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Abstract 

In what ways do companies within an industry converge? We address this by combining theory 

on competitive strategy and supply chain strategy to understand how companies can be 

differentiated in these dimensions. As competitive strategies are affected by internal and 

external factors, these affect strategy design and resource management of a company in order 

to remain competitive. Convergence occurs when an industry matures, and several regulatory 

or non-regulatory norms arise that firms move toward and, in the process, become more similar. 

Through developing a framework that addresses intra-industry convergence and taking the case 

of the European airline industry, we aim to demonstrate the application of using competitive 

strategy and supply chain strategy analyses to analyze and evaluate intra-industry convergence 

through a standardized model. 

 

Key terms 

Convergence, intra-industry convergence, airlines, competitive strategy, supply chain strategy. 

  



iii 

 

Table of Contents 

1 Introduction .....................................................................................................................1 

 Market development and strategic convergence ........................................................1 

 General competitive strategy and supply chain strategy ............................................3 

 Purpose ....................................................................................................................4 

 Problem statement ....................................................................................................5 

 Research question ..............................................................................................5 

 Outline .....................................................................................................................5 

2 Literature review .............................................................................................................6 

 Industry convergence................................................................................................6 

 Analyzing intra-industry convergence ...............................................................8 

 Strategic management and industry convergence ......................................................9 

 Competitive strategy and its relation to intra-industry convergence ...................9 

 Market forces ........................................................................................... 10 

 Generic competitive strategies .................................................................. 11 

 Business imitation, similarity and how this can lead to a converging industry .. 12 

 Supply chain strategy ............................................................................................. 17 

 The approach to supply chain strategy based on market, products and services 

characteristics. ............................................................................................................... 19 

 Service supply chain strategy........................................................................... 23 

 A framework to analyze and evaluate intra-industry convergence ........................... 25 

3 Methods ........................................................................................................................ 27 

 Research approach .................................................................................................. 27 

 Thematic analysis approach .................................................................................... 28 

 Research strategy.................................................................................................... 29 

 Single embedded case study ............................................................................ 29 



iv 

 

 Case criteria .................................................................................................... 29 

 Case: European airline industry ................................................................. 30 

 Four European airlines .................................................................................... 31 

 Airline overview ...................................................................................... 32 

 Data collection ................................................................................................ 33 

 Data analysis ................................................................................................... 34 

 Quality Criteria....................................................................................................... 35 

 Credibility ....................................................................................................... 36 

 Transferability ................................................................................................. 36 

 Dependability .................................................................................................. 37 

 Confirmability ................................................................................................. 37 

 Ethics ..................................................................................................................... 37 

4 Intra-industry analysis of converging and differentiating characteristics of European 

airlines.................................................................................................................................. 39 

 The airline industry ................................................................................................ 39 

 Competitive strategy analysis ................................................................................. 42 

 Strategic vision, mission and objectives ........................................................... 42 

 Resource allocation ......................................................................................... 42 

 Core competence ............................................................................................. 43 

 Corporate and business strategy ....................................................................... 44 

 Strategic highlights .......................................................................................... 45 

 Service Supply Chain Strategy ............................................................................... 48 

 Capacity and resource management ................................................................. 49 

 Fleet management .................................................................................... 49 

 Aircrew management ............................................................................... 51 

 Summary of capacity and resource management ....................................... 52 



v 

 

 Demand management ...................................................................................... 53 

 Geographical scope and route ................................................................... 54 

 Flight Scheduling & flight frequency ........................................................ 55 

 Summary of demand management ............................................................ 55 

 Supplier relationship management ................................................................... 56 

 Alliance .................................................................................................... 56 

 Airport ..................................................................................................... 56 

 Other suppliers ......................................................................................... 57 

 Summary of supplier relationship management ........................................ 57 

 Customer relationship management ................................................................. 58 

 Summarize of customer relationship management .................................... 59 

 Service delivery management .......................................................................... 59 

 Operation process: .................................................................................... 59 

 Ancillary service ...................................................................................... 62 

 Summary of service delivery management ............................................... 64 

 Order process management & Information and technology management ......... 64 

 Summary of order process & information technology management. ......... 66 

5 Conclusion .................................................................................................................... 67 

References ............................................................................................................................ 73 

Appendixes .......................................................................................................................... 80 

Appendix 1 – Example of table for collecting and coding Competitive Strategy data ........ 80 

Appendix 2 – Example of table for collecting and coding Supply Chain Strategy data ...... 87 

 



1 

 

1  Introduction 

 Market development and strategic convergence 

For the last two decades, many industries have changed significantly causing companies to 

reassess and redefine their positions. Factors like deregulation, globalization, harmonization, 

technological development and excess capacity have affected many industries and their 

participants (Prahalad & Hamel 1994). To adapt to changing environments, companies 

structurally change and develop their strategies while fending off both old and new competition 

Bettis & Hitt (1995). One aspect of these changing industries is the blurring lines of intra- and 

interindustry competition meaning that industries or firms originally separated and 

differentiated, start to compete more directly. This phenomenon is described within literature 

as convergence and has attracted increased attention from scholars (Greenstein and Khanna, 

1997). As convergence is a recurring theme in this thesis, it is important to present a clear 

definition of this phenomenon. Oxford dictionary defines convergence as: “the process of 

moving together from different directions and meeting; the point where this happens”. Industry 

convergence is when strategies, value propositions and technologies meet in either separate 

(inter) industries or within (intra) a certain industry (Bröring, S., & Leker, J. 2007). Additional 

views on convergence consist of the fusion of demand structures and the combination of 

differentiated services and products into a hybrid (Pennings & Puranam, 2001; Sääksjärvi, 

2004). If an industry is in a state of convergence, like the computer, cosmetics, 

telecommunications and airline industry, its participants face additional competition and 

challenges to remain strategically competitive. 

A factor surrounding convergence is that of path-dependency. Path-dependency occurs because 

company specific competencies and capabilities cumulate over time following specific 

trajectories (Leonard-Barton, 1992; Helfat, 1994; Bettis & Hitt, 1995; Teece, Pisano & Shuen, 

1997). It is essentially difficult for firms to identify potential innovations or find optimal ways 

to differentiate themselves in a converging industry, due to these specific trajectories. As firms 

become invested in a certain direction, it is difficult to react or assimilate effectively in a 

converging scenario. This problem of identifying convergence remains an issue within 

literature and for managers.  
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Academic literature concerning convergence is fragmented and tends to focus on IT, media and 

technology driven industries (Lei, 2000; Stieglitz, 2003). What becomes evident from these 

streams of literature is that technological development and R&D is often seen as a driver for 

convergence while the business model, strategy and company channels receive limited focus. 

An example of industries converging is “bancassurance” where banks include insurance in their 

service portfolio (Bergendahl, G. 1995) or that of the “nutraceuticals” where the lines blur 

between nutrition and pharmaceutical companies (Bröring, S., Martin Cloutier, L., & Leker, J. 

2006). While these are examples of inter-industry convergence, intra-industry convergence is a 

topic that has seen more focused research, especially within the technology sector. An example 

of intra-industry competition is the airline industry (Daft, J., & Albers, S. 2013) and the 

handheld computer market (Stieglitz, N. 2003) where companies are driven to an industry norm 

based on regulation or customer expectations. From examining bodies of literature covering 

both broader inter-industry convergence and specific intra-industry convergence, is that 

strategic management is a recurring factor. Strategy finds is place here since that in order to 

maintain a competitive advantage, a firm needs to efficiently and effectively leverage 

idiosyncratic resources and capabilities to achieve superior performance (Grant 2010). Business 

strategies are thus dependent on available resources and capabilities relative to others. As 

industries mature and are affected by external factors, they can drive toward a certain 

mainstream “optimal” norm (Lieberman and Asaba, 2006). This drive towards an optimal norm 

is deemed to be the phenomenon convergence itself, with different internal and external causes 

related to industries and firms driving it. From examining intra-industry related literature that 

attempts to identify, measure or evaluate convergence, it becomes evident that this research is 

highly industry specific. This means that a framework developed around industry A cannot 

directly be applied to industry B indicating a lack of consensus amongst scholars on a unified 

convergence measurement or analysis model regarding convergence of different within a single 

industry. Therefore, this thesis attempts to propose the usage of a standardized and more 

universally applicable model to measure convergence between firms inside a specific industry 

and to demonstrate its use. The question of why to measure or analyze convergence remains. 

Prahalad, C. K., & Hamel, G. (2006) provide a reason that is grounded in fundamental theory 

in the field of competitive strategies and concerns that a firm must be able to effectively 

differentiate itself. Convergence inherently is a force that goes against differentiation as it 

increases industry similarity. When convergence can be analyzed, it can assist in identifying 
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the direction core competencies should redirect toward, away from the norm the industry is 

converging at. 

In order to better understand and measure intra-industry convergence, careful selection of 

company aspects to be compared must be considered. While this thesis will essentially not 

deviate from the strategic view, another dimension can be considered if the bridge between 

strategy and a specific corporate scenario is to be closed. This dimension must add value 

through offering an additional corporate layer to compare while facilitating a broader use across 

industry contexts. Within strategic management, resource management is a key pillar. Porter 

(1985) and Grant (2013) indicate that a firm’s competitiveness relies on its ability to steer and 

use its resources and capabilities. Supply chain management is a field that supplements 

competitive strategy by answering what resources there are in relation to business strategy 

(Drzymalski 2012). It is often seen within literature that supply chains compete instead of only 

business strategies. A convergence framework can be derived from taking the competitive 

strategy view, which holds the business reasoning, and the supply chain view, which explains 

resource management. 

 General competitive strategy and supply chain strategy 

General business strategy is closely related to and reflected by supply chain strategy at a 

management level and by supply chain and logistics practices at an operational level. Strategic 

supply chain management create value for shareholders by aligning supply chain strategy and 

business strategy (Gattorna & Jones,1998).  Decision making at the boardroom with the core 

driven by supply chain management, and uniting corporate and supply chain goals are driven 

factors of boosted profitability and business growth.  

As companies try to differentiate and stay relevant in converging markets, there has been, over 

the last decade, recognition of a route to such differentiation and competitiveness through an 

effective supply chain strategy (Hilletofth, 2009; Qi, Zhao, & Sheu, 2011; Bovet & Martha, 

2000). One may even claim that “supply chains compete, not companies” (Christopher & 

Towill, 2002). In a standardizing market, driven by resource availability and common 

challenges, it can be interesting to look at diverse supply chain strategic approaches to 

differentiate and stay competitive in the harsh environment, where products and services 

become commodities. 
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Generally, supply chain strategy is market driven on a conundrum of agile and lean, a tradeoff 

between being responsive, flexible and being efficient, cost-effective. However, leanness and 

agility need not to be conflicting paradigms, and in contrast, they can complement each other 

(Christopher & Towill, 2002). The supply chain issue is not to be ‘lean versus agile’, but the 

inflexible nature of the two paradigms in relation to business processes in a hybrid supply chain 

model. The question is whether the progression drive to a one-fit-all hybrid efficient responsive 

supply chain, especially in standardized market, heading toward convergence. 

 Purpose 

The purpose of this thesis is to increase understanding of intra-industry convergence through a 

perspective that consolidates competitive strategy and supply chain strategy theory. To achieve 

this greater understanding, one objective is to develop a framework that consolidates 

competitive strategy and supply chain management components in order to evaluate and 

analyze convergence within an industry. Reasons for analyzing and understanding convergence 

include (Bröring, Leker 2007): 

• Anticipating and acknowledging industry trends that affect strategy and results. 

• Knowing how competitors behave within the industry and why imitation and similarity 

occur. 

• Evaluate own competitive strategy and its effectiveness relative to others.  

• Assisting in differentiation efforts or identifying opportunities for cost reduction. 

Bodies of literature that focus on intra-industry convergence tend to mold frameworks into 

something that measures convergence in one specific industry. The dominance of highly 

specific frameworks indicates that there is a lack of a standardized or a general model that 

facilitates the analysis of intra-industry convergence. A potential framework should facilitate 

an equal and efficient comparison of companies within an industry to evaluate how similar they 

have become over time. Based on these similarities, conclusions can be made to what degree 

and on what fronts firms have converged over a certain time period. In line with what Grant 

(2013) states in that how firms use idiosyncratic resources determines their performance relative 

to others, we attempt to maintain that resource-based view. Therefore, this thesis attempts to 

consolidate competitive strategy with a body of literature which focuses on resource 

management (supply chain management) in order to further examine how intra-industry 

convergence can be analyzed and evaluated.  
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 Problem statement 

Convergence is a phenomenon which has received limited attention in literature (Weaver, 

2007). Convergence literature focuses on either convergence within an industry or convergence 

between industries which is either highly specialized toward a single industry or on a high level 

between industries. Within intra-industry convergence, there is no standardized or 

contemporary framework that enables analysis between firms over time (Bröring, S., & Leker, 

J. 2007). Highly specific intra-industry convergence tends to analyze both business strategy and 

industry-specific operations, indicating that these are important factors that should be 

considered. Analyzing convergence is an important factor in determining the market position 

of a company relative to others over time (Billig, 2017). Identifying factors on which 

competitors have become more similar helps in differentiation efforts or otherwise 

acknowledging current norms in an industry (Lieberman and Asaba, 2006). It is therefore of 

added value to have a framework that helps to evaluate intra-industry convergence over time, 

from perspectives that capture strategic and resource-based reasoning. 

 Research question 

How and to what extend can similarity and differentiation be analyzed and evaluated in a 

converging industry through consolidating competitive strategy and supply chain strategy 

theory? 

 Outline 

This thesis follows the following structure. The first section gives background information 

regarding convergence. In the second section, we review the literature on (intra-)industry 

convergence, competitive strategy and supply chain strategy. We consolidate these theoretical 

streams in a theoretical framework which guides our analysis. In the third section, we go over 

the methods that help to gather and analyze data and accompanying implications. Section four 

will present our case analysis while the data that this analysis is based on, can be verified in the 

appendix. The theoretical framework is demonstrated in this section and the analysis is based 

on its components. The final section will deal with the conclusion and discussion, evaluating 

the analysis and framework demonstration. 
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2 Literature review 

This section covers the phenomenon of industry convergence including its aspects and 

consequences. As much of convergence is grounded in strategic management, connections to 

this field will be made. In order to add an additional dimension into understanding convergence, 

supply chain management theory will be targeted. Finally, we will consolidate elements of 

strategic management – in particular competitive strategy and supply chain management in a 

framework. This proposed framework is supposed to help gain a deeper understanding of 

convergence and how to analyze and evaluate convergence in an intra-industry case. 

 Industry convergence 

There seems to be a consensus about the definition of the convergence phenomenon amongst 

authors (Kim, Namil, Lee, Hyeokseong, Kim, Wonjoon, Lee, Hyunjong, & Suh, Jong Hwan. 

2015). As was stated in the introduction, Oxford dictionary defines convergence as: “the 

process of moving together from different directions and meeting; the point where this 

happens”. Key words from this definition can be seen as “process”, “moving together from 

different directions” and “the point where this happens”. Management literature defines 

industry convergence as when strategies, value propositions and technologies meet in either 

separate (inter) industries or within (intra) a certain industry Bröring, S., & Leker, J. (2007). 

One takeaway from this definition is that there are two available streams within convergence 

that can be focused on in the form of inter-industry and intra-industry convergence.  

There are a diverse range of causes and drivers that can lead to a converging industry that appear 

in convergence literature. A first set of causes relates to regulatory factors such as increased or 

decreased regulation, standardization, licensing, government funding or funding (Bally, 2005; 

Choi and Valikangas, 2001; Choi et al., 2007; Nystroem, 2007; Nystroem, 2008; Yoffie, 1997). 

Broering (2005) gives an example of how regulation can affect the food industry in regard to 

functional foods, conventional foods and pharmaceutical products. Should regulation change, 

these three industries could start competing more directly and cause inter-industry convergence 

as it becomes harder consumers to distinguish between functionalities. A second set of causes 

for convergence is identified to be customer behavior and changing market environments. 

Pennings and Puranam, (2001) describe a phenomenon of “one stop shopping” where customers 

wish to receive several services or product functionalities in one purchase. A third set of causes, 
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which also appears to have been covered the most in convergence literature is technological 

development. Technological change and diffusion have had a major convergence impact mainly 

in R&D and ICT industries through “generic technologies” (Bierly and Chakrabarti, 1999; 

Bierly and Chakrabarti, 2001). Generic technology can be applied to various products and 

services across different industry sectors, causing an intrusion into specialized industries. One 

example is that of airlines and travel agents, where airlines enable customers to book their 

flights directly through apps and websites causing the demise of a large portion of travel agents 

(Prahalad & Hamel 1994; Preschitschek, N., Niemann, H., Leker, J., & Moehrle, M. G. 2013).   

The three identified causes pertain mostly to macro-economic or socio-economic developments 

influencing industry development which forces firms to adjust their policies and strategies. 

From further examining literature, the effect of convergence on firms takes root in different 

perspectives. As stated before, the largest cluster of convergence literature is related to 

technology, ICT, media and entertainment sectors from an inter-industry perspective. Although 

there is a body of literature that covers convergence in general, it is still considered and 

emerging field, meaning the topic is relatively uncharted in terms of theoretical and empirical 

research (Walsh and Lodorfors, 2002; Pennings and Puranam, 2001; Stieglitz, 2003). In terms 

of intra-industry convergence, there is a larger body of literature across different academic 

disciplines that focuses on the development of one particular industry. Economics, geography 

and history, technology and entrepreneurship are fields that discuss industry life cycles and 

designs that can cover convergence. Regardless, it appears studies take an increasing stance on 

how firms react to the phenomenon of convergence by relating to strategic management. 

Existing literature can broadly be divided into several categories: 1) studies that use 

convergence as a context 2) literature that focuses on technology aspects of convergence and 

3) studies that cover the convergence phenomenon itself (Weaver, 2007).  

This thesis will align itself as part of the third category which attempts to further increase 

understanding of the convergence phenomenon form a strategic management perspective. 

While current literature on industry convergence is limited, there seems to be a consensus 

amongst strategic management authors on the characteristics and definition of the phenomenon. 

