com-
petitors increased their production in
Scandinavia considerably. 

The European airlines increased
their total intercontinental traffic by
8.1% (7.6%) while the increase for SAS
was 5.5% (1.8%).

The downturn in the Swedish domes-
tic market in recent years was reversed
in 1996 and SAS had more or less the
same traffic and market share as in the
previous year. Norwegian domestic ser-
vices, on the other hand, had a dynamic
year with growth of approximately 10%.
SAS increased its production by 13%
and market share rose to 41.3%
(40.4%). In the Danish domestic mar-
ket, SAS lost market share, 51.4%
(57.3%), in the face of intensified com-
petition.

TOUGHER COMPETITION

In 1996, competition in the Scandina-
vian market intensified. Eight new com-
petitors started services in or to SAS’s
home market, and the major European
rivals increased their production in
Scandinavia to a far greater extent than
SAS. This increased competition led to
considerable pressure on fares and
SAS’s yield stagnated for the first time
in three years. 

What is known as the capital trian-
gle, traffic between Copenhagen-Stock-
holm-Oslo, also started to be exposed to
tough competition. Braathens SAFE
opened an Oslo-Stockholm route in
November 1996 with seven daily depar-
tures and an aggressive fare structure.
At the end of 1996, Braathens SAFE
accounted for 30% of production (avail-
able seats) on the route, but with a mar-
ket share (sold seats) that was consider-
ably lower.

SAS’s policy is to compete with both
proactive fare structures and attractive
bonus offers, and with product improve-
ments. To meet the competition on the
Oslo-Stockholm route, SAS launched an
entirely new product, SAS Express (see
page 65), a prototype for SAS’s short-
haul flights or shuttle services. SAS
Express has 15 daily departures.

In the Scandinavian home market
and services to it, SAS’s high frequen-
cies are a major advantage.

INCREASED 

FARE PRESSURE

In spite of overcapacity in the industry,
competition over fares increased in
1996. The year began with aggressive
price moves from the major players on
North Atlantic routes, which SAS has
largely matched.

British budget operators have also
entered the competitive arena in Scandi-
navia. Virgin Express has operated a
twice daily service between Brussels and
Copenhagen since autumn 1996.
Debonair started flying London-Copen-
hagen and Copenhagen-Munich in the
autumn. The main breakthrough for
these new operators has been in the
tourist class segment.

Nordic European opened a service
between Stockholm and Brussels in
autumn 1996, although this had closed
by year-end.

Competitive pressure will intensify
further in 1997 with new competitors on

Significant rise in 
competitive pressure
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many routes. For example, Maersk and
Finnair have announced their intention
to start operating between Copenhagen
and Stockholm with four daily depar-
tures beginning on April 28.

ALLIANCES 

AND FRANCHISES 

The global air transport industry con-
tinues to restructure by forming
alliances, usually between European,
North American and Asian carriers. 

Two of the world’s largest and most
successful airlines, American Airlines
and British Airways, have agreed to
start a strategic alliance beginning in the
second half of 1997, but are still waiting
for official approval.

SAS belongs to what is currently the
world’s most extensive airline alliance
with Lufthansa, United Airlines and Thai
Airways International. In the autumn,
SAS signed a letter of intent regarding an
alliance with Air Canada as well.

At the end of 1996, SAS, Lufthansa
and United Airlines obtained the Ameri-
can authorities’ permission to cooperate
more closely, an antitrust immunity.
This means the companies can now oper-
ate joint routes and coordinate capacity,
fares and marketing.

The airline industry has also started
to use franchising in order to obtain
traffic programs with the widest possible
coverage at the lowest possible cost.
Sunair’s former operations are now
operated in the Danish domestic market
under the name British Airways Express
in a franchise arrangement. SAS has met
this competition with extended coopera-
tion with Cimber Air, including new
routes to Aalborg and Aarhus. 