This makes for an efficient literature study but can also indicate a lack of criticism on the current 

paradigm of trying to understand and articulate convergence. Current shortcomings further 

express themselves in either highly specific nature of current convergence research of 

individual industries or a more general approach in trying to outline the phenomenon. The 
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number of settings, contexts and perspectives is limited allowing for a further enrichment of the 

theory. When considering the strategic management approach, it can be interpreted to be that 

this body of literature increases the understanding between firm behavior in relation to 

convergence. The problem is that most strategic management literature focuses on 

technological aspects while industry structures, strategy development and operational aspects 

receive less attention in relation to convergence. Therefore, there is a need to focus on these 

aspects and build on the frameworks that previous convergence research has produced. Another 

shortcoming is limited empirical research that relates to convergence. Few studies such as 

Bröring (2006) who studied R&D activity combining competencies of two industries examine 

an inter-industry phenomenon can be identified. Hence, prior attempts to understand 

convergence have, once again, led to broad inter-industry frameworks and context analysis or 

very specific intra-industry analysis indicating the need for both a broader and deeper 

understanding of the definition and the concept of industry convergence (Greenstein and 

Khanna, 1997; Pennings and Puranam, 2001; Stieglitz, 2003; Hacklin et al., 2004). We will 

attempt to further contribute to convergence literature by focusing on intra-industry 

convergence to further explore the relation between strategic management literature and 

convergence besides the current focus on technology development. 

 Analyzing intra-industry convergence 

Intra-industry and inter-industry convergence are two separate sub-streams within convergence 

literature (Bergendahl, 1995; Cummins, 2005; Hamel and Prahalad, 1996; Prahalad, 1998. 

Because intra-industry convergence focuses on convergence between firms, a potential 

framework must facilitate a comparative analysis between them. To better understand the 

convergence phenomenon, its causes and its effects, measuring firm aspects is a key issue. 

Greenstein and Khanna (1997) and Wirtz, (2001) argue that value chain configuration is a 

possible driver for convergence as firms attempt to strive for optimum efficiency. In addition, 

value chain analysis can be used to compare firms and analyze which elements have been 

changed, added or removed over time. The downside of using a value chain analysis is that 

company values and strategic reasoning are not connected enough to fully understand why 

convergence has taken place. 

Another point of view rooted in strategic management theory is that of competitive advantage 

as companies can adopt strategies of cost focus, cost leadership and differentiation (Porter 1980; 
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Miller & Roth 1994) which can be compared between companies. A company’s competitive 

strategy is derived from several internal and external factors which can be related to resources, 

competition, value proposition and macro-economic factors. These strategic management 

fundamentals can help explain strategic reasoning of firms and why convergence can exist in a 

particular industry but provide limited operationalization. Within supply chain strategy it is 

specified how a firm will achieve its competitive strategy through supply chain capabilities like, 

service level, asset management, reaction speed and network design (Handfield & Nichols, 

2002). Further specification regarding manufacturing, purchasing, marketing and logistics are 

supportive functions that help to obtain a competitive advantage. Thus, combining company 

competitive strategy and supply chain strategy can be an effective way of answering the why 

and how questions of intra-industry convergence.  

 Strategic management and industry convergence 

The theories on competitive advantage relate to convergence by examining how and why 

companies react to the environment within an industry (Bröring, S., & Leker, J. 2007). 

Convergence is a phenomenon that appears as a result from external influences from a macro-

economic, socio-economic or regulatory nature as well as internal influences like resources, 

core competence and positioning. Understanding why companies adapt their strategies in order 

to strive for superior performance, helps to answer why convergence occurs within an industry. 

As became clear from examining business imitation and similarity literature, the blurring of 

lines within an industry can be explained by companies attempting to comply to certain norms. 

Redirecting activities to comply with these norms is done by adapting strategies which are then 

operationalized by reconfiguring the supply chain (Beamon, B. 1999). In order to be able to 

measure and compare businesses to analyze intra-industry convergence, competitive strategy 

and supply chain strategy are deemed effective dimensions as these capture firm reasoning and 

translation to operational processes in relation to internal and external challenges. In this 

section, competitive strategy literature is examined in order to feed the proposed convergence 

framework with the required parameters in this dimension. 

 Competitive strategy and its relation to intra-industry convergence 

Competitive strategy is a key dimension that offers techniques to analyze businesses and 

competitors within industries (Prahalad 1994). This research body that has been developed 

comprehensively by Porter (1980) and provides several tools that help to analyze and compare 
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firms based on their strategy and position in the market. From an industry level (intra-industry) 

perspective, convergence follows according to several elements that relate to competitive 

strategy theory. These elements are: 

• Lower entry barriers, increased competition and market enlargement (Porter, 1980; 

Greenstein & Khanna, 1997; Borés et al., 2003; Kaluza et al., 1999)  

o Market accessibility and competition intensity will reduce the opportunities for 

uniqueness and increase the chance of imitation 

• Vertical integration or horizontal integration (Rosenberg, 1963; Yoffie, 1997; Katz, 1996; 

Wirtz, 2001)  

o Vertical integration involves a firm within an industry, implementing products, 

services or processes from up or down the supply chain. Horizontal integration is 

when one company takes over a similar company within an industry. 

• Value chain reconfiguration (Porter, 1985; Greenstein & Khanna, 1997; Wirtz, 2001)  

o Making processes more efficient or effective can drive companies to be more similar 

over time, in the drive toward optimization. 

• Collaboration and alliances (Mowery et al., 1998; Borés et. al., 2003; Lei, 2002; Hacklin et 

al., 2004; Bröring et al., 2006; Vong Srivastava & Finger, 2006; Duysters & Hagedoorn, 

1998). 

o Consolidating core competencies can create blocks of companies that are highly 

similar. 

 Market forces 

Convergence has a strong relation to market developments which then translates itself into 

strategic readjusting of companies. The reason why and how strategic readjusting happens 

requires insight in generic strategies and the manner companies react to industry forces. The 

nature of an industry also plays a large part in the capabilities of companies to change or adapt 

their strategies. As convergence and competitive strategy are so closely interwoven, the 

foundation of competitiveness warrants an explanation. Porter (1985) states that the basic goal 

of companies within a market is to compete for customer revenue and obtain a dominant 

position. How this is reached is dependent on a firm’s resources, capabilities and the ability to 

utilize these effectively. Within a market, Porter states the five fundamental forces regarding 

its attractiveness are 1) the threat of new entrants 2) competitive intensity 3) availability of 

substitutes 4) buyer power 5) supplier power. Understanding these five market forces allows 
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companies to design and execute strategies accordingly. Pennings and Puranam (2001) indicate 

that one cause for convergence can be when buyers desire more functionality from one specific 

product or service when buyer power is high. In unattractive markets, these five forces inhibit 

flexibility and the ability for firms to take risks, potentially leading to less differentiation and 

higher degree convergence (Bröring 2006). Other factors to be considered that supplement 

Porter’s five forces in terms of convergence include Downes (2010): 

- Digitalization; as technology develops and becomes accessible, it can transform 

industries and intensify competition 

- Globalization; as firms enter each other’s market and customer segments broaden 

- Deregulation; when markets are liberalized, competition increases  

 Generic competitive strategies 

Intra-industry convergence and competitive strategy are related because companies compete on 

a strategic level (Porter, 1980). Essentially, as companies become more strategically similar, 

their characteristics become similar as well, following a top-down approach toward operational 

levels. The customer will not be motivated strongly to choose between different suppliers of a 

product or service according to Porter unless there is added value. Strategies typically follows 

three paths 1) cost leadership; operating efficiently with high capacity to offer lower prices to 

consumers 2) differentiation; offering a distinct product or service offering different value than 

competitors 3) focus; focusing on a particular segment. There also is a possibility for a firm to 

be stuck-in-the-middle which is a highly undesirable position where neither a cost advantage 

of differentiation advantage is present. Porter’s generic strategies have been extended by adding 

the possibility of a hybrid (Acquaah & Ardekani 2006). This hybrid form should be 

distinguished from being “stuck-in-the-middle” where firms are ineffective at pursuing either 

strategy but rather combine different aspects of both cost leadership and differentiation in their 

strategy effectively. The spectrum of these competitive strategies can categorize firms within a 

convergence framework in order to gain a conceptual understanding of where a firm has 

positioned itself. Based on the market environment and internal situation, a firm might shift 

from a differentiation strategy to a cost focus or hybrid strategy which, relative to other firms, 

can indicate strategic convergence. 

It has been a few decades since Porter introduced his theory of competitive strategies and there 

has been some critique and development on this topic. One point of critique which relates to 



12 

 

the convergence phenomenon is operational effectiveness (Bachmann, 2002, p. 61). In order to 

be better than competitors, one must perform significantly better in multiple areas. This presents 

an inherent problem as sooner or later, many firms in an industry might reach that state, 

saturating the market. Bachmann’s critique is that in this case is Porter’s generic strategy are 

ineffective since any strategy faces saturated competition. Converging performance on an 

operational level is thus something that must be considered. Barney (1991), criticizes Porter on 

the fact that the applicability of his theories is too reliant on context of both market and 

companies involved, even though Porter appropriately named his strategies “generic”. McGrath 

(2013) proposed that strategies are increasingly aimed at specifically designing products and 

services according to customer wishes, more so than how Porter viewed this back in 1980. A 

further link can be made with convergence as Porter is criticized on his uniform industry 

perspective. As there is no pure industry competition but rather, business models, industries, 

products and services compete both across and within industries (Denning 2010). 

Porter models are perceived to enable identification of competitors, partners and customers in 

a predictable way in an environment that stays relatively static with minor disruptive changes 

(Flower, 2004, p. 67). Only relying on devising or analyzing strategy based on Porter’s model 

is not recommended by Recklies, (2011) since these models do not provide enough of a detailed 

or holistic view. Recklies further states that Porter’s model takes a microeconomic view 

indicating the need for additional insight in macroeconomic and regulatory factors to be in line 

with convergence theory. Recklies does not consider Porter’s models obsolete but recommends 

supplementing them accordingly to fit a certain purpose, which will be considered when 

devising our convergence framework. 

 Business imitation, similarity and how this can lead to a converging 

industry 

Blurring boundaries are a key characteristic of convergence (Bröring, S., & Leker, J. 2007). 

Industries and businesses becoming more similar or imitating one another is one root cause of 

them converging. Theory on business imitation and similarity can answer some important 

questions regarding further understanding why businesses become more similar and start to 

converge toward similar strategies.  
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Decision makers are affected as they adapt their strategies to these norms, potentially causing 

strategies to become hybrids between cost focus and differentiation. There are two broad 

categories in which imitation can be organized (Asaba & Liebermann, 2006). (1) Information 

based theories where firms follow others as having (alleged) superior information and (2) 

rivalry-based theories where firms imitate others based on their competitive parity or to limit 

rivalry. The information-based theories indicate the phenomenon of information “cascading”, 

or “social learning” where firms imitate the behavior of others regardless of his own 

information. In this case, a firm believes that following another successful firm, is more rational 

than risking an own initiative as it reduces risk and competition intensity. Another part of this 

economic theory is that firms follow certain norms in order to uphold quality perception 

throughout the market.  

Internal and external factors determine strategic effectiveness eventually leading to certain best 

practices or operational effectiveness. Knickerbocker (1973) argued that the industry type plays 

a key role in which type of imitation behavior occurs. In case of a “winner-takes-all” scenario, 

like with R&D, firms are more motivated to set the industry norms themselves. In a “follow-

the-leader” scenario, other firms follow a certain best practice or otherwise most effective firm 

and try to imitate certain strategic aspects. In any case, risk minimization and performance 

optimization are the target.  

As businesses decide to aim their strategies at either cost focus or differentiation, different 

challenges arise. In literature, cost leadership and differentiation are the most popular strategies 

for firms to engage in (Dess & Davis, 1984; Nayyar, 1993). Porter (1985) emphasizes that these 

strategies are contradicting so a firm should decide clearly on its direction.  The traditional 

strategies are facing increased attention from scholars who state that hybrid forms exist or can 

be crucial in this day and age in certain industries. This hybrid form should be distinguished 

from being “stuck-in-the-middle” where firms are ineffective at pursuing either strategy 

(Acquaah & Ardekani, 2006). Vulnerability and risk are reduced when low-cost firms adapt 

differentiation strategies and vice versa, as specific low-cost and differentiation advantages 

dissipate over time as an industry matures (Yasai-Ardekani & Nystrom, 1996). As strategies 

convergence in this way, it becomes more difficult to determine the position or performance of 

firms relative to each other, as previous business model and strategic analysis no longer offer a 

clear picture.  
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To specify imitation or similarities, (Grant, 2013) indicates several points on a strategic level. 

Grant provides some insight in challenges when comparing companies, as operational facts are 

easier to measure objectively while strategic aspects provide more difficulty as strategy can 

take time to manifest. Strategic similarity can be evaluated on the following points: 

Corporate management tasks Determinants of strategic similarity 

 

 

Resource allocation 

Similar sizes of capital investment projects 

Similar time spans of investment projects 

Similar sources of risk 

Similar general management skills required 

for business unit manager 

 

 

Strategy formulation 

Similar key success factors 

Similar stages of the industry life cycle 

Similar competitive positions occupied by 

each business within its industry 

 

Performance management and control 

variables 

Targets defined in terms of similar 

performance 

Similar time horizons for performance 

targets 

Strategic similarity (Grant, 2013) 

Resource-based view and similarity 

Another key reason why businesses converge lies in resource allocation. Resource constraints 

limit the scope of a firms’ ability to alter its market position. On the contrary, if firms have large 

variations in resource scope and availability, these firms are more likely to be different. The 

contrary is too as well when similar resources leads to similar behavior (Collis, 1991; Teece, 

Pisano, & Shuen, 1997). Porter highlighted the fact that resources play a crucial role in 

determining how effective a firm can compete, keeping in mind that firms are focused on their 

competitive position and achieving success through optimal utilization of idiosyncratic 

resources (Grant, 2013). Therefore, having insight in how a resource situation affects firms is 

an important metric in examining a convergence scenario. 

Resource constraints also play a role when companies attempt to find an optimal process design 

(Teece, Shuen, & Pisano, 1997). Companies continuously seek to influence their culture, 
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processes and strategies to reach strategic goals with their resource pool. Firm assets, 

competence, ability to imitate and transform over time, largely determine firm success. Most 

authors agree that organizations within a market all strive towards cost minimization and gain 

maximization with a limited pool of resources. Within certain industries, it can be logically 

assumed that due to this common goal and resources, firms will try to follow norms that lead 

to success and discard ones that do not (Asaba & Liebermann 2006).  

Strategic resources on their own do not result into a competitive advantage that Porter describes. 

Andersén (2011) provides a list with conditions with which a firm must comply to optimally 

utilize its resources.  

1. Fit with resources; as firms possess heterogenous resources, it faces a challenge to make 

this fit with the market and its own capabilities 

2. Management capability; whether a firm has more or less resources than its competition, 

its net effectiveness is determined by management competence. A firm with a higher 

amount or more diverse resources might be less effective than the contrary. 

3. Marketing capability; a firm needs to use its net resources in a manner so it can position 

itself properly in the market according to market demands at a certain point in time 

4. Firm appropriation of rent; ratio between expenditures and resource pool 

5. Non-competitive disadvantages; investments are usually bound to trade-offs. These 

trade-offs can be related to physical resources, monetary and non-monetary 

investments, know-how, customer service and so on. In relation to changing markets, 

customer demands and competition, firms take risks as investments might turn out 

redundant over time. 

In designing an intra-industry convergence framework, resource availability and utilization is a 

necessary analysis point to understand how forms converge on an operational level.  

A firm has a competitive advantage when it implements as value creating strategy not being 

implemented by current or potential competitors at the same time. A sustainable competitive 

advantage is a competitive advantage where the benefits cannot be duplicated by current or 

potential competitors (Barney 1991). It is generally assumed that any industry has some degree 

of resource heterogeneity and resource mobility (Barney & Hoskisson, 1989). 
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A competitive advantage is not possible in the absence of the following: 

o Rare resources; if resources are not rare, they can easily be accessed by competitors 

o Valuable resources; if resources are easily substituted or add little value, an advantage 

cannot be used to obtain superior performance 

o Imperfectly imitable resources; even though resources might be rare and valuable, that 

does not mean that there are no alternatives. Should other firms be able to imitate the 

same output with alternative resources, similarity can still arise, and a competitive 

advantage will not appear. 

Competitive strategy framework components 

So far, we have identified and examined theory on intra-industry convergence, its causes and 

implications and the relation with competitive strategy.  Now, an effort will be made to transfer 

this knowledge into components that will be used in our framework. Convergence aspects 

related to competitive strategy, should then become clear through analysis. The following 

components are included (Porter, 1980, 1985; Prahalad 1994;)  

1) Strategic vision, mission and objectives; outlines the direction of the company and often 

gives fundamental insight in the reasoning of strategic decisions 

2) Resource allocation; how a firm manages its internal and external resources gives an 

indication of its priorities. Although we include a supply chain strategy analysis in the 

framework, a competitive strategy view on resources can provide a link between 

operational resource usage and strategic intention. 

3) Core competence; the range of abilities is often a product of vision and resources. 

Literature indicate that formulating a vision and core competence definition together 

give a clearer picture of how a company attempts to achieve its mission 

4) Corporate and business level strategy; this examines how a firm has set up its strategic 

processes which translate into operational processes. 
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 Supply chain strategy  

Another aspect of strategies that also is valuable in reviewing businesses in a converging 

scenario is to oversee from a supply chain strategy perspective. Qi, Y., Zhao, X., & Sheu, C. 

(2011) pointed out significant relationships among competitive strategy, supply chain strategy, 

and firms’ performance. Supply chain management examines the flow of goods and services of 

which the structure is directly derived of higher-level corporate strategy. The researchers also 

found that the moderating effects of external environment on the interaction between 

competitive strategies and supply chain strategies are highly relevant. In details, they concluded 

that firms with primary focus on a differentiation strategy underline an agile supply chain 

strategy. On the other hand, cost leaders tend to implement both lean and agile strategies, 

nevertheless, the emphasis on agile supply chain is drastically more significant in a volatile 

environment. Moreover, to incorporate supply chain perspective as a final layer to our study 

model offers a thorough look to operational business elements. Supply chain management study 

has often taken operation as one of the main angle for reviewing the whole chain (Huan, 

Sheoran, & Wang, 2004). The supply chain perspective helps to demonstrate the overall 

formulated strategies in practice. As ‘supply chain competes, not secluded firm’, to have a 

comprehensive understanding of supply chain strategy are critical to make sense of 

organizational strategy. By analyzing supply chain practices and linking findings to business 

strategies, a holistic and complete degree of strategic comparison is achieved.   

The core of supply chain management is supply chain strategy, which is critically related to 

overall organizational strategy. From the overhead strategy, supply chain managers and 

operators plan, coordinate, schedule, and control the flow of goods, financial assets, and 

information upstream and downstream to help the company control costs, customer services, 

stay efficient and effective in operation, thus remain highly competitive in the market. Supply 

chain management build the strategical bridges in the network between suppliers, other logistics 

partners, companies, and final customers (Christopher, 2016). Increasingly, supply chain 

management is being acknowledged as the coordination of key business processes that comprise 

the value chain. As a result of globalization, the idea that businesses are linked in an interacted 

supply chain network is gradually established and accordingly appreciated (Fujita & Thisse, 

2006).  
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The body of literature in supply chain strategy is substantial and diversified and has developed 

over the year together with information technology advancement. In the 90s, the old school 

overview of supply chain strategy literature was in relation with the fresh introduction of the 

concept. In such context, according to Bechtel & Jayaram (1997), supply chain is often 

researched within five main schools of view. The overview following figure summarize the 

overview: 

 

Figure 1: Supply chain management school of thought (Bechtel & Jayaram ,1997) 

Aside from the grouping of supply chain strategy into different schools of thought, the view on 

supply chain strategy development over the years is also an important part of supply chain 

literature. Authors Sindi & Roe (2017) present the supply chain strategy progression neatly in 

their research since the 1940s. The early supply chain strategy from the 1970s up to as recent 

as 2000s focus on integration and globalization capability to enable a global supply chain. 

Overlapping are the period from 1990s to the end of 2000s, where supply chain strategy 
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emphasizes specialization. The range of strategy in this era are from basic progressive flow 

approach, where supply matches demand through a steady continuous-replenishment method, 

to supply chain configuration to achieve flexibility or efficiency. The most recent development 

of supply chain strategy from 2010s to current date, however, attempts to acquire specialized 

globalization capability through hybridizations and multidimensional approach. The recent 

development is also the focus of this paper rather than the dated era to match with the 

development of strategy. Recent supply chain strategies congregate to a similar prevailing 

viewpoint among others, that is a configuring and combining approach to supply chain 

management based on a mix-and-match among market, products and services characteristics 

and supply chain practices, while engaging in supply chain network and ensuring integration 

capability.  

 The approach to supply chain strategy based on market, products 

and services characteristics.  

Many of the research on supply chain strategy focus on the strategical decision of firms on an 

‘agile’ and ‘lean’ pendulum to stay competitive and create value in the market. Mason-Jones, 

Naylor, & Towill (2000) define the two edges of the pendulum as below:  

“Agility means using market knowledge and a virtual corporation to exploit profitable 

opportunities in a volatile marketplace 

Leanness means developing a value stream to eliminate all waste, including time, and 

to ensure a level schedule.” 

The demonstration of Mason-Jones et al. regarding the common characteristics of the two 

distinguish supply chain is summarized in the table below: 

Distinguishing 

Attributes  

Lean supply chain Agile supply chain 

Typical products Commodities Fashion goods 

Marketplace demand Predictable Volatile  

Product variety Low High 

Product life cycle Long Short 

Customer drivers  Cost Availability 
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Profit margin Low High 

Dominant costs Physical costs Marketability 

Stockout penalties Long-term contractual Immediate and volatile  

Purchasing policy Buy goods Assign capacity 

Information enrichment Highly desirable Obligatory 

Forecasting mechanism  Algorithmic  Consultative  

Table 1: Comparison of lean supply chain and agile supply chain: the distinguish features.               

(Mason-Jones, Naylor & Towill, 2000). 

On one side of the conundrum, the supply chain needs to be agile to stay competitive in the 

market with volatile and distinct demand (Christopher, 2000). Consequently, the definition of 

agility is ‘a business competence that embraces organizational structures, information systems, 

logistics procedures, and, especially, mentalities with the defining key characteristic of enabling 

flexibility.’ Fundamentals of an agile supply chain are, then, market sensitivity, implication of 

virtual information exchange, integration and connected network. Similarly, Gunasekaran et al. 

(2008) emphasize three enablers of responsiveness, agility in supply chain. The enablers are 

strategic network planning, virtual organization, and information technology and knowledge 

management.   

On the other hand, the lean supply chain strategy can be viewed as a key strategic initiative 

majorly focused on cost efficiencies managed from the business management (Atkinson, 2004). 

Lean is systematic series of processes within businesses with the goals of higher yield with less 

cost by meticulously examining how to attain an optimum result while resourcefully employing 

capitals to their best advantage. Implication of lean at institutional level, in accordance to Hines, 

Holweg, & Rich (2004), involves a strategic understanding of lean and the 5 principles of lean 

at all levels of organization, and a usage of different lean practices to achieve leanness at 

operation level. Accordingly, the 5 principles and foundations of lean are in accordance to 

Womack & Jones (1997): ‘identify customers and specify customers’ value, identify and plot 

the value stream, create flow by eliminating ‘muda’ (wastes), respond to customer pull, aim for 

perfection’. The popular lean practices in practical scenes are the ‘just in time’ (JIT) approach 

and elimination of ‘muda’. 

The question whether lean and agile strategies can be justly combined are also the focal points 

of various supply chain researches. A hybrid supply chain, with characteristics of usual lean 
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upstream and agile downstream or a mix of lean and agile practices in all supply chain 

processes, is suitable for certain businesses, where there is a diverse range of products with 

demand characteristics of being both stable and volatile (Christopher, 2000). Mason-Jones et 

al. (2000) refer to this as a ‘leagile’ strategy and define it as ‘the incorporation of the lean and 

agile paradigms within a total supply chain strategy by introducing and placing a decoupling 

point in order to best fit the need for reacting to a varying demand downstream yet upholding a 

level upstream within the marketplace.’ (Naylor et al., 1999). Within which, ‘the decoupling 

point is the point in the physical flow of products where the customers’ real demand manifest 

as orders, also where the order-driven and the forecast-driven attempts meet.’ (Hoekstra & 

Romme, 1992).  

Other supply chain strategy literatures take an inductive approach with the focus on the 

characteristics of businesses’ products and organizational values. A noticeable research by 

Fisher (1997) provides appropriate supply chain strategies in accordance with the 

characteristics of products based on their functionality or innovativeness. The classifications of 

functional and innovative products are relatively self-explanatory, their variances, however, lie 

in demand volatility, life cycle, gross profit margin, error rate, lead time, etc. Fisher study’s 

inferences are summarized as following:  

 

  

Functional 
Products 

Innovative 
Products 

Efficient 
Supply Chain 

Match Mismatch 

Responsive 
Supply Chain 

Mismatch Match 

Figure 2: Matching Supply Chain with Products (Fisher, 1997) 

Lee (2002) progresses the grounds for configuration of supply chain strategies further with his 

addition of supply uncertainty, while demand uncertainty aspects are appropriated from 

Fisher’s study. Essences of Lee’s study can be depicted with following summarizing figures:   

 



22 

 

Functional Innovative  

Low demand uncertainties High demand uncertainties  

More predictable demand Difficult to forecast 

Stable demand Variable demand 

Long product life Short selling season 

Low inventory cost High inventory cost 

Low profit margins High profit margins 

Low product variety High product variety 

Higher volumes per SKU Low volumes per SKU 

Low stockout cost High stockout cost 

Low obsolescence  High obsolescence 

Figure 3: Demand Characteristics (Lee, 2002) 

 

Stable Evolving 

Less breakdowns Vulnerable to breakdowns 

Stable and higher yields Variable and lower yields 

Less quality problems Potential quality problems 

More supply sources Limited supply sources 

Reliable suppliers Unreliable suppliers 

Less process changes More process changes 

Less capacity constraint 
Potential capacity 
constrained 

Easier to changeover Difficult to changeover  

Flexible Inflexible 

Dependable lead time Variable lead time 

Figure 4: Supply Characteristics (Lee, 2002) 

Configuration of justified supply chain strategies are, in accordance to Lee (2002), reliant on 

the level of supply and demand uncertainties as following:    
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  Demand Uncertainty 

  

Low (Functional 
Products) 

High (Innovative 
Products) 
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Low  
(Stable Process) 

Efficient supply chain Responsive supply chain 

High 
(Evolving 
Process) 

Risk-hedging supply 
chain 

Agile supply chain 

 

Figure 5: Matched strategies with uncertainty in demand and supply (Lee, 2002) 

Many of the study on supply chain strategies, presented so far, are mostly made from a 

production, manufacturing firms’ perspective. This poses the issue whether the same 

approaches are relevant in the service industry, with distinctive competing strategies.  

 Service supply chain strategy 

Fisk, Brown, & Bitner (1996) argue that the four paramount defining features of a service 

supply chain apart from a goods supply chain are ‘intangibility, inseparability of production 

and consumption, heterogeneity and perishability’. With the focus of the study on aviation 

industry strategy, the authors try to provide a holistic view of the service supply chain strategy 

of service industries, which encompass airline transportation service with all of the four above 

characteristics. 

From a holistic point of view, most of the value from the service industry are performed from 

a mass, functional or practical regard with little degree of inventiveness, with exception of 

scarce service. Demand for service, on the other hand, can be seasonal and manageable or very 

volatile. Thus, in conjunction with Fisher (1997) and Lee (2002) models, service supply chain 

is more fitted to be integrated with either lean, efficient strategy or leagile, responsive strategy 

(Wei-hua, Jian-hua, Zhen-qiang, 2008). The inseparability characteristic of service product 

presents a natural decoupling point for service leagility at the point of customer order for many 

service industries. Liu, Mo, Yang, & Ye (2015) confirm this with a customer order decoupling 

point model with their study. The movement of customer order decoupling point, however, is 
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still manageable to be optimized in relation to difference characteristics of the service offering, 

service procedure, service sequence. An upmost feature of service industry is service level and 

agility within leagile supply chain is proven to improve customer service level immensely, 

while service level is a robust indicator of market winner (Mason-Jones et al., 2000). On the 

other hand, leanness is proven to be efficient and effective in many regards of service industry. 

Aronsson, Abrahamsson & Spens (2011) connect successful lean principles’ application to 

health care supply chain, a more specialized service area. Lean approach is effective in general 

with the example practical application of Taco Bell, representative of fast-food service industry, 

and SouthWest Airlines, representative of airline service industry (Abdi, Shavarini, Hoseini & 

Mohammad, 2006). 

To understand service supply chain strategy and its relation to lean and agile characteristics, the 

processes of service supply chain need to be defined. Drzymalski (2012) argues that most of 

literatures on supply chain study agree that supply chain operations and processes circulate 

around: sales, marketing, sourcing, manufacturing and transportation. In the sense of service 

supply chain, as the “product” is an ongoing event, some of the traditional supply chain 

processes, in particular, manufacturing and transportation, are not physically present in same 

way. As a result, service supply chain needs new paradigms to accommodate the prevalence of 

services. Drzymalski (2012) also summarize several attempts in the existing literature to 

identify and categorize service supply chain management processes. In agreement with 

Drymalski (2012), Boon-itt, Wong & Wong (2017) extend and combine previous efforts to 

identify service supply chain processes by suggesting that service supply chain process 

capability can be assessed in terms of seven majors, briefly listed and explained as below: 

1) ‘capacity and resource management encompass service capacity planning, customer job 

scheduling, workforce planning, and facilities and equipment planning.’ 

2) ‘demand management concerns managing and balancing customer demand with the use 

of up-to-date demand information for accurate demand forecasting and subsequent 

service delivery.’ 

3) ‘customer relationship management concerns building and developing long-term 

customer relationships through adopting customer information systems, understanding 

customer needs, etc.’ 

4) ‘supplier relationship management concerns building, managing and maintaining a 

close and long-term relationship with suppliers’ 
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5)  ‘service delivery management concerns managing and improving the performance of 

services delivery process’ 

6) ‘order process management includes managing the processes of receiving service orders 

from customers, checking the status of service orders and communicating to customers 

about such status, and fulfilling the orders. Service order processing involves order 

preparation, order payment, order entry, order filling, and order status reporting’ 

7) ‘information and technology management: the management of information flow is an 

important service supply chain process because it helps identify demand, share 

information, establish expectations, define the scope of service and the skills required 

of service providers, and provide feedback on performance.’ 

 A framework to analyze and evaluate intra-industry convergence 

Measuring intra-industry convergence enables identification of factors that cause firms to 

become more similar. Another purpose is that this identification enables a firm to establish its 

current strategy relative to others. This convergence framework attempts to function differently 

from a competitor analysis in that it adds a dimension of time and supply chain focus (Porter, 

1998). Consolidating competitive strategy and supply chain strategy theory in a framework, 

provides insight in why strategies are adapted according to a firm’s internal and external 

environment and how this is reflected in operational aspects in the supply chain. Hence, this 

proposed framework attempts to answer why, how and when a set of firms within a certain 

industry have started to converge, based on their competitive strategy and supply chain strategy. 

Establishing the components of this framework is grounded in competitive strategy and supply 

chain strategy theory. These components are to be analyzed per company and on an annual 

basis in order to include the element of time. The framework with components is illustrated are 

as follows: 
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Figure 6: our proposed intra-industry convergence framework  
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3 Methods 

 Research approach 

Our research is aimed at exploring different level of strategies of businesses in relation to 

convergence and differentiation. Such strategies are usually represented in organizations as 

meaningful expressions, such as mission statement, business policy, and relation to operations 

as manifestations of strategies. Within operations, there will be data in form of physical 

specifications or assets of business in relation to the preceding strategical expression. The 

essences of the studied objects are thus, both and intangible expression and tangible business 

operations. While the more common, pure philosophical research approach of constructivism 

and interpretivism offer a social-constructing understanding of phenomenon, which is suitable 

for understanding strategy, they reject positivism which represents the relation between facts 

and quantifiable data (Johnson & Onwuegbuzie, 2004). Such interpretive philosophical 

approaches, even though useful, are deemed lacking in this research attempt.  

Consequently, this thesis assumes a pragmatism research philosophy, which is especially suited 

for situations in which researchers need to make sense of knowledge through the combination 

of action and reflection and the understanding of relationship between action and concept 

(Biesta, 2010). Pragmatism asserts that perceptions are only relevant where they support 

actionable sequence (Kelemen & Rumens, 2008). It strives to reconcile both objectivism 

(positivism) and subjectivism (constructivism and interpretivism), facts and values, accurate 

and rigorous knowledge and different contextualized experiences. It does this by overseeing 

theories, concepts, ideas, hypotheses; which is equivalent to the strategy theories in the 

research, ‘in terms of the roles they play as instruments of thought and action, and in terms of 

their practical effects in certain contexts’ (Saunders et al., 2016). Pragmatism help us to use the 

strategy theories as instrument to understand its application to inform actions by companies to 

compete in a converging industry. 

The study applies the general theory of convergence and differentiation in business strategy, 

supply chain strategy to identify, illustrate and explain competitive and actionable strategies of 

businesses in a converging industry. The application of explicit theory for identification, 

explanation and illustration of convergence and differentiation in practice are equivalent to a 

deductive research approach (Saunders et al., 2016). Throughout the research, from initial data, 
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inferences in relation to convergence and differentiation, are deducted in connection to theory 

and iteratively developed with longitudinal data. The approach is appropriate for the purpose 

of this thesis since a deductive research approach allows theory to be used to verify practice, 

subsequently, initial theory can be refined with practical evidences. 

 Thematic analysis approach 

According to Saunders et al. (2016), the approach to methodological choice for scientific 

research in business and management usually concerns nature of the study purpose and nature 

of studied information and data. The first step is to consider the nature of research purpose 

among being descriptive, exploratory or explanatory. Subsequently, choices need to be made 

among quantitative, qualitative or mixed research method.  

This research seeks to understand the resonating convergence and competing differentiation in 

strategies of businesses in a converging industry. Hence, exploratory nature is appropriate for 

the research since it facilitate us to learn what is happening and thus gain insights to answer the 

question how responses to the existing issues are formed (Sanders et al., 2016).  Also, the data 

to support of deductive study need a foregoing descriptive approach, for existing theory and 

relation to nature of empirical data, to make a beneficial inference to make sense of and develop 

the theory.  In short, this study in nature are both descriptive and exploratory.  

The thematic analysis approach will guide this thesis. As further theorizing and consolidating 

existing theory is a central topic, a flexible but systematic approach is required. Having derived 

a theoretical framework with integrated theory, it is now presumably possible to determine in 

what areas certain firms in an industry can differentiate themselves (Saunders et al., 2016). 

Based on this description, analyzing the corporate data will assist in verifying the usefulness of 

the framework and offer a practical purpose to demonstrate its effectiveness. Through 

substantial review of corporate policy papers, facts and patterns can be deduced and coded into 

the framework. The framework will guide the coding according to the dimension and topic 

going from broad business logic to specific strategies and then operationalizing these with 

supply chain elements. As policy papers are estimated to contain some distracting narrative to 

cater toward stakeholders and, in particular, shareholders, the data will be scanned in such a 

way that relevant data is siphoned out. This is partly the reason why supply chain theory can 

help to objectify. The source of coding is in this case then clearly theory driven, meaning that 

the framework will direct the data collection for the most part meaning themes are pre-defined. 



29 

 

Large quotes and numerical facts can then be further coded into smaller statements to more 

efficiently process facts.     

  Research strategy 

 Single embedded case study 

Following the definition of intra-industry convergence, analyzing this phenomenon requires 

selection of a single industry which contains several firms. This is also in line with the purpose 

of the proposed framework. In this context, a single case study, which is the industry, and 

several firms, that are the subsets are used (Yin, 1994). The approach toward this single case 

study will involve gaining a good understanding of the nature of the industry and a deeper 

analysis of different firms. Individual analysis of these firms then enables us to compare these 

analyses and consider the degree of similarity in order to evaluate convergence within the 

industry. Should one wish to analyze for inter-industry convergence including subsets, a 

multiple-case study would have been appropriate. 

 Case criteria 

To help to further understand and evaluate intra-industry convergence, the application of the 

framework presented in this thesis will be demonstrated. A case to apply this framework needs 

to conform to several criteria in order to provide an effective and efficient demonstration. The 

purpose of the framework requires a fitting industry and set of firms. This industry ideally 

contains firms that show signs of becoming more similar over time while also providing enough 

information regarding their competitive- and supply chain strategies.  

Criteria to the case are defined as follows: 

• The industry must show signs that it is converging. As imitation and similarity occur in 

many if not most industries, further criteria are needed, however. 

• An industry with companies engaged in intense competition with distinguishable 

competitive strategies. An industry where low margins are the norm; companies are less 

likely to take risks. This could prove a useful case for analyzing convergence. 

• Companies that adhere to different generic strategies or hybrid strategies. Strategic 

diversity can offer clearer picture should companies have converged over time. 
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• Empirical data that relates to competitive strategies and supply chain information needs 

to be available and reliable. Since a convergence analysis is conducted over a significant 

time period, longitudinal data across several firms must be available. The competitive 

strategies and supply chain strategies need to cover a lengthy period so that any changes 

can be identified.  