HEAVY STATE SUBSIDIES 

CONTINUE IN MANY COUNTRIES

A number of airlines within the EU still
received state support in 1996. Thus far
into the 1990s more than USD 11 billion
has been granted in government support.
State subsidies will be paid to Air France,
Iberia, Olympic Airways, and TAP-Air
Portugal in 1997. In addition, support
for Alitalia is currently being examined

UNDERSTANDING THE DOCUMENTS

Travel includes a number of transactions

where documents and “receipts” are

exchanged at different stations so that

the trip can continue. These documents

undergo a number of transformations

which are not always easy to under-

stand.

The ticket is exchanged for a board-

ing card. Parts of the ticket are torn off

and placed in the pocket of the boarding

card, others remain in the folder. Did I

get two boarding cards – one for the

immediate flight and a transit card for

the next one? What happened to the

baggage receipt? Is the ticket really

still tucked into the boarding card, or

did it fall out when the boarding card

was being stamped in the duty free

shop? Really, that wasn’t the boarding

card, it was the receipt on the ticket.

What do they tear off and what do I

have left? Didn’t they just tear off the

bit with the baggage receipt attached to

it? What can I throw away and when?

Imagine if there was a simpler, per-

haps even ticket-free, way to travel!

by the EU Commission.
Due to the distorting effect subsidies

have on competition, SAS is an active
participant in various forums trying

either to prevent this support or impose
conditions which mitigate its impact.
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Competitive pressure has increased in
SAS’s markets and this trend will con-
tinue. As market leader in Scandinavia,
SAS welcomes free competition. It
favors SAS which is forced to improve
its performance to the benefit of both
customers and shareholders.

A strong position in the home market
and traffic to and from that market is
the foundation of SAS’s existence. SAS
will do its utmost to defend and develop
its central market positions. SAS is
financially strong and this provides the
necessary endurance and flexibility for
selective efforts to meet new competitive
situations.

In 1996 SAS started a broad-based
and aggressive program that includes
intense competition in the world’s most
extensive global alliance, a joint venture
with Lufthansa covering services
between Scandinavia and Germany,
ongoing enlargement of the bonus pro-
gram, the already started renewal of the
fleet, the launch of a number of new
products and concepts, and prepara-
tions for even greater changes.

SAS has also dealt selectively with
price moves in different markets and
market segments, and with new competi-
tion, using both proactive pricing and
new products.

PRICING POLICY

Price transparency is considerable in
today’s market. SAS must have a struc-
ture that meets market requirements,

gives the user good value, reflects differ-
ences in value between various products,
and optimizes SAS’s profitability in a
highly competitive market.

SAS works primarily with proactive
pricing, which means taking the initiative
and changing fare competition, rather
than imitating competitors. 

SAS will be simplifying and clarifying
its fare structure, and creating new com-
petitive products at different levels where
price plays a central role.

Continued simplification of distribu-
tion and the use of new media and
automation in reservations, ticketing,
check-in and some service elements, are a
key to new products and fares offering
high value for money.

ADDITIONAL FOCUS 

ON LEISURE

Business travelers have been SAS’s main
target group since 1981 and the compa-
ny’s development must primarily reflect
changes in their requirements.

In the 1990s, however, the leisure
travel market has experienced higher
growth than the business travel market,
and this trend is expected to continue.
The priority given by SAS to the busi-
ness segment has led to lost market
shares in tourist traffic in the 1990s.
Today this is an area with attractive
growth potential.

The leisure travel market is elastic in
terms of fares, and volume can be
dimensioned to meet cyclical downturns

in the business segment. SAS will focus
on the leisure travel market in 1997, in
order to sell empty seats, broaden the
customer base, and offer business trav-
elers a better leisure travel product. In
addition to general products such as
Jackpot, specific segments in the leisure
market will be cultivated with new travel
products with different levels of value
added.

These new leisure products will be
flexible and based on actively offering
empty seats. From an economic view-
point, the intention is to raise capacity
utilization to destinations and on depar-
tures where there is scope for this.