 Case: European airline industry 

A case that fits well with the convergence phenomenon is the airline industry. A narrower scope 

is that of the European airline industry, where competition is fierce amongst a diverse range of 

airlines, that compete under similar market conditions.  

The criteria are met as follows: 

• The industry must show signs that it is converging. As imitation and similarity occur in 

many if not most industries, further criteria are needed, however. 

o The airline industry provides several indications that it is converging. 

Particularly in Europe, there seems to be a dichotomy of low-cost and legacy 

carriers with an increasing amount of companies showing hybrid characteristics. 

Some airlines that originally were categorized as low-cost, increased their 

network and service to match that of full-service carriers. Meanwhile, full-

service carriers increased their cost saving initiatives and introduced modular 

services. Regulation, rules and agreements limit flexibility (Alderighi, M., 

Cento, A., Nijkamp, P., & Rietveld, P. 2012; Flouris, T. G., & Oswald, S. L. 

2016). 

• An industry with companies engaged in intense competition with distinguishable 

competitive strategies. An industry where low margins are the norm; companies are less 

likely to take risks. This could prove a useful case for analyzing convergence. 

o Due to de-regulation that opened up markets for airlines to pursue that were 

previously locked, competition has increased significantly. This has caused 

tough competition as markets became saturated with airlines that all offered 

similar products. (Alderighi, M., Cento, A., Nijkamp, P., & Rietveld, P. 2012; 

Flouris, T. G., & Oswald, S. L. 2016) 

• Companies that adhere to different generic strategies or hybrid strategies. Strategic 

diversity can offer clearer picture should companies have converged over time. 
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o Airlines are generally categorized as low-cost, full-service or hybrid which is a 

practical reflection of Porter’s generic strategies (Alderighi, M., Cento, A., 

Nijkamp, P., & Rietveld, P. 2012; Flouris, T. G., & Oswald, S. L. 2016). 

• Empirical data that relates to competitive strategies and supply chain information needs 

to be available and reliable. Since a convergence analysis is conducted over a significant 

time period, longitudinal data across several firms must be available. The competitive 

strategies and supply chain strategies need to cover a lengthy period so that any changes 

can be identified.  

o The airline industry is one of a high degree of transparency. Airlines generally 

present their policy papers which enables analysis. From a general scan, it seems 

that several airlines have annual papers and other policy papers available that 

give detailed insight in their strategy and operational data. There are also third-

party sources available that provide their individual analysis. Airlines clearly 

acknowledge in their documents that there is a limited resource scope, high-

valued assets and limited flexibility. This makes it easier to identify industry 

norms and potential convergence or divergence across a certain time period. 

Airlines also offer operational data that can be linked with the strategy. Overall 

it can be said that an airline offers a rather transparent insight in their business 

models, strategy and assets allowing for an efficient demonstration of the 

framework (Fu, X., Oum, T., & Zhang, A. 2010).  

 Four European airlines 

There are many airlines that present an interesting subset to demonstrate the framework. 

Preferably these airlines compete directly and adhere to different strategies, so that it becomes 

clearer in what aspects these airlines have converged over time. After a general scan it became 

evident that Norwegian and Scandinavian Airlines Systems have a similar geographic location 

(Scandinavia), route network, fleet structure (standardized Boeing or Airbus), available 

resource pool, regional, national and global economic challenges and available market segment. 

There also appears to be similar macro-economic challenges that affect both airlines due to their 

similar market position. Besides Norwegian and SAS, two more airlines are used as an example 

that further fit the low-cost and full-service carrier dichotomy. KLM has been selected for the 

reason of being a flag carrier like SAS but with a different strategic definition. KLM has a 

diverse fleet, extensive and diverse network and several low-cost and regional subsidiaries. 
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Besides those aspects, KLM has a unique position within Europe with a distinctive product 

strategy and fleet with a clear differentiation strategy. EasyJet as a low-cost carrier (LCC) has 

an extensive network and presence in Europe and has disrupted the full-service carrier (FSC) 

business considerably. 

The main point is that between these four airlines in the European airline industry, there is 

competition on a shared market with shared challenges and threats. It should be interesting to 

see what different approaches were used and in what aspects these airlines have become more 

strategically similar.  

 Airline overview 

Key information regarding SAS, KLM, Norwegian and EasyJet will be provided based their 

websites and IATA data for 2018: 

 KLM SAS Norwegian  EasyJet 

Vision “To become 

Europe’s most 

customer-centric, 

innovative and 

efficient network 

carrier” 

“By focusing on 

frequent travelers 

that take five or 

more roundtrip 

flights each year, 

we develop our 

product and our 

network – which 

benefits all our 

customers.” 

“Be the preferred 

airline for 

customers 

seeking value for 

money” 

 “Seamlessly 

connecting Europe 

with the warmest 

welcome in the 

sky” 

Fleet size 118 excl. 

cityhopper 

159 161 328 

Number of 

employees 

32412 (group) 11228 (group) 11000 (group) 14000 

Revenue 10,955 million Euro 44,718 million SEK 40,265 billion NOK 5,898 million 

Pound 

Destinations 145 123 153 156 

Operating 

income 

1,073 million Euro 3,774 million SEK -3.851 billion NOK 592 million Pound 
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 Data collection  

Secondary data is used to demonstrate the framework. Documents such as annual papers, 

prospectus and third-party analyses can provide insight in an airline’s operation and strategy. 

The weakness of using secondary data in this instance, is that the information might not clearly 

highlight company weaknesses, problems, effectiveness or threats. Annual papers tend to have 

a positive note to them. We have attempted to contact individual airlines for in-depth interviews. 

Company contacts referred us to publicized reports as objective sources of data instead. For the 

purpose of using the framework, a lack of primary data is not a significant problem. The four 

airlines have a substantial amount of policy papers and have been subjected to third party 

analysis as well, allowing for enough material to apply in the convergence framework. 

Especially in terms of competitive strategy and operational data, there does not seem to be a 

lack of information. The main issue with third-party data is that not every year of the 

longitudinal analysis is available but otherwise provide ample sources and information in 

relation to operational and strategic data.  

Collected data spans the period of 2009-2018. We deem that this period has enough room for 

potential strategic change as airlines attempt to recover from the economic crisis of 2008 and 

competition on the European airline market has increased. Other factors that show convergence 

potential is the role of digitization, environmental issues and capacity issues (Alderighi, M., 

Cento, A., Nijkamp, P., & Rietveld, P. 2012). The following data has been collected: 

Airline Data 

SAS Annual report 2009-2018 

Prospectus 2009-2018 

Blueswandaily.com 

Airtravelanalysis.com 

centreforaviation.com 

KLM Annual report 2009-2018 

Prospectus 2009-2018 

Blueswandaily.com 

Airtravelanalysis.com 

centreforaviation.com 

Norwegian Annual report 2009-2018 
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Prospectus 2009-2018 

Blueswandaily.com 

Airtravelanalysis.com 

centreforaviation.com 

EasyJet Annual report 2009-2018 

Prospectus 2009-2018 

Blueswandaily.com 

Airtravelanalysis.com 

centreforaviation.com 

 

 Data analysis  

Data analysis is driven by intra-industry convergence framework. The framework will guide 

the analysis in line with the components within competitive strategy and supply chain strategy. 

After airline data has been collected, coding, which is guided by the themes, will be applied on 

the documents in the following way: 

1. Identify the part of text that is relevant to a framework component  

2. Obtain parts of text and collect these in a table that covers a selected period. The data 

tables are guided by the components from the framework (see 2.4) as below:  

Company X – Year X 

 Component Function (from airline 

industry) 

 Literature reference 

Competitive 

strategy 

Strategic vision, mission and objectives 

Resource allocation 

Core competence 

Corporate and business level strategy  

 Porter (1980, 1998), 

Venkatraman & 

Ramanujam (1980), 

Ritson (2008) 

  

Supply chain 

strategy 

Capacity and resource 

management 

Fleet selection, Aircraft 

& fleet numbers, 

Aircrew management, 

Seat Capacity 

 Drymalski (2012), 

Boon-itt, Wong & 

Wong (2017) 
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Demand management Geographical scope, 

Product scope, Flight 

scheduling 

 Heshmati & Kim 

(2016). 

Supplier relationship 

management 

Alliances, Airport 

presence & utilization, 

Other suppliers  

  

Customer relationship 

management 

Customer service, 

Loyalty program 

  

Service delivery 

management 

Operation process, 

ancillary & class system 

  

Order process 

management 

Ticket distribution 

channel 

  

Information and 

technology 

management 

Information 

management system 

  

Components of the proposed intra-industry convergence framework 

 

3. Allocate power quotes to the framework component 

4. Based on the collection of quotes, perform thematic analysis per framework component. 

5. Based on this thematic analysis, perform a final analysis and summary on convergence 

 

 

 

 Quality Criteria 

Saunders et al. (2016) emphasize one of the most important criteria of research design has been 

the issue of the trustworthiness of research findings, or the theoretical contribution. Thus, 

research attempt should underpin eliminating the possibility of getting the wrong input and 

producing unreliable or generic output, which means that attention must be on two particular 

focuses of research design which are reliability and validity. Guba (1981) proposes four criteria 

which should be considered to guarantee trustworthiness of qualitative researches. By 

Airline 

strategy 

information 

Collect 

relevant 

text in table 

Allocate 

quotes to 

framework 

component 

 

Thematic 

analysis 

Analysis of 

convergence 
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addressing similar issues of reliability and internal as well as external validity in positivism 

researches, Guba constructs corresponding criteria employed by the positivist researchers: 

credibility, transferability, dependability, confirmability. 

 Credibility  

Credibility is one of the key in order to achieve high level of trustworthiness in qualitative study 

(Guba, 1981). According to Merriam (1998), credibility deals with the question, “How 

congruent are the findings with reality?”. The main data source of this thesis is public archival 

documents, which are consistent and verified yearly by creditable authorities, of renowned 

organization listed on stock exchange market. Data quality, thus, ensure trustworthiness of the 

research analysis and final results. Thematic analysis technique choice is suitable for making 

sense of archival data with heavy text and inference. Moreover, the authors are aware of the 

fact that archival documents of public company usually facilitate marketing purpose, in order 

to attract new shareholders. Therefore, the data gathered as statement from such documents are 

considered without a performance perspective or effectiveness of related operation. Only the 

aspects of strategy expression and implemented operation are considered.  

 Transferability  

Transferability of a qualitative research, in according to Shenton (2004), needs to be consider 

with the preconception that ultimate results of a qualitative study must be understood within 

the context of studied cases, either within a geographical or an organizational particular setup. 

Accordingly, to replicate the study to assess the extent to which such findings may be true or 

related of researches in other settings, comparable contexts, employing the same methodology 

but conducted in different geographical boundary, could also be of great research value. 

However, to improve transferability, authors can give a detailed description of the context of 

the study and the fundamental assumptions of the research. Subsequently, later attempts to 

apply the findings to another settings takes responsibilities for judging how transferable the 

actual application is. And even when such research attempts offer results that are not entirely 

consistent with one another or the original, this does not necessarily indicate that one or the 

other is unreliable. It is simple that the results might reflect multiple realities, and, if an 

appreciation can be gained of the details behind the differences, this understanding may be even 

of greater value to the research community than the actual results. This research attempt to 
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improve the transferability by providing a detailed description of the research context, which is 

the airline industry, and other related gains and constraints from the setting. 

 Dependability  

Dependability are similar to reliability in a positivist’s point of view, that is the extent to which 

researches can be replicate in the same context, with the same method and will generate similar 

results. In order to ensure dependability in the case of qualitative study, the processes within 

the study should be reported in detail, henceforth, enabling future research to be replicated in 

the same manner, if not necessarily to achieve the same results (Shenton, 2004). This thesis 

attempt to provide a transparent and comprehensive methodology within this method section, 

so that in case other researchers want to replicate the study in a similar setting, comparable 

interesting results can be achieved.   

 Confirmability  

Objectivity in science or in a quantitative approach equals with the use of instruments that are 

independent of subjective skill and perception. Similarly, the concept of confirmability in 

qualitative research is the investigator’s equivalent concern to objectivity (Shenton, 2004). The 

approach to data of this thesis always attempt to achieve objectivity by using longitudinal data 

and iteratively connect and reflect data with multiple theory sources, combined as a collective 

framework. The biases toward promoting themes of archival data are minimized with 

objectivity and exclusion of the performance perspective. Other than objectivity of empirical 

data usage, the results need to be concluded with the use of expressions within the written data 

through unbiased analysis, and to be not influenced by the authors’ ideas and preferences. This 

is achieved by connecting the analysis to theory and other trustworthy literatures.  

 Ethics 

A potential weakness of the framework could be the personal interpretation when analyzing 

components of a company. If either framework components or company data are misinterpreted 

or misunderstood, a wrongful analysis could ensue. Ethically this could misrepresent a company 

in a negative or unfairly positive way. To mitigate this, quotes from the collected data will be 

collected as far as possible and included in the appendix. Due to their size, power and public 

ownership, this thesis most likely will not have any effect on any airline. Nor do we require 

permission, as all data is publicly accessible.  Particularly in analyzing the competitive 
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strategies, we aim to present and compare them neutrally. Additionally, an advantage of 

analyzing supply chain data, is that it strengthens the objectiveness as numerical data supports 

the competitive strategy analysis. Furthermore, the data has been carefully selected and 

screened in order to avoid any political or marketing influenced data. Third party analyses such 

as news articles, financial and operational analyses and regulatory examinations are used to 

verify the findings. Also, strategic effectiveness is not directly measured in this thesis, rather 

only the strategies the airlines outline in their policy papers. Whether these strategies are 

successfully implemented is partially covered in the supply chain analysis, but we do not cover 

every aspect regarding if strategic ambitions are met. In a longitudinal study like this, strategy 

is an ongoing process and it is not the purpose of the framework to measure effectiveness bur 

rather to measure the intent of companies to position themselves, relative to competition. 
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4 Intra-industry analysis of converging and 

differentiating characteristics of European airlines. 

This chapter contains the intra-industry analysis regarding converging and differentiating 

characteristics in the airline industry. The goal of this empirical study is to further increase 

understanding of the intra-industry convergence phenomenon by demonstrating the use of the 

intra-industry convergence framework. Through this framework, it should become clear how 

competitive strategy and supply chain strategy can be consolidated to compare companies 

through time. Summarizing and analyzing those comparisons at the end, can indicate to what 

degree and on which points convergence has taken occurred within the European airline 

industry given these four company samples over the period 2009-2018. 

The structure of this chapter will follow the setup of the framework. Firstly, the competitive 

strategy and supply chain strategy are analyzed. By connecting the empirical findings with the 

framework logic, the link between competitive strategy and supply chain strategy is made. The 

year-by-year findings and developments per airline, give an overview of change including 

aspects on which the airlines have or have not converged. The aftermath of this chapter deals 

with the framework part that summarizes the company developments through time and makes 

a conclusion regarding intra-industry convergence. 

 The airline industry 

Since the 1990’s, European budget airlines have seen a significant rise of their presence in the 

European air travel market. Ryanair, Norwegian, EasyJet and Wizz Air are examples of brands 

that have grown on a basis of a set of strategic principles that have challenged legacy airlines. 

Whether if an airline is classified as “budget” or “legacy”, the main goal is to transport as many 

passengers to as many destinations as possible at minimal cost and maximum seat occupancy. 

There are several distinctions that can be made between the budget airlines and carriers such as 

KLM, Lufthansa and Scandinavian. Service output and quality perception remain points where 

airlines differentiate themselves. Consumers have come to adjust their expectations based on 

the name of the carrier they fly with, without always being aware of the full picture (Koklic, 

2017). 



40 

 

Air travel is an industry where low margins are a reality for most airlines. As the market is 

saturated for most routes, as consumers can choose between different carriers. This puts 

pressure on airline business models, to find the balance between cost effectiveness and service. 

Alongside this, fuel costs, high value investments, labor costs, regulations and a drive to 

standardization, have affected the strategies for every type of airline. The air travel market has 

changed significantly since the dawn of jet aviation and deregulation. Major trends are the 

shifting dominance away from legacy airlines and increasing direct airport connections instead 

of a hub-and-spoke model. Success for an airline is also highly dependent on the economic 

situation at the time (Kevin E. Henrickson, 2016). 

Carriers’ access to many forms of financing, leasing and payment plans, have enabled them to 

significantly increase fleet size. Despite some bankruptcies, mainly in Europe, the airline 

industry is growing, and revenue potential is increasing. Demand for air travel continues to rise 

amidst an environment of high uncertainty. An airline company’s success is governed mainly 

by its ability to fill capacity or load factor and managing costs (KPMG, 2018). The aviation 

industry is one that develops technologically at a high rate. Progress in terms of aircraft speed, 

reliability, comfort and digitization, drove the industry to lower cost and higher demand for 

flights. As new technologies become the norm, they help shape strategies and competitive 

positions while the industry was further deregulated. Geographical factors play an additional 

role as airlines are highly dependent on economic and social factors. The effects of these factors 

are tied closely to the region or nation airlines operate in. Strategic convergence is estimated 

from literature, to be dependent on customer expectations and cost factors, specific to a certain 

area. Some form of mandatory standardization drives airlines to be more or less similar (Cook, 

G. N., & Billig, B. (2017).  
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Convergence between low-cost carriers and full-service carriers is a focus point for many airline 

specific studies. The traditional strategic decisions between LCC’s and FSC’s are as follows: 

Full-service carrier Low-cost carrier 

Heterogenous fleet  Homogenous fleet 

Hub-and-spoke model and main airports Point-to-point traffic and secondary airports 

Code sharing No code sharing 

Multiple flight legs booking One-way fares 

Multi-class cabin Single class cabin 

Comprehensive included service No frills 

Table 2: airline characteristics 

Full-service and low-cost carriers are not always clearly defined and are deemed a spectrum 

Klophaus, R., Conrady, R., & Fichert, F. (2012). This spectrum is divided in 1) Pure low-cost 

carriers 2) Hybrid carrier (HC) with low cost focus 3) Hybrid carrier with full-service focus 4) 

Full-service carriers. The subset of airlines in the method part attempted to mix these four 

categories. Since a longitudinal study is carried out, shifts from one category to another can 

potentially be identified. Roughly, as of 2018 the subset can be categorized as: 

• Hybrid carrier with low cost focus - EasyJet 

• Hybrid carrier with full-service focus – Norwegian Air 

• Full-service carrier – SAS & KLM 

From a general scan of the policy papers, it seems that EasyJet has shifted from a pure LCC to 

a hybrid and Norwegian from a hybrid with low cost focus to a hybrid with full-service focus. 

SAS and KLM remain full-service carriers throughout but are expected to have been 

implementing processes akin to low-cost carriers. Since the purpose of this study is not to 

categorize airlines, no further detail will be spent on this topic. However, understanding these 

categories helps to understand the logic behind findings in the competitive and supply chain 

strategies. The low-cost/hybrid/full-service spectrum also provides further reasoning for subset 

selection. For the sake of easy following of the analysis section, the term LCC is still used 

instead of HC to represent Norwegian Air and easyJet.  

Overall, the airline industry provides an interesting intra-industry convergence case, with its 

large internal and external challenges and intense competition. 
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 Competitive strategy analysis 

 Strategic vision, mission and objectives 

The airlines have distinctive strategic visions and missions, but the objectives tend to be similar 

or have become similar over time. The vision and mission of SAS and Norwegian have become 

more similar over time as Norwegian started to focus more on service in the ground and in the 

air. Before, there was more separation as Norwegian put more emphasis on expanding and low 

costs. Both airlines want to become preferred supplier in Scandinavia and their ways and means 

to accomplish this have become more similar. KLM has had a steady mission in wanting to be 

Europe’s preferred supplier, not dissimilar to other airlines. The vision of KLM is to provide 

customer intimacy and has not changed much although an increased focused on efficiency is 

mentioned, like the other airlines. EasyJet’s vision is to become Europe’s preferred through an 

extensive point-to-point network. EasyJet also started to focus more on the business travel 

market instead of mainly the leisure segment. The point-to-point network and hub-and-spoke 

network are competing concepts and are applied differently by the airlines. KLM and SAS 

follow the hub-and-spoke model while Norwegian and EasyJet use point-to-point and hubs. 

Norwegian became a hybrid in this regard as it appeared to have increase its number of bases 

while maintaining its hub in Oslo and Stockholm. 

Overall it can be stated that mission and objectives remain static between 2009-2018 with slight 

alternations and expansion. The vision remains similar for KLM and EasyJet while SAS and 

Norwegian have shifted somewhat. SAS, which focused initially on business travelers, now 

focuses on frequent travelers of any kind through loyalty and initiatives. Norwegian seemed to 

cater more toward the business traveler more and more in terms of service although it has less 

customer intimacy programs than SAS. SAS and KLM also seemed to have introduced more 

modular product offerings, similar to what budget airlines have used.  

 Resource allocation 

Based on the data, airlines seem to have a similar resource pool in line with their uniform target 

segments. Aircraft, airport slots, digitization and capacity are the main resources that show up 

in the airline’s strategic plans. Other resources such as people, fuel and IT systems receive 

attention as well. Both de-regulation in terms of market access and regulation in terms of 

aviation institutions and law related to safety and procedures heavily affect airline resource 
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policy. Similarity is a given in such a scenario is therefore not unexpected. Still, the amount of 

resources and their utilization differs according to the vision and situation of the airline. There 

are signs of increasing similarity in several aspects that relate to resource management. 

Norwegian and EasyJet have had a standardized fleet of aircraft since the beginning of the 

analyzed period. EasyJet has an all-Airbus A320 fleet and Norwegian has had an all-Boeing 

737 fleet. SAS had a diverse fleet until 2012 when the airline started to move toward a 

standardized Airbus fleet as well. KLM kept a diverse fleet consisting of Airbus, Boeing and 

Embraer. The airlines all phased out old aircraft to make way for more efficient and modern 

ones. Two airlines started with a standardized fleet, one is moving toward a standardized fleet 

and one keeps it diverse fleet. Standardization means lower training, maintenance and general 

operations cost. It seems that all airlines claim to praise and prioritize their staff, but labor issues 

have arisen at some point for all companies. This is a biproduct of financial pressures and a 

relentless push for efficiency and cost-limitations which appear for all airlines. All airlines seem 

to have converged in terms of digitization although their purposes seem to differ somewhat. 

Operational digitization appears everywhere to realize higher efficiency. SAS and KLM have 

invested heavily in customer-centered digitization, while Norwegian and EasyJet have this in 

limited form. KLM and SAS have invested heavily in customer service and experience overall 

through lounges and staff training.  

 Core competence 

There seems to be a larger variation in core competence between the four airlines within the 

competitive strategy dimension, compared to other components. Whereas resources are largely 

shared, and visions are similar, the ways toward the visions differ. The core competence must 

lead to a maximum load factor and financial performance regardless. Convergence in terms of 

core competence seems to occur when airlines start to compete on each other’s networks and 

target segments. Bear in mind that the core competence is also partly vision, meaning it might 

not be true or have been achieved yet. As the goal of the framework is not to verify strategic 

effectiveness, this should be considered. 

KLM’s core competence is the ability to provide a substantial network and customer intimacy 

experience. SAS seems to emulate some of this as well through offering a complete product 

and well-rounded service. This appears to refer to providing an “all-in” service instead of a 

modular service. Norwegian moved away from only being “cost focused and having a friendly 
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service” to a more sophisticated service while maintaining the cost focus. Norwegian further 

states that it has the ability to fill underutilized and overpriced continental and intercontinental 

routes. Norwegian seems to aim for a hybrid strategy, although third party analysts are worried 

that Norwegian in actuality is stuck in the middle, a dreaded position to be according to Porter. 

EasyJet’s core competence lies in its extensive continental network and apparent efficiency, 

flexibility and frequency. EasyJet has converged little relative to other airlines, as it seems to 

have maintained the same strategy throughout 2009-2018. The exception is that EasyJet has 

increased appeal toward the business traveler through broadening its service offerings and good 

value fares. Norwegian has become more similar relative to SAS through expanding towards 

trans-Atlantic routes, continental routes and regional routes. The ability to service these 

networks with an increased service level means that SAS and Norwegian have indeed become 

more similar. Both Norwegian and SAS have named each other as direct competitors 

accordingly.  

Other general core competencies that have (or should have) equal focus amongst the carriers 

are safety and sustainability. There is little room to differentiate in terms of safety. For 

sustainability, airlines can choose to modernize their fleet and operation, something which has 

the attention of all airlines in this study. 

 Corporate and business strategy 

The business strategies of the four carriers seem to cover two main topics consisting of 

efficiency and market segment. SAS, KLM, Norwegian and EasyJet faced a very challenging 

period after the 2008 economic crisis. Particularly SAS nearly faced bankruptcy and made a 

drastic shift in its strategy by shifting focus toward key points: (1) focusing on frequent travelers 

(2) enhancing the network and seasonal flexibility (3) invest in products to improve customer 

offering (4) separating and streamlining operation platforms (5) efficiency improvements. This 

is by no means a unique strategy as the other airlines show signs that they follow these five 

focus points as well. However, there is some difference in terms of prioritization. KLM, before 

2015, focused on “getting the basics right”. This strategy also included, efficiency and process 

streamlining, developing the customer experience through network expansion, improving 

reliability and overall product improvements. Norwegian and EasyJet shared similar initiatives 

although they had less focus on improving efficiency through time than the FSC’s, as this was 

already centered in their strategy. KLM transitioned their corporate strategy in 2015 when they 
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increased focus on decreased costs, investing in the future and transforming the organization, 

which is a recurrent theme as well. 

It seems that the FSC’s have adapted their business strategies to defend themselves against 

external threats including the budget carriers. The budget carrier strategies have functioned as 

disruptors in this regard. Naturally these have converged and both type of airline, started to 

invest in successful elements that have worked for either type of airline. 

 Strategic highlights 

This section provides an overview of important strategic developments per year per airline. A 

potential flaw is that, on their own, these strategies might be long-term ambitions that might 

not be followed up. From the supply chain analysis, strategy implementation and operational 

affects will become clearer.  

SAS  

2018: SAS continues with its 4Excellence program launched in 2012 to return to profitability. 

The focus on frequent travelers making more than five trips, a comprehensive network, high 

quality product and operational efficiency are spearheads of this strategy. Digitization is a red 

line through these improvements. SAS was profitable in this year. 

2017: Continued previous initiatives. 

2016: The SAS strategy remains focused on frequent travelers who desire a better travel 

experience. The 4Excellent program continues to improve strategic and operational processes 

in order to be able to compete with LCC’s. Innovation and digitization must lead to a loyal 

customer base. SAS increased the number of subcontractors to focus on its core operation. Fleet 

simplification and modernization continues.   

2015: Additional routes in Asia and the US have been opened. SAS welcomed new aircraft and 

lounges to improve product quality. 

2014: SAS focuses on frequent travelers and upgraded its products in light of this. Customer 

experience and comprehensive service are important for SAS. The airline has opted for a 

modern all Airbus fleet. Core added value lies in a broad network and digital innovation. 
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2013: SAS simplified its offering and focused on fast track services on some airports while 

upgrading lounges. SAS introduced additional customer platforms to cater to its most loyal 

customers 

2011 and 2012: Financial problems force SAS to change its structure through simplification of 

its business and operational processes. Thereby the airline also increased focus on leisure travel 

instead of only business travel. SAS launched its 4Excellence strategy consisting of commercial 

excellence, sales excellence, operational excellent and people excellence. In reality these 

projects are basically restructuring of processes to reduce slack.  

2010: SAS’ strategy is to offer a premium product with a higher service level on a large 

network. To counter LCC’s, SAS attempts to offer “higher value for money”. The main target 

group of SAS is the business traveler and is expanding its network. 

2009: SAS focuses on the Nordic home market and, in particular, business travelers. 

Operational improvements pertain to its planning and routing systems and airport-based 

processes to improve service. Fares are adjusted to compete with LCC’s like Norwegian. Non-

profitable routes have been closed and older aircraft are being phased out. Digitalization efforts 

aimed at service are introduced. 

KLM 

2018: Strategy from previous years in terms of customer centricity and operational investments 

continue. KLM has become more stable allowing for more investment opportunities in terms 

of customer service as the airline continues to compete with other airlines.  

2017: After reviewing its strategy, KLM redirected focus to solve problems with its staff and 

profitability. The long-term fleet renewal plan continues and new destinations in Asia and 

Europe have been added. Digitization on operational levels continues to increase efficiency. 

2016: The goal of KLM is the be Europe’s most customer centric, innovative and efficient 

network carrier. In practice, KLM attempts to innovate its operation to cater to customer 

satisfaction and operational performance. Emphasis is placed on its competitive intercontinental 

and European network. 
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2015: Purpose refined as becoming the most customer centric airline of Europe. The airline 

launched a strategic campaign to continue to renew its fleet and make its cost base more flexible. 

The strategy was reconfirmed overall to drive further organizational transformation. 

2014: The airline launched additional digitization projects like a customer information system 

and other digital services aimed at customer convenience. The older fleet is phased out and 

more efficient aircraft are purchased.  

2013: KLM states customer intimacy as a core value. Through fleet renewal and service 

digitization, KLM attempts to offer additional value for customers. 

2012: KLM wants to position itself as highly service oriented by improving the quality of its 

services. KLM started projects to both improve operationally while also improving customer 

service. 

2011: Further restoring of pre 2008 network intensity and fleet renewal with increased focus 

on China. Further focus on increasing synergies within the KLM group. 

2009, 2010 and 2011: Focus on recovery by expanding and increasing network intensity and 

fleet renewal. KLM acknowledges intense competition from LCC’s. 

Norwegian 

2018: Further emphasis is placed on fleet efficiency and digitization. As Norwegian had poor 

financial results, further strides are being made to make the operation more cost-effective. This 

has not yet presented significant results yet partly due to rising fuel prices and a complex 

organizational structure. 

2017: Norwegian continues to follow its low-cost model but shows strong hybrid aspects 

through wanting to provide decent service. The airline wants to compete on short-haul, long-

haul and medium haul from point-to-point and hub routes. The organization is rather complex 

with new subsidiaries with varying performance. The modular service is maintained, and the 

airlines operating model is restructured.  

2015 and 2016: The network is expanded to achieve more revenue growth and efficiency. Poor 

financial result in the recent years force Norwegian to find the balance between its LCC identity 

and its attempt to provide good service as well.  
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2012, 2013 and 2014: Norwegian restructured the organization to further optimize its operation 

and facilitate international growth. Two new subsidiaries are to be established to compete on 

international routes. Norwegian maintains its all-Boeing fleet but adds the 787 for international 

routes. 

2009, 2010 and 2011: Norwegian’s strategic focus lies on point-to-point markets that have been 

overpriced or underserved. Norwegian follow a cost focus strategy with a focus on efficiency. 

Components of Norwegians strategy include low-fares and a high-quality travel experience, a 

modular service, comprehensive network, a lean organization and aggressive cost reductions.  

EasyJet 

2017 and 2018: Customer service and experience gained increased attention and customer 

loyalty gained importance. EasyJet now follows a hybrid strategy of both a highly efficient 

operation and differentiated service portfolio to cater to both business and leisure travelers. 

2015 and 2016: EasyJet moved their operations to traditional hubs, increasing disruption for 

FSC’s. The airline started to focus on the business traveler needs as well, further increasing 

competition. Higher frequencies and slots improved flexibility and network reach. The cost-

effective focus remained including the highly standardized and lean organization. 

2013 and 2014: The airline continues its network strength and cost savings focus. Flexibility, 

on-time performance and a lean process are core strategic aspects. One aspect that has been 

improved is the digitization effort to minimize cost of disruption and improve customer 

satisfaction. Digitization further helps to ensure operational effectiveness. 

2011 and 2012: Continuation of previous cost focus and expansive network. Increased 

emphasis on on-time performance and operational effectiveness.  

2009 and 2010: The goal of EasyJet is to get and maintain Europe’s number one network 

structure. EasyJet attempts this through having many bases and point-to-point routes. A core 

strength is EasyJet’s airport presence. The airline focuses heavily on efficiency and cost 

reduction. The digital initiatives are aimed at streamlining the customer process and operation.  

 Service Supply Chain Strategy 

This chapter will examine the supply chain strategies of the four airlines. 
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 Capacity and resource management 

The way airlines handle their resources are in conjunction with their competitive strategy, 

nevertheless, the purposeful resource handling always concern focused effort to optimize cost. 

Capacity and resources management in the airline industry mostly regard fleet and aircrew 

management in relation to overall service capacity and average cost of service.  

 Fleet management 

Regarding fleet management, the LCCs has generally been striving for a uniform fleet of 

efficient aircraft with possible variation in capacity for different route setups. In the case of 

Norwegian Air, their fleet had a single aircraft line of Boeing 737 in 2009, added the Boeing 

787 Dreamliner in 2012, and supposedly, the Airbus 320neo in 2019. EasyJet always have one 

aircraft type namely, the Airbus 319/Airbus 320. The movement of fleet structure for the two 

LCCs has been to phase out the old aircraft and increasing the new efficient, and environmental-

friendly types. Total number of aircrafts has increased steadily with the airline growth. Asset 

structures regarding fleet of LCCs are partly owned and partly leased, with the former as being 

more prominent.      

On the other hand, the FSCs had a more diverse range of aircraft at the start. Both SAS and 

KLM had a large variation of aircrafts in their fleet to offer higher range of services and product 

scope, regarding destination, time and distance travel. In 2012, SAS had 8 aircraft lines in their 

arsenal while KLM has always had at least 5 aircraft lines. However, both FSCs have 

standardized their fleet toward a uniform formation sooner or earlier. SAS ‘decreases their 

aircraft types from 8 to 3 from 2012 to 2015’ (SAS Annual Report 2015), and from then 

stabilizes with a fleet, comprising of Airbus A320s/A321 and Boeing 737s, Airbus 

A330/A340/A350. While, even though starting with a more uniform fleet, KLM also decreases 

to a fleet of 5 aircraft types in 2015, containing Boeing 787, 747/737, 777, Airbus A330 and 

Embraer. The total number of aircraft for both FSCs fluctuated during earlier years, then either 

stabilize or increase. Asset structures regarding fleet of FSCs are partly owned and partly leased, 

with the later as being more prominent. 

Overall fleet development of the airlines can be visualized through following graphs.  
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Graph 1: Number of aircrafts of focused airlines  

 

 

Graph 2: Number of aircraft lines of focused airlines 
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Graph 3: Asset structure of fleet of focused airlines 

 Aircrew management 

All the airlines have their labor policies and collective agreements, updated regularly 

throughout the studied period. The coded ‘aircrew and labor policy’ are repeatedly found and 

proved as one of the common theme in the Airline annual report data. The overall purpose of 

refining labor policies is to enhance productivities, capabilities and internal satisfactions while 

reducing the pressure of labor cost as faction of operating expense. However, as competition 

and economy recession hit the legacy airlines harder, the streamlining attempts regarding 

aircrew management for efficiency of the FSCs, especially in case of SAS, are more noticeable. 

A major change happens in 2012-2013 as SAS quote in their annual report regarding their 

‘restructuring program’:  

“The new agreements that were signed in November 2012 mean significant enhancements in 

planning and scheduling efficiency. The new employment terms were fully implemented in the 

spring of 2013 and resulted in a productivity increase in excess of 7% for the year. The new 

agreements are also open to the possibility of using wet leases to create additional flexibility 

and balance to counter seasonal variations in demand.” 

and earlier in 2010: 

“Permanent personnel reductions in production units and further savings in purchasing” 
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 Summary of capacity and resource management  

The movement of fleet formation of the airlines demonstrates converging characteristics. Even 

though the starting point figures is vastly different, the movement of both FSCs’ and LCCs’ 

fleets slowly converge toward uniform arrays of less aircrafts type. Overall, fleet development 

of airlines, especially in case of FSCs, represents the converting of service supply chain strategy 

from being tailored early for flexibility, to accommodating efficiency in a leagile approach later. 

The service supply chain converging characteristics of the airline industry toward a leagile 

resource structure also represent the convergence toward hybrid on the competitive strategy 

level.    

The total number of aircrafts also direct to a similar stance, representing similar operation scale 

of the airlines, with exception of EasyJet. Overall capacity and efficiency of the airline, 

however, can be seen in a more descriptive way in relation to asset utilization, representing by 

unit cost.  

 

Graph 4: Capacity of focused airlines 

Available seat kilometer: ‘captures the total passenger capacity of an airline’s 

flights in kilometers. It is calculated by multiplying the total number of seats 

available for passengers and the total number of kilometers in which those seats 

were flown.’ (AirlineGeeks, 2015)  
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Graph 5: Unit cost of focused airlines (per available seat kilometer) 

A glance at airlines performance from above charts demonstrate that LCCs show more 

impressive capacity growth. Meanwhile, FSCs has a more decent cost control, represented by 

steady unit cost reduction whereas such figures of LCCs change slightly or remain stable. This 

is another indication of convergence as FSCs become more efficient while LCCs’ ability to 

offer larger range of service grow faster.   

Regarding labor policies, all airlines have the tendency to refine their strategy on this regard to 

achieve more efficiency. This aspect strengthens the characteristics of the airline industry 

toward a leagile service supply chain. Overall, in the airline industry, capacity and resource 

management seems not to be the area where firms strive for differentiation and create 

distinguishing values from the competition.  