ASSERTIVE CUSTOMER-DRIVEN 

PRODUCT DEVELOPMENT

SAS intends to acquire and retain an
advantage in terms of the actual air
transport product. This will be based on
ongoing renewal of various products and
services.

Product development is customer-
driven and the new products must give the
customer added value, at the same time as
restructuring reduces SAS’s costs. 

Using prototypes, i.e. trying out and
refining new concepts on a smaller scale
prior to full-scale launching, is part of
SAS’s new product development philoso-
phy. SAS Express, which was launched
on the Oslo-Stockholm route at the end
of the year, and is a very large and com-
plicated project, can be regarded as a
strategic prototype in terms of product

SAS has launched its 
new offensive
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and process. The time between decision
and inauguration was only four months.
This shows that SAS can act fast.

RATIONALIZED 

DISTRIBUTION

SAS is now gradually introducing a new
distribution strategy designed to simplify
the entire reservations and ticketing
process for the customer, while giving
SAS lower distribution costs. Eventual-
ly, this will also benefit the customer in
the form of lower fares than would oth-
erwise have been possible.

The trend towards increased automa-
tion of ticket handling is now moving fast
throughout the industry, and SAS was
the first airline in Europe to introduce
ticketless travel. Here a card, SAS Travel-
Pass, replaces the traditional ticket.
Ticketless travel has many advantages. It
is simple and flexible for the customer. A
number of trips are purchased which
provides a discount. Reservations are
made in new media such as voice
response and online through a PC. All

AND NOW WHAT?

Often it is not obvious what will happen

next. And it is easy to become disori-

ented. Where does my plane leave

from? Have they changed the gate?

What was my flight number, anyway? Is

the plane delayed? For how long?

There is a considerable need for infor-

mation and guidance.

Imagine if the entire system could

become transparent, so that passen-

gers could obtain an overall picture

and always understand what is happen-

ing and what they should do next.

processing takes place in computer sys-
tems instead of on paper. Card readers
are used at check-in and gates.

Automation has started in other
areas as well. The first external check-in
machine was installed at Ericsson Radio
Systems in Kista outside Stockholm dur-
ing the year.

In the second half of 1997, SAS will
launch the E ticket, an individual elec-
tronic ticket. It can be used throughout
SAS’s partnership system and in the
future will also be valid for other 
airlines.

In 1997 it will also be possible to buy
and reserve SAS tickets via the Internet.

Starting in September 1997, SAS is
changing its remuneration to agents for
domestic and intra-Scandinavian travel,
where commissions to travel agents will
be reduced from 8% and 9% respective-
ly to 5% of the price of the ticket.

This reflects basic changes in the
division of effort between the traveler,
the airline and the agents. The work of
the travel agents has been reduced

through simpler reservation routines,
increased automation and customers’
desire to make their own reservations.
This applies primarily to the simpler
trips, domestic and intra-Scandinavian.

SAS’s principle is to pay for work
carried out. The agent has to make more
effort for travel outside Scandinavia.
Here the old commission rates will
remain unchanged. SAS also pays 9% on
all transfer traffic, for the whole dis-
tance on a Luleå-Stockholm-London
ticket, for example.

Of the total volume of SAS tickets in
1996, 80% were sold by agents. This
proportion was lower for intra-Scandi-
navian and domestic tickets. Although
agents’ shares are expected to gradually
decrease, since more and more reserva-
tions are being made by customers them-
selves, the travel agents will continue to
be SAS’s most important distribution
channel.

SAS’s alliance partner Lufthansa has
introduced a similar system for agents,
and similar changes have been carried
out in the Netherlands and the U.S.

HOTEL COOPERATION

Being able to offer customers a good hotel
product attached to the trip is a key com-
petitive tool. SAS Radisson Hotels, which
is Europe’s fastest growing first-class
hotel chain and now has 80 hotels in 23
countries, forms the foundation of SAS’s
hotel offering. SAS also cooperates with
more than 200 other hotels worldwide.