 Demand management 

Demand management in airline industry majorly concerns managing geographical scope, route 

characteristics and flight scheduling as well as flight frequency. This service supply chain 

aspects of airline industry are critical demonstration of airline strategies (Homsombat & Lei, 

2014).  
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 Geographical scope and route 

Both FSCs under study operate on a worldwide scale with geographical scope within Europe 

as well as between Europe and other continents’ main destination. Moreover, both airlines have 

strong focus on short-haul market within Europe. It is important to note the distinguish 

characteristic of SAS, which is its focus on Scandinavian home market, especially business air 

travel segment. In 2009-2011, SAS removed 57 route which is a major part of their leisure 

offering, however, the airlines add them back later to diversify their route network and 

strengthen focus on leisure market as the segment demand increases while business travel 

stagnates. The route number of both FSCs are increased marginally and reach 123 and 166 

destinations for SAS and KLM respectively.  

In the case of LCCs, their route structure change more dramatically during the studied period. 

Accordingly, Norwegian Air changes from a portfolio of short-haul flights within Europe 

coupled with some long-haul routes to a structural focus on long-haul routes and efficient 

scheduling short-haul, for both leisure and business customers, on overpriced or underserved 

route.  Geographical footprint of Norwegian Air spread wider and wider worldwide during the 

studied period.  

Year  2011 2013 2015 2017, 2018 

Norwegian 

Air 

geographical 

scope 

Route portfolio spans 

across Europe as well 

as into North Africa 

and the Middle East, 

serving both business 

and leisure markets. 

Route portfolio 

stretches across Europe 

into North Africa and 

the Middle East, as well 

as Thailand and the US 

Route portfolio 

stretches across Europe 

into North Africa, the 

Middle East, North 

America, The 

Caribbean and 

Southeast Asia.  

Route network stretches 

across Europe into 

North Africa, the 

Middle East, North 

America, the Caribbean 

and Southeast Asia.  
 

EasyJet, however, has specifically targeted to increase their influence on high-traffic European 

routes with their presence on tier 1, tier 2 airport in Europe. Their route philosophy has remained 

stable however the number of routes increase drastically from 422 (easyJet Annual Report 

2009) to 797 (easyJet Annual Report 2018).  
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The trait that all airlines within the study has in common is that they aim to optimize their route 

structure, with both removal of inefficient routes and addition of valuable, strategic routes for 

creating specific value for their targeted customers.  

 Flight Scheduling & flight frequency  

All the airlines attempt to optimize flight scheduling in accordance to seasonal, time and traffic 

factors to maximize fleet utilization and improve load factor. However, there are some key 

unique distinguishing characteristics for some Airlines taken from their scheduling 

optimization.   

In case of SAS, while the airline optimizes flight schedule to reduce frequency and cost, 

however, they aim regardless to maintain a very frequent and flexible schedule for frequent 

business route to and from Scandinavia region. Also, the airline underline punctuality in 

scheduling.   

Norwegian Air scheduling strategy emphasizes seasonal schedule optimization as in 

configuration of the route portfolio to add more flights for busy routes or introduce season-

special routes, and at the same time, to remove or reduce flights for low traffic route in 

accordance to seasonal demand. 

EasyJet, on the other hand, keep a stable frequency on their core routes for schedule quality. 

For the less popular demand route portfolio, they “remain alert to opportunities to refresh the 

route mix and offer more choice” and attempt “continued improvement in the mix of routes, 

with the ability to respond quickly to increases or decreases in demand from customers 

including in season”.  

 Summary of demand management 

All airlines within the study are similar in their efforts to optimize route network and scheduling 

for cost efficiency and efficient asset utilization. In a hindsight comparison, the difference is 

that FSCs, especially in the case of SAS, have more thorough route optimizing attempt while 

LCCs impressively increase their route structure, and at the same time, operating scale to catch 

up and become similar in size.  

However, the airlines distinguish themselves and remain unique by value differentiation in 

streamlining as well as broadening schedule and route network in accordance to preferences of 

targeted customers segment. Nevertheless, in term of supply chain strategy, their differentiating 



56 

 

attempt are similarly a representation of common lean characteristics which are ‘identify 

customers and specify value, identify and map the value stream’.  

 Supplier relationship management 

The main suppliers and partners for airlines, presented in their documents, are alliance that they 

are a part of, airports that they operate in and other main commodity and functionality suppliers, 

for example, aircraft producers, ground-service handing suppliers, aircraft maintenance service 

providers.   

 Alliance 

The two FSCs in the study both engage in extensive alliances to take advantage of the shared 

‘hub to hub’ and ‘hub and spoke’ network that connect main national airports, and regional 

airports all over Europe and worldwide. SAS is a member of the Star Alliance (SAS Annual 

Reports, 2009 - 2018) to increase the reach of its flight network to 1300 destinations via the 

alliance in 2018. KLM is similarly in alliance (KLM Annual Report, 2018), as a form of joint 

venture with Air France, Delta Air Lines, Alitalia (Europe & Transatlantic), Kenya Airways 

(Africa), China Southern Airlines / Xiamen Airlines, China Eastern Airlines and Air Mauritius 

(Asia). KLM’s alliance helps the expansion of its flight network in all continents worldwide.  

Alliance has always been a more or less a unique advantage of FSCs as the old airlines formed 

strategic alliance in the established industry. However, the competition has a recent 

development as Norwegian, as an LCC, starts to form their own alliance with their statement in 

Norwegian Annual Report 2018: “Build global low-cost alliance with Norwegian’s long-haul 

operation as the backbone”.   

 Airport  

Maintaining cooperative partnership with key airports are important for airlines because airport 

charges, airport clearance processes, airport services are crucial criteria of competition for 

airline services to drive passengers’ satisfaction (Bogicevic, Yang, Bilgihan & Bujisic, 2013). 

Accordingly, all airlines within the study uphold a close relationship with certain airports.      

In the case of FSCs, they aim to achieve long-term collaboration relationship with airports in 

their key market, usually, also their home bases. Accordingly, ‘SAS has long-term partnership 

and collaboration agreements with the operators of main airports at Arlanda, Gardermoen and 

Kastrup’ (SAS annual reports). The airports represent the Scandinavian air transportation gates 
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of Sweden, Norway and Denmark respectively. Similarly, KLM has a tie cooperation with 

Schiphol airport as their home base with multiple cooperative effort regarding improve airport 

operation, airport processes and airport services (KLM annual report 2015). Due to current and 

future predictable congestion at Schiphol, KLM is also looking forward to prospective 

partnership with Lelystad Airport (KLM annual report 2018).  

Airports focus is a key differentiating characteristic for EasyJet within their supply chain 

competitive strategies. The airport focus theme is repeatedly mention in the company’s annual 

report. easyJet states that they aim to be ‘number 1 or number 2 in primary airports in Europe 

and give customers the leading offer in the airports that they want to fly to’ (easyJet annual 

report 2018). Also, prior in annual report 2012, 2014, the company focus on building strong 

number 1 and 2 network positions at primary airports in Europe. This close cooperation with 

major airports to achieve strong network position in Europe is unique for easyJet, given that, as 

an LCC, usual strategy is to operate and cooperate with secondary, low-cost airports (Dziedzic 

& Warnock-Smith, 2016).   

Norwegian Air follow a strategy of cooperation with both major airports of their route portfolio, 

near home base, and less prominent airport at far destination. The mention partnered airports of 

Norwegian Air in Europe are Gardermoen, Oslo, London Gatwick, Dublin while the airline also 

looks ‘lower landing charges of smaller US airports’ (Norwegian Air Annual Report 2017).  

 Other suppliers 

For general service suppliers, most known are ground-service handling and aircraft 

maintenance partners, all airlines have similar approach as they partly outsource these services 

and strive for formation of strategical partnership to achieve cost efficiency.    

In the airline industry, civil aircraft suppliers have a semi-monopoly position. All the airlines 

have long-term and flexible plan of fleet in form of future contract with either Boeing or Airbus 

or both. There is little distinguishing value can be achieved in form of strategic partnership with 

main aircraft suppliers in the airline industry.  

 Summary of supplier relationship management 

Currently, in the regard of supplier relationship management of airline industry, alliance is a 

distinctive feature of FSCs, given that these industry players have been in the competition for 

longer time for forming strategic cooperation. However, sign of industry convergence has 
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recently shown as Norwegian Air plans to form their own low-cost long-haul alliance. Given 

time, FSCs and LCCs might become similar in this threshold.  

In a converging industry with certain similar traits, a unique critical aspect can always be 

identified and chosen to be focused and utilized as to create distinguishing value for the 

competition. This is the case of easyJet with their strategy regarding aiming for number 1 or at 

least number 2 positioning at primary, high traffic airports within Europe.  

 Customer relationship management 

Customer relationship management in the airline industry are usually in the form of loyalty 

program to form long-term mutual, beneficial relationship with frequent customers. The airlines 

under study all have their different customer loyalty programs.  

SAS’s loyalty program is called EuroBonus and its number of members has increased steadily 

from 2.7 million in 2009 to 5.6 million in 2018. The value of the loyalty program lies in enabling 

frequent flyers “to use their EuroBonus points to book online within the Star Alliance network, 

and a new feature that allows points to be shared with family and friends” (SAS annual report 

2018). The points can also be used to purchase tickets to concerts and other special events, 

before they are released to the general public.  

KLM in corporation with Air France has their Flying Blue loyalty program with 15 million 

members in 2018. Members of Flying Blue program ‘acquire miles as they fly on KLM, Air 

France or with other partner companies. These miles entitle members to a variety of benefits 

such as free flights with the two companies or miles can be used towards the purchase of 

additional flight services (KLM Annual Report 2018).’ 

Norwegian Air relaunch their Norwegian Reward program in 2009 and the loyalty program 

reaches 8 million member in 2018. Members of Norwegian Reward ‘earn CashPoints when 

they book Norwegian flights or buy products or services from partner companies. Loyal 

members can then use CashPoints as full or partial payment on all Norwegian flights and other 

products or flight services without restrictions. Norwegian Reward has also introduced further 

member benefits, which members can claim after every 6th flight and use at any time within 12 

months. The additional benefits include free seat reservation, free baggage, free FastTrack or a 

CashPoint boost (Norwegian Annual Report 2018). 
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The LCC easyJet, however, has a different stance regarding special customer program. They 

have the paid-membership program easyJet Plus, which was introduced in 2009 with 20,000 

members across Europe. The program enables speedy boarding pass for frequent customers. 

easyJet is developing and designing a new loyalty program with the goal of launching it in 2020 

across key European markets.  

 Summarize of customer relationship management 

Within supply chain strategy, customer relationship management is currently not a 

differentiating aspect for airline industry. All airlines have a loyalty program that rewards 

customers based on the distance or the expense that their past flights generate. The offered 

rewards are commonly free flights, upgrade flights, additional flight services or compliment 

external presents. easyJet may be behind the loyalty program development curve, however, the 

LCC is planning to catch up with a promising loyalty package for customers. The LCC plans 

to innovatively approach the loyalty system with customer data driven and intends to generate 

distinguish value in the competition with its prospective loyalty program. However, the thesis 

focuses on current approaches of airlines and the conclusion within this regard is that airlines, 

within the study, are very similar with their implementations of the industry-norm loyalty 

program. 

 Service delivery management 

Services, that the airline industry provides, are built upon airline operation process and 

additional ancillary service offering. Service delivery is the respective functioning aspect that 

is equal to operation management in manufacturing supply chain.   

 Operation process: 

Lean and efficiency attempts are permeated throughout the airlines’ operation process 

description in their documents. Firstly, SAS has continuously applied lean effort to increase 

operation efficiency and reduce cost. Some major themes of lean operation are presented in 

their annual reports throughout the period under the study, especially at the start. Some of the 

prominent statements from the airline are as following:  

• 2009, 2010: ‘SAS applies a leaner administration and greater centralization of the 

organization, better process management and planning in SAS Ground Services and 

SAS Tech, also, permanent personnel reductions in production units and further savings 
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in purchasing. Furthermore, SAS carries out new cost initiatives increased cost 

competitiveness: implemented capacity reduction as certain percentages of Available 

Seat Kilometer.’   

• 2011: ‘Overall, the company strived for Operational Excellence: increase efficiency and 

reduce Cost per Available Seat Kilometer. SAS’s number of employees in 2009–2011 

declined approximately 4,600. Lean practices were introduced throughout the entire 

organization with adoption of best operation practices. Certain innovative and time-

saving service on the ground was implemented.’  

• 2013, 2014: ‘SAS introduced lean to all production processes. At the same time, new 

collective agreements that reduced costs and enabled increased productivity was 

applied. They also restructured the sales organization and centralized administration. 

SAS continued to simplify and improve its offering on the ground and in the air.’  

• 2015, 2016: ‘SAS’s management processes have been integrated with the Lean 

principles to create a clear objective and action plans for all operations. Also, the new 

simplified collective agreements for pilots achieved extensive efficiency enhancements 

while maintaining quality in the areas of administration and sales, from which 285 

employees have left SAS’  

• 2017, 2018: ‘SAS introduced the efficiency program, streamlined internal processes, 

through measures including enhancing systems support for network planning, general 

staffing reductions and reducing the number of consulting hours. SAS also worked hard 

to improve operational efficiency.’ 

Aside from lean operation features, the company also tries to enhance flexibility, an agile 

characteristic, in services offer to its customers. The efforts consist of upgrading of fleet, cabin 

interiors and lounges (SAS Annual Report 2013) as well as providing a customer offering with 

greater flexibility, in which customers can increasingly select services and comfort levels (SAS 

Annual Report 2017). 

In the case of the other FSC, KLM similarly adopts an operation excellence program from 2015, 

which ‘entails delivering on its customer promise safely, effectively and at the lowest overall 

cost by integrally reshaping all products, processes, control, organization and information’ 

(KLM annual report 2017). Also, the company ‘used the lean start-up methodology, ground and 

flight staff work together to quickly identify and test ways to improve the departure process for 

both customers and crew, leading to increased passenger comfort and time savings.’ ‘In 2016 



61 

 

KLM applied replacement of the current process management approach to operations with a 

more integrated way of working and a redesign of the company’s internal processes. In practice, 

this means that choices and decisions are made in an integral way and that the staff from various 

divisions will work closely together to align efficiency targets. Following by operational 

changes of 2016, 2017 for KLM was a year to have a robust and stable operation with limited 

growth and as little complexity and variation as possible.’  

In the case of easyJet and Norwegian Air, the LCCs has always had a heavy focus on lean 

operation and efficiency to achieve cost advantages in the competition. The presences of lean 

and cost efficiency operation strategies are a recurring theme in the LCCs’ documents. Some 

of the permeating quotes, regarding lean, efficient operation processes, from the LCCs’ 

documents are:  

• ‘Norwegian Air continues to develop high-quality cost-efficient products and services 

through extensive use of industry-leading technology’ (Norwegian Air Annual Report 

2009). 

• ‘Obtaining a lean and efficient organization which makes decision making processes 

simple and direct’ (Norwegian Air Annual Report 2014). 

• ‘Secure an optimal operating model to handle fleet growth, international expansion, 

market access and efficiency in all parts of the operations’ (Norwegian Air Annual 

Report 2017).  

• ‘Systems implementation to drive efficiency. Leverage scale and recession to deliver 

procurement efficiencies. Efficient fleet management’ (easyJet Annual Report 2009).  

• ‘easyJet applies lean pipeline of initiatives to deliver £30 million to £40 million savings 

per year’ (easyJet Annual Report 2014).  Lean initiatives will continue to deliver 

(easyJet Annual Report 2016).  

• ‘Especially easyJet lean strategy (easyJet Annual Report 2018) include: up-gauging, 

Airport and Ground handling contract negotiations to improve efficiencies, crew 

productivity initiatives including seasonal basing and positioning, engineering and 

maintenance efficiencies and contract savings, improved disruption mitigation and 

management, savings through increased self-service and process improvements’ 
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 Ancillary service  

The approach to ancillary service was very different at the start of the studied period around 

2009 for the FSCs and the LCCs. FSCs had the flight package cover nearly all the flight services 

from baggage fee, choice of seat to onboard culinary, etc. While in the case of LCCs, the ticket 

fee covered only the flight itself, any additional ancillary service was subjected to additional 

charge to increase ancillary revenue. Also, the FSCs offered more sophisticated ground services 

such as airport lounge and access to other airport facilities. The situation is demonstrated by 

dated statements from the airlines in the table below.  

SAS 

“Fares are always important in choosing an airline. However, for 

many passengers, other values matter, especially when some carriers 

do not meet customer expectations or charge extra fees for things that 

SAS regards as a natural part of the ticket price.” (Annual Report 

2009) 

“Scandinavian Airlines’ price premium includes offerings such as 

access to lounges, Fast Track, an attractive network connected to Star 

Alliance and no hidden fees.” (SAS Annual Report 2009) 

No mention of ancillary service and revenue in old Annual Report. 

KLM No mention of ancillary service and revenue in old Annual Report. 

Norwegian Air 

“Ancillary revenues are becoming an increasingly important item in 

Norwegian’s revenue generation. Ancillary revenues are income from 

the sale of products and services to passengers other than the ticket 

itself, such as extra baggage, seating and Internet connectivity.” 

(Norwegian Air Annual Report 2009) 

easyJet 

“Ancillary revenue increased by 40.6% to £516.3 million in 2009, 

driven mainly by increases in the checked bag charge.”  

“We see a number of opportunities to drive continued growth in 

ancillary revenues by introducing initiatives that add value to our 

customer proposition. In-flight services continue to deliver improving 

revenue.” (easyJet Annual Report 2009) 
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However, the situation changes as FSCs recently find a way to offer multiple package to 

customers and drive ancillary income which were unique attributes of LCCs. In comparison to 

LCCs, some of the recent similar approach to ancillary services of FSCs are stated:  

SAS ‘SAS offers an attractive product with a high degree of freedom of 

choice, designed for travelers’ business and leisure travel.’ (SAS 

Annual Report 2017) 

“A customer offering with greater flexibility, in which customers can 

increasingly select services and comfort levels.” (SAS Annual Report 

2017) 

“At the same time as we are seeing demand for various ticketing 

concepts, more people are choosing to customize their travel 

experiences. This has meant that sales of our ancillary services — 

baggage, lounges, and pre-seating, for example — have trended 

positively, climbing to just over 25% during the fiscal year.” (SAS 

Annual Report 2016, 2017, 2018) 

KLM ‘In 2013 KLM took an important step forward to unbundle our 

passenger products. The airline analyzed every part of the product, the 

chain of booking, check-in, time at the airport, arrival and the journey 

home, in order to identify ways to diversify and offer additional and 

better products and services. They introduced the option of paying for 

baggage on European sectors and other ancillary services to 

complement the existing paid options such as choice of seat and extra 

legroom.’ (KLM annual report 2013) 

“Passenger revenues include receipts from passengers for excess 

baggage and inflight sales. Other passenger revenues are derived from 

commissions from SkyTeam alliance partnership arrangements and 

revenues from block-seat sales.” (KLM Annual Report 2017, 2018)  

‘questions and comments from passengers with connected WhatsApp 

to its sales systems, so the airline can sell flights, upgrades and 

ancillary services.’ (KLM Annual Report 2017). 
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 Summary of service delivery management 

In the area of operation process, all airlines heavily apply lean or operation efficiency, operation 

excellence efforts. One of the results is that the airlines achieve improvement in load factor and 

improve cost efficiency with average unit cost becoming similar at the end of the researched 

period (figure …). From this point of view, lean is a fairly prevalent characteristic of service 

supply chain operation. Within airline supply chain, service delivery is currently not a 

differentiating aspect as the industry generally have a rather collective approach to provide their 

customers with flight transportation service.  

Another aspect of service delivery management within airline supply chain is the management 

of ancillary service. This aspect is a clear demonstration of convergence characteristics in the 

industry as the service package that the airlines offer become similar under competition 

pressure. All the airlines, at the end of the 10 years study, customize their service offers with 

difference price charge in accordance to customers’ preference even though their approach to 

ancillary service started significantly different. Especially in the case of SAS, they claim that 

‘SAS is no longer perceived as expensive. In most cases, the company’s offered fares and 

packages are competitive with those of other market low-cost players’ (SAS Annual Report 

2016)’. 

 Order process management & Information and technology 

management 

The information available from the airline industry public documents demonstrates that order 

process management are heavily dependent on information and technology management. This 

analysis attempts to demonstrate these two aspects of service supply chain together to have a 

holistic and coherent perspective of them in the airline industry. Utilizing information 

technology to build a digital platform for customers booking is a norm in airline industry. 

Moreover, airlines need information and technology capability to connect with ticket, airfare 

searching and booking engines, which is the prominent platforms to connect to demand in the 

industry (Granados, Gupta & Kauffman, 2012). All the airlines within the study has 

demonstrated related capability as it is very necessary to survive the competition.  

SAS presents in its annual report (2009) the plan to implement new system ‘for quicker and 

easier Internet booking, more options for quick self-service check-in, Fast Track security at 
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many airports, quicker boarding, time- and fuel-saving choices of flight paths and faster 

baggage handling’. Furthermore, the company focused on ‘effective collaboration with 

retailers’ (2011) and ‘digitalization processes’ (2015) to improve ticket distribution. The result 

in 2018 for SAS is that their ‘new digital platform has enabled the airline to launch several new 

services and features to their EuroBonus members, for example, point sharing features for 

friends and families, lifetime gold membership for most devoted members and easy-to-use 

online booking throughout the entire Star Alliance network’. 

KLM had multiple information and technology development to improve their ticket distribution 

aspect. 

• 2013: ‘There is growth potential for online sales in emerging markets (Brazil, China, 

and Southeast Asia). KLM therefore aims to set up more digital acquisition channels for 

these markets. KLM has a mobile first strategy, which requires the airline to develop all 

digital products and services for use on mobile devices, including smartphones, tablets 

and laptops.’ 

• 2014: ‘KLM introduced several apps and other electronic services in 2014 to better 

serve its customers at various points in the booking process and journey.’ 

• 2017: ‘KLM invested heavily in digitization and training of frontline staff to offer more 

personalized services. Building on the rollout of iPads for all ground and cabin staff that 

was completed in 2016, in 2017 KLM delivered new apps that empower staff at all 

points of the customer journey. Staff can, for example, sell upgrades or provide 

compensation with the click of a button, or know whether customers are celebrating 

special events that require a personal touch.’ 

• 2018: “In the area of social media and digitization KLM made great progress. One major 

achievement was the introduction of a new distribution strategy. This enables KLM in 

developing new distribution capabilities that allows for more direct engagement with 

customers, thereby increasing customer intimacy, and quicker response to the changing 

needs of customers.” 

Similarly, capability to self-distribute ticket through digitalized channel are available for 

Norwegian Air. In, 2018, ‘share of sale through Norwegian Air own channels were 79%, 

compared to 80% in 2017. Sold seats through own channels include bookings through internet, 

apps, direct API, agent portal, corporate portal, allotment and group travels.’ Digital distribution 
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effort has existed as early as 2009 in the study period, presented in their annual report of the 

same year as ‘an investment for the development of Norwegian’s own systems for booking and 

ticket-less travel, various sales portals, back office and new maintenance system’.  

easyJet also invests substantially and achieve decent results with their information and 

technology capability. In 2014, their award-winning app has been downloaded by over ten 

million people and the use of mobile boarding passes continues to grow at a startling rate. The 

airline builds ‘their digital distribution strategy on three commercially mature channels: (1) 

easyJet.com, (2) Mobile - Industry leading app, (3) Balanced approach with Global Distribution 

System/Aggregator/Direct Application Programming Interface capability with retailers’ 

(easyJet Annual Report 2016). The result in 2018 is impressive as “easyJet has been at the 

forefront of digital innovation in the airline industry and its digital strategy is a core part of 

easyJet’s wider customer strategy” (easyJet Annual Report 2018). Their customers made 26.8% 

of all eCommerce bookings through mobile platforms in the 2018 financial year, with the 

functionality and accessibility of the app improve further. 29% of customers use mobile 

boarding passes during the year.  

 Summary of order process & information technology management.  

It is clear that all the airlines, LCCs and FSCs alike, are similar in their effort to improve 

information and technology capability as well as to employ digital distribution through new 

technological means, such as mobile devices and social media. The reason is probably that 

airline is closely related to one of the industry that is in the forefront of technology advancement 

with high level of capital investment, which is the aircraft industry (Esposito & Raffa, 2007). 

Also, the airline industry has developed a dependency on technology for their operational and 

strategic management with their long history of technological innovation (Buhalis, 2004).  
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5 Conclusion  

In this section, we present our conclusion regarding the intra-industry framework, its 

demonstrative use in the context of the European airline industry and potential for future 

research. 

Intra-industry convergence framework 

We started this thesis with the following question: 

How and to what extend can similarity and differentiation be analyzed and evaluated in a 

converging industry through consolidating competitive strategy and supply chain strategy 

theory? 

The how part of the question has been answered through examining convergence literature and 

concluding that frameworks have been used before for the purpose of evaluating industry 

convergence. What also has become clear from examining literature concerning intra-industry 

convergence, is that these tend to be highly focused on technology or specific to one industry. 

Our proposal was to make steps toward a framework that can guide intra-industry convergence 

analysis from less specific view. Competitive strategy has been identified as a means to capture 

the reasoning and means of a firm to achieve a superior position in the market. Comparing 

competitive strategies is a way of identifying convergence on a higher, strategic level. 

Supplementing competitive strategy analysis is supply chain strategy. This theory is used as a 

means to understand resource management. As the capabilities of a company to compete are 

dependent on its resources, capturing this view helps to further understand the fronts companies 

potentially converge on, especially since many authors believe that supply chains compete. The 

point to analyze and evaluate an industry for convergence, lies in the ability to identify industry 

norms and competitive behavior. Should a company wish to differentiate or adhere to a proven 

industry norm, knowing how competitors behave over time is necessary. Porter (1985) has 

introduced means to analyze competitors, but through our proposed intra-industry framework, 

analysis involve a longitudinal and supply chain factor. Therefore, through the intra-industry 

framework, long-term reasoning and trends can become more evident. 

  



68 

 

Intra-industry convergence in the European airline industry 

In order to demonstrate the use and to establish its effectiveness, the framework is applied in 

the context of European aviation. As there appears some separation in the style of presenting 

findings between competitive strategy and supply chain strategy, it should be made clear that 

we found competitive strategy components to be more interrelated. This warranted a more 

synergized presentation of findings while supply chain components could be discussed 

separately. This section aims to demonstrate the amalgamation of the theories within the 

framework. 

Convergence evaluation 

For the period of 2009-2018, SAS, KLM, Norwegian and EasyJet have converged in several 

respects. Interestingly, the airlines through time have cemented and invested in their core 

business philosophy and value proposition and in the process have become more similar. The 

vision to be the preferred carrier has been the same from 2009 for most airlines. The way to 

reach that vision has become more similar if we look at how strategies have been redesigned. 

The core competence of Norwegian has changed the most from originally being a low-cost 

carrier with friendly service and short-haul routes to become a hybrid carrier with full-service 

aspects, rivalling SAS’s network. Norwegian has improved its service, expanded its regional, 

short-haul and long-haul network and is now present in the hubs that SAS previously reigned 

over. Norwegian acted as a serious disruptor in the Scandinavian region forcing SAS to 

restructure its organization and cater to a wider market segment. SAS also was forced to 

introduce more modular service, more standardization and intense efficiency efforts, to rival 

Norwegian’s cost structure. KLM and EasyJet have converged through developing their core 

competence, efficiency and customer focus. Whereas EasyJet in earlier years had a modular 

and barebones product, the airline now caters more toward business travelers. KLM has 

introduced more modular aspects in its service and increased focus on a highly streamlined and 

efficient operation. Resource availability is somewhat uniform, and it can be concluded that 

airlines attempt to standardize their fleet, except for KLM. Based on these findings it can 

therefore be concluded that, based on strategic vision, mission, objectives, core competence, 

strategic resources and competitive business strategy the four subsets have converged between 

the period 2009-2018. 
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The following table summarizes the competitive strategy situation and convergence per year 

for the four airlines.  

Year                     Convergence  

2009 SAS and KLM focus on restructuring and recovering while Norwegian 

and EasyJet focus on expanding. Starting signs of convergence as 

Norwegian and EasyJet move their operations to hubs.  

2010 The airlines have begun to increase network intensity and investing in 

more modern assets. Efforts to redefine and restore strategies and 

operations can be identified. 

2011 Convergence in terms of networks as Norwegian expands on 

international markets, previously flown only by SAS by setting up a 

long-haul subsidiary. KLM is restoring its pre-crisis network intensity at 

the same time as EasyJet is expanding.  

2012 All airlines seem to start focusing more on customer experience/service 

to broaden their target market. SAS shifted toward catering to frequent 

travelers instead of only business travelers while EasyJet started to focus 

increasingly on business travelers instead of only leisure. KLM focuses 

on its hub role at Schiphol while Norwegian also caters to leisure and 

business travelers. All airlines improve their operation and product 

quality through digitization and refurbishing. 

2013 All airlines are phasing out their older aircraft for newer, more efficient 

models. SAS, Norwegian and EasyJet all aim for a standardized fleet 

instead of a more diverse range of aircraft they had some years ago. 

2014 Focus on lean processes and efficiency become a main theme amongst 

all airlines. The value proposition seems to be more cemented and well 

defined across the board. 

2015 KLM and SAS are making progress with campaign to transform their 

strategies and organization.  

2016 While SAS, KLM and EasyJet returned to profitability and stability, 

Norwegian has problems maintaining a profit. From examining 

Norwegians strategies, the airline seems to be a disruptor and 

responsible for much convergence with its direct competitor SAS. While 
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the airline is growing and expanding its network and services, it must 

avoid a stuck-in-the-middle scenario that Porter has warned for.  

2017 Norwegian and EasyJet have cemented their hybrid strategies by 

focusing profoundly on a broad market segment and through high 

intensity networks. Meanwhile SAS and KLM compete with their low-

cost subsidiaries while offering increasingly comprehensive service to 

maintain differentiation. Norwegian and EasyJet have also had a strong 

presence in hubs while maintaining a point-to-point structure.  

2018 EasyJet is investing more in customer service in an attempt to motivate 

travelers with higher expectations to travel with them, meaning a further 

thrust toward the FSC model. Meanwhile, KLM and SAS are putting 

more emphasis on efficient processes and modular services. The four 

airlines also face intense competition from competitors and outside 

forces.  

 

The perspective from service supply chain strategy give a detailed level on the convergence, 

driven by competition, of firms within the airline industry. Approaches of firms to different 

aspects of service supply chain strategy, within a converging industry, can be similar, different 

and converging, or distinguishing to create differentiated business value from competition.  

Table below summarize the similar, distinguishing or converging characteristics of The FSCs 

and LCCs during the period within the study.  

Aspects of service 

supply chain 

Development within the industry Characteristics 

Capacity and 

Resource 

Management 

The airlines started differently, however, they 

become similar in scale and in the way that they 

manage capacity and resource for flexibility. 

Converging 

Demand 

Management 

The airlines also started with different routing and 

scheduling logic, however, their strategy of 

optimizing seasonal schedule and route is 

becoming similar to meet fluctuate demand of 

airline industry. Nevertheless, the route portfolio 

Converging & 

Distinguishing  
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of each airlines remains distinguished to serve 

their targeted customers.  

Supplier 

Relationship 

Management 

All airlines have always had similar approach to 

maintain relationship with their suppliers. 

However, EasyJet has a distinguishing strategy of 

special focus on relationship with primary airports 

to achieve number 1 or number 2 position at such 

airports.  

Similar or 

Distinguishing 

Customer 

Relationship 

Management 

All airlines recognize the importance of customers 

relationship, as a results, they have similar 

approach to maintain relationship with their 

customers with a loyalty program.   

Similar  

Service Delivery 

Management 

FSCs and LCCs had a different offered service 

package prior to and at the start of the study 

period. However, their offer has become similar 

throughout the year.  

Converging 

Order Management 

& Information 

Technology 

Management 

The airlines industry has a similar approach to 

improve their information technology capability as 

it is crucial to meet demand, satisfy customers and 

stay ahead of the competition.  

Similar 

 

The framework has been proven to be useful to dissect the competition and the degree of 

similarity, convergence and remaining distinguish within a converging industry. Even though 

general competitive strategy of the firms seems converging, deeper study of the strategy with a 

supply chain perspective demonstrates that certain aspects remain unique, even with a dictating 

converging, similar higher-level approach. The example is that even though airlines have 

similar strategies to optimize operations and achieve efficiency, their route portfolio and flight 

schedule remain unique to serve their targeted segment. Perhaps, strategy convergence is never 

an absolute transformation, given multiple dimensions of space, time, motion, etc. that can 

influence strategy and its implementation.   
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Further discussion 

The performance of firms in the converging industry is not the focus of this thesis. 

Subsequently, future research can study the relation between the competing attempts of firms, 

with their respective strategies, and the consequential firms’ performance. One part of strategic 

management that has not been covered in our framework is strategic effectiveness, which is 

concerned with determining how well firms compete based on successful strategic decision 

making. Adding strategic effectiveness to future frameworks or research, makes the next step 

to identifying which convergence factors add value and which should be avoided. Also, the 

influencing effects of convergence and differentiating attempts to the overall competition, and 

the industry itself, are worthy of attention.  Probably, convergence in the industry is both the 

result of and the catalyst for fierce competition, distinguishing value and innovation. Finally, 

regarding the framework, more context should be examined before its viability as standardized 

model can be confirmed. Other context would include other industries or airlines in different 

geographical locations. This can be done by applying the framework, or a similar framework 

using competitive strategies and a resource-based view in another intra-industry convergence 

scenario. Potentially, macro-economic factors can be included in the framework on top of just 

providing context as well. Though the combination of competitive strategy and supply chain 

strategy theory captures the reasoning and resource parts, examining political, societal and 

environmental forces as an extra dimension, could provide more insight in why convergence 

takes place.  
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Appendixes 

Appendix 1 – Example of table for collecting and coding Competitive 

Strategy data  

Table of KLM data (from multiple source)  

Quotes competitive strategy KLM 

Year Strategic vision, mission and 

objectives 

Resource management Core competence Corporate and business level 

strategy 

2018 “In 2018, KLM focused on six 

priorities: personalization, 

booking, airport processes, in-

flight, baggage and disruption 

handling. Based on a gap 

analyses between the service 

expected by customers and 

actual service received, 

KLM initiated a number of 

improvement projects.” 

“KLM’s low-cost subsidiary 

further improved business 

performance, posting a clearly 

improved operating result. 

(…) In addition, Transavia 

added 

two Boeing 737-800 aircraft to 

its fleet. The network was 

rationalized, with the 

operational base in Munich 

closed 

according to plan in order to 

focus on the Dutch market to 

European destinations. 

Next steps toward an agile 

organization were taken 

through restructuring of the 

entire commercial organization, 

outsourcing of IT support 

functions and reduction of 

overhead. The company 

continued its investment in 

memorable customer 

experiences through the 

development 

of the Transavia Interaction 

Platform, as well as 

experiments 

using chatbots and voice driven 

technology, from search to 

booking.” 

“The Board recognizes that it 

is due to the strong hubs of 

both KLM and Air France 

(and the related) dual hub 

strategy, 

the worldwide network as 

well as the respective strong 

brands, that KLM as does Air 

France continue to benefit 

from their combination.” 

“In 2018, KLM focused on six 

priorities: personalization, 

booking, airport processes, in-

flight, baggage and disruption 

handling. Based on a gap analyses 

between the service 

expected by customers and actual 

service received, 

KLM initiated a number of 

improvement projects.” 
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2017 “To become Europe’s most 

customer-centric, 

innovative and efficient 

network carrier, KLM 

in 2015 adopted the 

Operational Excellence 

philosophy. This entails 

delivering on its 

customer promise safely, 

effectively and 

at the lowest overall cost by 

integrally 

reshaping all products, 

processes, control, 

organization and information. 

After the 

many operational changes that 

were 

implemented in 2016, the goal 

for 2017 was 

to have a robust and stable 

operation with 

limited growth and as little 

complexity and 

variation as possible.” 

 

“In 2018, KLM will continue to 

look for new opportunities for 

growing its network and 

alliances, and work hard to 

create 

a stable operation, particularly 

at Schiphol. KLM will further 

invest in fleet renewal, 

innovation and maintenance, 

with 

new Boeing 787 Dreamliners, 

and Embraers expected to 

join the fleet. KLM will also 

finalize the upgrade of its 

World 

Business Class to full flat, 

further continue with the roll-

out 

of on-board connectivity, 

inaugurate the first part of its 

new 

World Business Class lounge at 

Schiphol and step up 

digitization efforts in effort to 

empower staff to create 

memorable experiences for 

customers.” 

 

“In 2018, KLM will continue 

to look for new opportunities 

for 

growing its network and 

alliances, and work hard to 

create 

a stable operation, 

particularly at Schiphol. 