In 1996, SAS arranged more than
150,000 hotel nights for its passengers.
SAS can offer EuroClass passengers spe-
cial rates at 130 hotels and tourist class
passengers can obtain favorable rates at
155 hotels.

At 25 hotels SAS passengers can
check-in at the hotel lobby using the SAS
Airline Check-in service.

A number of Fly SAS/Stay SAS cam-
paigns were conducted, to and from
Scandinavia in 1996. These offered free
hotel stays to SAS EuroClass passengers.
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The global air transport industry is now
structured in a number of alliances.
These are designed to provide economies
of scale and synergies in the market 
and production, thus increasing compe-
titiveness.

In the short term it is a matter of
increasing revenues, among other things
through larger and more harmonized
traffic systems and strong programs for
frequent flyers. In the slightly longer
term, it is also about cost synergies from
cooperation in sales and production.

THE MOST EXTENSIVE 

PARTNERSHIP IN THE WORLD

In 1995, SAS and Lufthansa reached
agreement on extensive strategic cooper-
ation. This cooperation started at the
beginning of 1996. In addition to its 
traditional components, the agreement
includes a substantial structural ele-
ment, a joint venture for all traffic
between the two companies’ home 
markets.

SAS also reached agreements on
alliances with United Airlines and THAI
in 1995. These came into force in the
first half of 1996. In addition, a letter of
intent was signed concerning an alliance
with Air Canada. This cooperation will
take effect during the first half of 1997.

SAS, Lufthansa, United and THAI
have now joined together in what is at 
present the largest and closest global
constellation in the market, with a total 
of nearly 150 million passengers in 1996

and 535 destinations (net, i.e. not count-
ed twice) in the system.

In its first year this cooperation has
included a large number of flights under
common flight numbers, carried out by
either company (code-shares) and grad-
ual integration of loyalty programs.
Starting in 1996, SAS EuroBonus mem-
bers could also earn and redeem points
in programs offered by Lufthansa, Unit-
ed Airlines and THAI.

Access to each other’s lounges is also
part of this arrangement. EuroClass
passengers have access to Lufthansa’s
Frequent Traveler Lounges, United Air-
line’s Red Carpet Lounges and THAI’s
Royal Executive Class Lounges. A SAS
EuroBonus RVC Gold Card and a valid
ticket also provides access to United’s
Red Carpet Lounges, Lufthansa’s Sena-
tor Lounges, and THAI’s Royal First-
Class Lounges.

The four carriers also have a number
of alliances outside the joint structure,

SAS with jointly owned British Midland,
Spanair and AirBaltic, as well as with
Icelandair and Varig. In the local Scan-
dinavian market, SAS cooperates with
Cimber Air of Denmark, Norwegian
Widerøe and Swedish Skyways.

Air New Zealand and Qantas also
participate in SAS EuroBonus.

ALLIANCES ALREADY 

BEARING FRUIT

For SAS the partnership with Lufthansa
forms the core of this alliance system,
extensive cooperation without joint own-
ership and with no loss of identity.

Since the beginning of 1996, SAS and
Lufthansa have conducted joint air
transport operations between Scandi-
navia and Germany, a market totaling
some 2 million passengers. All traffic
from Germany is handled by
Lufthansa’s station organization, and all
traffic from Scandinavia is handled by
SAS. This joint operation has been high-

The year of alliances

SAS’s Partners
All information below pertains to air transport operations under own trade name.

1996 SAS Lufthansa United THAI Air
Airlines Canada

Number of destinations/countries 104/34 243/89 139/30 75/36 73/20

Number of passengers (000s) 19,828 31,760 81,639 14,300 12,600

Production (million ASK) 30,646 88,453 269,760 42,099 48,700

No. of employees 21,348 25,000 85,936 22,136 19,900

Number of aircraft in operation 161 220 564 73 139

Operating revenue (USD million) 5,000 9,850 16,400 3,000 3,800
1Preliminary figure.

1 1
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ly successful. SAS/Lufthansa captured
market shares during the year and joint
traffic increased more than 10%. Sur-
veys show that customers are also very
satisfied with the joint product.

Otherwise, the alliance with Lufthansa
resulted in a large number of code-
shares during the year, as well as coordi-
nation of timetables and procedures. All
designed so that travelers feel the same
airline carried out the entire trip. The
bonus programs have been integrated so
that SAS EuroBonus customers can earn
and redeem points when they travel with
Lufthansa. The airlines’ lounges now
welcome each other’s customers. Fur-
thermore, the companies’ fare structure
within the EU has been harmonized.

In 1997, SAS and Lufthansa will
launch “mixed awards,” which will allow
passengers to take an outward bonus
flight with one company and return with
the other.

The impact on SAS’s earnings of the
alliance with Lufthansa can be estimated
at more than MSEK 100 in 1996, mainly
in the form of additional revenues.

The cooperation with United Airlines,
the largest carrier in the U.S., started in
April 1996 with code-shares and full inte-
gration of bonus programs. Even in 1996,
this cooperation gave SAS a greater
inflow of traffic over the Atlantic than the
earlier cooperation with Continental Air-
lines. SAS’s services to Chicago, United
Airline’s main hub, showed very strong
growth during the year.

The new cooperation with THAI,
which started in May 1996, represents the
revival of a very old alliance. SAS took
part in the company’s formation in 1958,
and was a joint owner until 1977. This
new cooperation includes code shares and
loyalty program integration. SAS and
THAI now have daily flights to Bangkok
from Copenhagen and Stockholm, operat-
ed alternately by each company.

INTENSIFIED COOPERATION

The cooperation between SAS, Lufthansa,
United Airlines and THAI has been
intensified still further in 1997. The
intention is that continued cooperation,

also including Air Canada, will result in a
more distinct joint presence at marketing
and sales levels. Plans also include ongo-
ing integration of production, where
there are considerable economies of scale
to be won, as well as increased customer
satisfaction in the form of integrated traf-
fic and bonus programs.

The intention is not, on the other
hand, to harmonize the products com-
pletely. The airlines will retain their spe-
cial characteristics, while shared ele-
ments will be built in, in terms of proce-
dures, standards of comfort, service level
in the lounges, compensation for down-
grading, special meals, etc.

People adapt to the various environments

encountered during a trip, but they also try

to adapt these environments to suit them.

Many people try to create their own

space in which to work, rest or read while

they are waiting. They mark their territory

by laying out a piece of clothing, hand bag-

gage, etc., on the chairs around them.

Added to that, the airport surroundings

are for the most part inharmonious and

contradictory. Lots of hurry and stress

combined with a lot of waiting around.

There are many ordinary rules of beha-

vior that have to be broken on a trip. Slee-

ping in public with our clothes on is not

something most of us normally do, but parti-

cularly on long journeys it can be essential

to try to have a nap in a chair somewhere.

Imagine if there was greater flexibility

so that the traveler could find it easier to

organize these things without any loss of

dignity.

MAKING YOUR OWN SPACE
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SAS served 142 destinations at the end of
1996, 104 of them operated by SAS itself.
Services to other destinations take the
form of code-shares with one of SAS’s
partners.  

SAS DESTINATIONS INCL. 

CODE-SHARES

Operator

For SAS LH UA TG Others Net*

SAS 104 35 11 1 16 142

Partner 35** 
* excluding destinations also served by SAS with
its own aircraft.

** (of 104)

Integration of traffic systems in the four-
way partnership – SAS, Lufthansa, Unit-
ed Airlines and THAI – made consider-
able progress in the very first year. SAS
operated 35 code-share routes for its
partners at the end of the year, while
they operated 47 code-share routes for
SAS. The total number of destinations
(net) in the group of four partners was
535 at year-end.

Other SAS partners during 1996 were
jointly owned British Midland, Spanair
and AirBaltic, as well as Varig and Ice-
landair.

With all its partners SAS can offer 
553 destinations. Never before has SAS
been able to offer such a powerful traffic
system.

In 1996 SAS added six new destina-
tions to its program: Bologna, Minsk,
Newcastle, Arkhangelsk, Edinburgh and
Lisbon. Services to Turin were suspended.

In 1996, SAS strengthened its
position in its neighboring
market, Northern 

and Northeast Europe.
Production on key North-
ern European destinations
such as Brussels, Paris and
Amsterdam increased. A
strong position in the home mar-
ket and effective passenger take-up
in the immediate area is the most valu-
able dowry an airline can bring to an
alliance. The establishment of AirBaltic,
in which SAS has a 28.5% stake, is also
relevant here. In order to ensure effec-
tive passenger take-up in the traffic sys-
tem, SAS is also intensifying cooperation
with local partners, with Cimber Air in
Denmark, Widerøe in Norway and Sky-
ways in Sweden.

CONTINUED FOCUS 

ON NEIGHBORING MARKET

Ahead of 1997, SAS has reviewed its own
traffic program and re-allocated some
resources during the year. Six destina-
tions will be suspended: Minsk and New-
castle, where the passenger base has

SAS’s strongest-ever 
traffic program
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failed to meet expectations, and Osaka,
which has been served from both Copen-
hagen and Stockholm but whose traffic
base weakened after the earthquake in
Japan. Services to Lyons and Athens will
also be suspended, as well as the Copen-
hagen-Borlänge route. The suspended
routes correspond to 2% of production
and some of the freed capacity will be
redistributed. SAS’s total production for
the year is expected to rise by 3%.

The focus on the neighboring market

continues. Above all, SAS will increase its
production in Finland, a market where
the airline is experiencing strong growth.
Oulu will become a new destination with
two daily departures from Stockholm,
while the number of flights to Tampere,
Vaasa and Turku will be doubled. Several
of these destinations will be served 
by smaller aircraft, mainly the new 
Saab 2000. These airplanes will also be
used on Swedish domestic routes when
capacity utilization is low.

SAS is also opening Stettin as a new
destination, as part of the development of
the Baltic Hub strategy.

At the beginning of 1997, SAS also
started services to Billund on Jutland,
Denmark. Billund’s airport has become a
secondary hub for Danish and northern
German routes.

Other new routes in 1997 include
Copenhagen-Trondheim and Copen-
hagen-Tromsø, the latter only in the sum-
mer months.
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The strategic importance of airlines’
bonus and loyalty programs is clearly vis-
ible in the face of increased deregulation
and rising competition. Today there is no
doubt that bonus programs help to create
preferences for and loyalty to specific air-
lines and/or alliances. Surveys, both
international and those carried out by
SAS, show that more than 80% of fre-
quent travelers who belong to a bonus
system are influenced in their choice of
airline.

SAS EuroBonus is therefore of decisive
importance for sustained profitability at
SAS. This applies in both the short and
the long term. When SAS experienced
problems with quality in the winter of
95/96, the bonus system played an essen-
tial role in maintaining traffic volumes.

The overriding strategy for SAS
EuroBonus is to establish long-term prof-
itable relationships with frequent travel-
ers by paying them special attention and
rewarding them.

CONTINUED HIGH GROWTH

In December 1996, the number of SAS
EuroBonus members was more than 1
million, which represents an increase of
29% over the previous year. These mem-
bers accounted for approximately 50% of
SAS’s total passenger revenues, and 75%
of these, in turn, were attributable to the
25% most frequent travelers. The num-
ber of members in Denmark totaled
174,000, in Norway 283,000, and in Swe-
den 236,000. 5% of SAS EuroBonus

members are RVC Gold members and
approximately 15% are Silver members.

DEVELOPMENT 

OF THE PROGRAM

In 1996 development of SAS EuroBonus
focused on exposing the advantages of the
traffic system SAS is establishing with its
alliance partners, and increasing the ben-
efits to the most frequent travelers. In
addition, the program was made more
accessible through the establishment of
new channels for dialog with members.

SAS’s alliance partners THAI and
United Airlines have been included in the
program. In addition, cooperation with
Lufthansa was developed by points
earned on flights between Scandinavia
and Germany being counted for qualifi-
cation towards membership of
EuroBonus Silver or RVC Gold. This
means that SAS EuroBonus, together
with its partners, offers a worldwide traf-
fic system in which points can be earned
and redeemed. A total of eight airline
partners are now included in the pro-
gram. SAS participates in its partners’
bonus programs in a similar manner. A
natural next step in 1997 will be to har-
monize the benefits between the different
bonus programs so that Gold members
have access to more benefits within the
alliance.

SAS will work to strengthen its rela-
tionship with Silver and RVC Gold mem-
bers. Further development of SAS’s cus-
tomer database will make essential cus-

tomer information available to key func-
tions in the front line, such as check-in
and gate. In this way the offering to the
most valuable customers can be extended
even more to include services outside the
bonus program which make travel easier.
From a marketing viewpoint the customer
database will also make it possible to tar-
get SAS’s marketing communications to an
even greater extent than today.

GREATER AVAILABILITY, 

NEW MEDIA

In order to raise availability and the level
of service provided to members, SAS
EuroBonus has made selected services
available via the Internet. This service will
be extended still further in 1997, to include
statements, own-reservations and confir-
mations. In the longer term technologies
such as the Internet also offer unique,
cost-effective opportunities to carry on a
highly target-oriented dialog with the cus-
tomer, and to offer services such as own-
reservations and electronic payment. The
Internet gives the customer availability
around-the clock, 365 days a year.

In order to further strengthen and
individually adapt the dialog with the
customer, in 1996 SAS EuroBonus also
launched an enhanced statement that
offers individual communication with
SAS. This channel will be further refined
in 1997.

RECOGNITION AND AWARDS

Ratings from customers have been high

Over one million 
members
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in various surveys. In December 1996
SAS EuroBonus received the Best Inter-
national Frequent Flyer Program of the
Year award, which can be said to be the
Oscar of the bonus programs. The
award is issued by the American maga-
zine Inside Flyer. Nominations are made
by members of various bonus programs
voting for different programs. In a sup-
plementary award SAS EuroBonus
received a prize for best customer maga-
zine, best customer service, best elite
level (RVC Gold) and best Internet page.

CHANGED TAX RULES

IN SWEDEN

The Swedish Parliament decided to
abolish the tax exemption on so-called

DIFFERENT NEEDS

People are different and have different

needs in different situations. In spite of

this, everyone is expected to behave

identically in environments that have to

cater for everything and everybody.

In actual fact a number of different

activities take place in parallel during

the trip, often in total conflict with each

other. Someone is trying to sleep, while

the person alongside is attempting to

keep in touch with the outside world via

the telephone. Someone else is trying

to work, while a neighbor is trying to

keep a fretful baby happy. 

Imagine if the various environments

encountered on the trip could be

designed with greater variation to suit

different needs.

“loyalty discounts” starting January 1,
1997. This decision is intended to pre-
vent an employee from receiving a tax
exempt private benefit in the form of a
bonus earned on goods or services for
which the employer has paid.

The new tax rules apply to all forms
of bonus program and application will
be the same regardless of which program
the customer belongs to. Parliament has
also decided that the employer must sub-
mit a statement to the tax authorities
and pay payroll tax on this type of bene-
fit. The employee is obliged to give the
employer written details of any bonuses
earned.

As a supplier of bonus services, SAS
is not obliged to submit any information.