KLM will further 

invest in fleet renewal, 

innovation and maintenance, 

with 

new Boeing 787 Dreamliners, 

and Embraers expected to 

join the fleet. KLM will also 

finalize the upgrade of its 

World 

Business Class to full flat, 

further continue with the roll-

out 

of on-board connectivity, 

inaugurate the first part of its 

new 

World Business Class lounge 

at Schiphol and step up 

digitization efforts in effort to 

empower staff to create 

memorable experiences for 

customers.” 

 

“In 2017, KLM conducted a 

review of its strategy (…) 

KLM’s Passenger activity will 

continue its current trajectory. 

The Cargo activity will 

increasingly focus on the value it 

adds to KLM by targeting 

small and medium-sized 

enterprises, e-commerce and the 

pharma industry. As part of the 

review of KLM’s strategy, the 

Cargo activity is considered 

complimentary to the Passenger 

activity and in 2017 these two 

activities began to constitute 

a unique larger activity, called 

“Network”. Engineering & 

Maintenance will work with its 

Air France counterpart to stay 

one of the world’s leading 

maintenance, repair and overhaul 

organizations.” 

 

2016 “KLM’s ambition is to become 

Europe’s most customer 

centric, 

innovative and efficient 

network carrier. This means 

that we invest in innovations 

that increase customer 

intimacy and improve 

operational performance. We 

aim for 

lower and more flexible cost, as 

well as higher productivity. 

In addition, we strive to 

“Our strategy to realize this 

ambition focuses on two areas. 

First, we invest in the renewal 

and upgrade of our fleet, 

customer satisfaction and better 

working methods. Second, 

we reduce our cost base and 

make it more flexible. 

We intend to do this by 

increasing labor productivity by 

4% per year and reducing our 

cost per unit by at least 

1.5% a year. These goals are 

“Co-operation with partners 

allows us to strengthen 

and expand our extensive 

network and contribute to 

the strength of our Schiphol 

hub. Our partner strategy 

has two main building blocks. 

First, KLM’s participation 

in the Trans-Atlantic joint 

venture with Air France, 

Delta 

Air Lines and Alitalia. 

Second, our joint ventures 

“Our strategy to realize this 

ambition focuses on two areas. 

First, we invest in the renewal and 

upgrade of our fleet, 

customer satisfaction and better 

working methods. Second, 

we reduce our cost base and make 

it more flexible. 

We intend to do this by increasing 

labor productivity by 

4% per year and reducing our cost 

per unit by at least 

1.5% a year. These goals are part 
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optimize our position as a 

network 

carrier by operating a 

competitive intercontinental 

and 

European network.” 

 

“Along with its new company 

strategy in 2015, KLM took its 

customer intimacy strategy to 

the next 

level. To this end, KLM 

invested some EUR 2 million a 

day in new products, equipment 

and services, 

servicing customers along the 

entire customer journey. In 

2016, KLM embedded a culture 

that fit our 

desired customer experience 

and more closely aligned the 

work of frontline staff with our 

operations. 

The KLM Compass that was 

launched this year outlines the 

importance we give to 

customers.” 

 

part of the AIR FRANCE KLM 

Group strategic plan Perform 

2020. We aim to increase our 

operating margin from 1.8% in 

2014 to ~ 7% - 8% in 2020. 

In 2016, our operating margin 

was 6.9%.” 

 

with 

Kenya Airways, Alitalia, 

Ukraine International 

Airlines, 

China Southern Airlines and 

Xiamen Airlines and the 

recently concluded joint 

venture with China Eastern 

Airlines. Particularly due to 

the hub-to-hub and US 

West Coast operations, the 

Trans-Atlantic joint venture 

achieved positive financial 

results in 2016, despite fierce 

competition and new low-cost 

entrants on the North 

Atlantic Europe routes.” 

 

of the AIR FRANCE KLM 

Group strategic plan Perform 

2020. We aim to increase our 

operating margin from 1.8% in 

2014 to ~ 7% - 8% in 2020. 

In 2016, our operating margin 

was 6.9%.” 

 

2015 “Our ambition is to become 

Europe’s most customer-

centric, 

innovative and efficient 

network carrier. This means 

that 

we invest in innovations that 

increase customer intimacy 

and improve operational 

performance. It also means 

lower 

and more flexible costs, as well 

as higher productivity. 

In addition, we optimize our 

hub and spoke network by 

“We believe that a strategy with 

two focus areas will help us 

grow. 

First, we seek to invest around 

EUR 800 million a year in the 

renewal 

and upgrade of our fleet, the 

experience of our customers 

and 

improvements to our working 

methods. 

Second, we will reduce our cost 

base 

and make it more flexible. We 

intend to 

“KLM is comprised of 35,000 

people connected by a shared 

purpose: to move 

the world of our customers 

and create memorable 

experiences for them. We 

guide people to their 

destinations, catalyze trade, 

and connect partners into an 

effective global network. Our 

genuine attention for our 

customers makes them feel 

recognized, at ease, 

comfortable and touched. Our 

(frontline) staff is essential to 

“We believe that a strategy with 

two focus areas will help us grow. 

First, we seek to invest around 

EUR 800 million a year in the 

renewal 

and upgrade of our fleet, the 

experience of our customers and 

improvements to our working 

methods. 

Second, we will reduce our cost 

base 

and make it more flexible. We 

intend to 

do this by reducing costs by 

EUR 700 million by 2020, 
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operating a competitive 

European network and 

profitable 

international destinations.” 

 

do this by reducing costs by 

EUR 700 million by 2020, 

increasing 

productivity by 4% per year and 

reducing our cost per unit by at 

least 

1.5% a year. These goals are 

part of 

the AIR FRANCE KLM Group 

strategic 

plan Perform 2020. This will 

increase 

our operating margin from 1.8% 

in 2014 

to 7 or 8%.” 

 

our efforts to win customers’ 

hearts and therewith also win 

from the competition.” 

 

increasing 

productivity by 4% per year and 

reducing our cost per unit by at 

least 

1.5% a year. These goals are part 

of 

the AIR FRANCE KLM Group 

strategic 

plan Perform 2020. This will 

increase 

our operating margin from 1.8% 

in 2014 

to 7 or 8%.” 

 

2014 Customers are becoming more 

and more demanding, 

digitalization is continuing, 

business class tickets are no 

longer the 

automatic choice for many 

corporate customers and 

competition is extremely fierce. 

KLM intends to be the most 

customer 

centric, innovative and efficient 

network carrier in Europe. To 

achieve this, KLM is investing 

in continuous innovation, 

especially in the field of e-

commerce and product 

innovation. 

 

Transavia, a wholly owned 

subsidiary of KLM, maintained 

its leadership in the Dutch 

leisure market, realizing growth 

in available seat kilometers of 

3.9 percent. Regional operations 

at Rotterdam The Hague and 

Eindhoven airports were 

stepped up. Transfer traffic 

from the KLM network was 

increased by 29 percent. 

Services to support the strong 

growth 

of Transavia France, in which 

Transavia has a 40 percent 

interest, increased in volume 

and generated organizational 

synergies. Nevertheless, in spite 

of achieving the majority of the 

2011-2014 strategic objectives, 

an operating loss of 

EUR 19 million was incurred 

on net revenues of EUR 740 

million. The company saw 

revenues suffer from a faster 

than 

expected decline in the 

In comparison with 

competitors, KLM has been a 

leader in on time performance 

for many years. However, 

this leadership 

has come under pressure from 

a variety of sources in the 

past two years. Departing on 

time enables more efficient 

use of 

the fleet, reduces unit costs 

and allows a greater offer of 

connecting flights. In the first 

quarter of the year, KLM 

decided 

to take a critical look at the 

departure process. A small 

team worked hard to map out 

the long-haul departure 

process 

throughout the entire 

operational chain. 

The low long-haul departure 

performance (D0) was due to 

a wide range of factors, 

varying from lack of focus to 

issues 

In comparison with competitors, 

KLM has been a leader in on time 

performance for many years. 

However, this leadership 

has come under pressure from a 

variety of sources in the past two 

years. Departing on time enables 

more efficient use of 

the fleet, reduces unit costs and 

allows a greater offer of 

connecting flights. In the first 

quarter of the year, KLM decided 

to take a critical look at the 

departure process. A small team 

worked hard to map out the long-

haul departure process 

throughout the entire operational 

chain. 

The low long-haul departure 

performance (D0) was due to a 

wide range of factors, varying 

from lack of focus to issues 

with the process design. Both 

short-term actions and structural 

improvements have been started. 

KLM also worked hard 
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traditional charter market, as 

proved by the lower B2B yields 

and a strong increase in seat 

capacity 

in the very competitive leisure 

market, while cost was only 

marginally lower. Results were 

further affected by a weak 

economic recovery and 

continuing political instability 

in Egypt and neighboring 

countries. 

 

with the process design. Both 

short-term actions and 

structural improvements have 

been started. KLM also 

worked hard 

in other areas in 2014 to 

improve operational 

performance. 

 

in other areas in 2014 to improve 

operational performance. 

 

Competition from LCC such as 

easyJet, Ryanair, Vueling and 

Norwegian Air is fierce and 

intensifying. With the exception 

of 

Ryanair, these LCC are operating 

from the same hubs as AIR 

FRANCE KLM, including 

Schiphol. Their market share is 

set to 

grow further as they have already 

made their first steps into the 

business market. 

Competition from airlines from 

the Gulf States is still growing as 

they increasingly turn their focus 

on Europe. Etihad, for 

example, is a shareholder in Air 

Berlin but also acquired a stake in 

Alitalia in 2014. The scale of 

competition, including their 

growth plans, is also reflected in 

the large numbers of aircraft these 

carriers have on order. Some of 

these Gulf carriers 

have made deep inroads into the 

Asian market and are now even 

competing on trans-Atlantic 

flights. Their volume 

is also creating overcapacity on 

the cargo market.  

 

 

2013 Customer relations are at the 

heart of KLM’s business. 

Safety, punctuality and 

reliability 

are key. In case of any 

unforeseen event KLM takes 

all measures necessary to 

Transform's second goal is to 

improve results on European 

flights. Here, too, we have 

made definite progress, with a 

considerable improvement in 

operating income. We have 

made better use of the fleet by 

The customers’ appreciation 

of our services was reflected 

in the receipt of several 

awards. In May we received 

five Freddie Awards for the 

best loyalty program and in 

July 

Our profit for the year was due 

principally to the progress we 

made by implementing the 

Transform 2015 / Securing our 

Future program. Its primary goal 

is to cut net debt while 

continuing to make necessary 
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minimize 

the inconvenience for the 

passengers. KLM contributes to 

the work undertaken by the 

European Commission on 

consumer rights and remains 

vigilant on the clear, fair and 

equal application of rules to all 

airlines operating to and from 

the European Union, as well 

as the uniform enforcement. 

 

reducing aircraft turnaround 

times and a more efficient 

arrangement of seats on board 

the aircraft. 

The third goal is to cut unit 

costs. We achieved a further 

reduction in unit costs by means 

of productivity gains on all 

fronts, a more efficient fleet, 

strict cost management and 

many initiatives in the 

framework of Securing our 

Future. Also, in this field, 

realizing the 

remaining cost reductions will 

be a challenging task for 2014. 

SkyTrax rated KLM a four-

star airline for its product 

offer and service delivery. It 

has 

placed us in a very select 

group of airlines. SkyTrax 

also conferred a second 

consecutive 

award on us for the Best 

Airline Staff Service in 

Europe. The award was based 

on the 

opinions of frequent travelers, 

those who are in the best 

position to make 

comparisons. 

KLM also won an E-

commerce award for the best 

website performance. 

 

investments. 

Annual report 2013  10 

Two years after the Transform 

2015 measures came into force, 

we have achieved 

EUR 563 million of the targeted 

EUR 700 million reduction in net 

debt and have so far 

fulfilled the commitment we 

made. Although we have made 

great strides, we must 

redouble our efforts to implement 

the remaining measures in the 

current regime in 2014, 

which will be an enormous 

challenge for all of us. We will be 

putting our shoulders to the 

wheel in 2014 to realize this goal. 

 

 

2012 Service quality remains one of 

the most decisive features in 

KLM's positioning in the 

market. Many investments 

were made in the quality of our 

services in 2012. Our aim is 

to increase passenger choice 

and comfort, both on board and 

on the ground. 

 

KLM Group continued its fleet 

renewal program in financial 

year 2012. Fleet renewal 

raises the quality of service we 

offer to our customers and 

enhances the efficiency of our 

operations. 

During financial year 2012, we 

welcomed a total of 12 new 

aircraft: two Boeing 777-300 

ER’s and three Airbus A330-

300 entered the long-haul fleet. 

The Airbus A330-300 is a 

new sub type to the Long-Haul 

fleet which has 49 additional 

seats compared to the 

existing Airbus A330-200. Two 

Boeing 737-800 were 

introduced and five Embraer 

190 

were added to the regional fleet. 

All these aircraft fit perfectly in 

the network, are more 

Operationally, 2012 was a 

good year. Virtually all our 

ambitious operational targets 

were 

achieved. Arrival punctuality 

on short-haul flights exceeded 

that of our competitors; that 

on long-haul flights was 

slightly below the ambitious 

target of being the best. Huge 

steps 

were taken to provide an 

excellent baggage service for 

our passengers and actually 

improve the operational goals 

 

A variety of projects were 

completed under the slogan 

"Keeping the basics right" in 

order 

to maintain and, where possible, 

improve operational performance 

with a view to 

passenger appreciation of the 

KLM product. Operational 

measures in combination with 

infrastructure improvements 

prompted a decline in the volume 

of baggage left behind. 
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fuel-efficient, require less 

maintenance and are quieter 

 

2010 

& 

2011 

2009 

In het verslagjaar werd het 

netwerk actief 

hersteld. Frequenties die 

gedurende de crisis 

waren aangepast, en vaak 

gereduceerd, werden 

hersteld en nieuwe, potentieel 

winstgevende 

mogelijkheden werden benut. 

Gezien de snelle 

groei in Azië en het 

toenemende belang van dit 

werelddeel, ligt ons accent op 

strategische groei 

in China. In het tweede deel 

van het verslagjaar 

waren we gedwongen om 

tijdelijke aanpassingen 

te doen in het netwerk als 

gevolg van de politieke 

onrust in delen van de wereld 

en de aardbeving 

in Japan en de nucleaire 

consequenties daarvan 

 

In het verslagjaar 2010/11 nam 

KLM 13 nieuwe 

toestellen in de vloot op ter 

vervanging van oudere 

toestellen. KLM verwelkomde 

één nieuwe 

Boeing 777-300ER, één nieuwe 

Airbus A330- 

200, drie nieuwe Boeing 737-

800’s, vier nieuwe 

Boeing 737-700’s en vier 

nieuwe Embraer E190’s. 

De Boeing 777-300ER en 

Airbus A330-200 worden 

gebruikt voor groei, de Boeing 

737-700’s en 

Boeing 737-800’s vervangen de 

Boeing 737-300 

en -400 toestellen. De Embraer-

toestellen vervangen 

een deel van de Fokker vloot bij 

KLM 

Cityhopper. 

 

In 2010/11 vlogen KLM en 

haar partners vanaf 

Amsterdam Airport Schiphol 

naar 152 bestemmingen, 

waarvan 73 op lange- en 79 

op middellange 

afstand. Verbeteringen in het 

netwerk werden 

vooral zichtbaar in het herstel 

van frequenties 

die tijdens de crisis naar 

beneden waren aangepast. 

Ook werden nieuwe 

mogelijkheden benut. 

Zo werden de frequenties 

naar bijvoorbeeld 

Mexico, Sao Paulo, San 

Francisco en Osaka weer 

verhoogd en realiseerde KLM 

strategische groei 

in China door het netwerk uit 

te breiden met de 

bestemmingen Hangzhou en 

Xiamen. 

 

Net als in vorige jaren zijn we 

ook doorgegaan 

met het creëren en versterken van 

synergieen 

zowel binnen als buiten de KLM 

Groep. Binnen 

de KLM Groep werden verdere 

synergievoordelen 

bereikt samen met Martinair dat 

zal focussen 

op vrachtvliegtuigactiviteiten en 

met transavia. 

com dat zich primair richt op haar 

positie 

in de Nederlandse markt. Beide 

bedrijven 

verhuisden bovendien naar een 

nieuw gedeeld 

hoofdkantoor. Buiten de KLM 

Groep profiteerden 

we van de samenwerking met 

onze partner 

Air France en de sterke 

strategische partners 

Delta Air Lines, Alitalia, Kenya 

Airways en 

China Southern Airlines, evenals 

van onze 

samenwerking met het groeiend 

aantal partners 

in de SkyTeam alliantie. 
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Appendix 2 – Example of table for collecting and coding Supply Chain Strategy data  

Table of SAS data (from multiple source)  

Dimension Airline 

industry 

elements 

2009 2011 2013 2015 2017 

Service Supply 

Chain Elements 

            

Capacity and 

resource 

management 

Fleet selection Diverse range of aircraft Market-adapted fleet: wide range 

of market, accordingly, has a 

range of aircraft: 

Airbus A330/A340, Airbus 

A321/A320/A319/A320neo, 

Boeing 737NG/Classic, Boeing 

717/Bombardier CRJ900 

Airbus A320s and Boeing 

737s, Airbus A330/A340 

 

REDUCTION IN NUMBER 

OF AIRCRAFT TYPES 

2012–2015 

8 => 3 

Boeing 737 NGs, the Airbus 

A320 family and Airbus 

A330/A340s 

  Aircraft & fleet 

numbers 

240 aircrafts (include wideroe 

and blue1) 

138 aircrafts 

 

 

 

 

 

 

 

 

 
 

139 aircrafts  

• Aircraft fleet flexibility 

• Wet lease capacity for peaks 

and low traffic flows 

• Simplified working conditions 

• Outsourcing initiated of ground 

handling, customer service and 

administrative functions 

152 aircrafts 

 

increasing flexibility in the 

production model is to 

produce the majority of 

traffic for the larger traffic 

flows under SAS’s own (SK) 

traffic license, while smaller 

flows and regional traffic are 

managed via wet leasing. 

158: 43 owned, 82 leased, 

33 wet-leased 
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  Aircrew and 

labor policy 

18 786 employees 

 

permanent personnel reductions 

in production units and further 

savings in purchasing 

15 142 employees 

 

The number of employees in 

2009–2011 declined 

approximately 4,600. 

New collective agreements that 

reduced costs and enabled 

increased productivity 

– New pension plans that laid the 

foundation for a reduction in 

pension commitments of about 

SEK 19 billion 

• Restructuring of the sales 

organization 

• Centralization of administration 

– 75% of reductions 

implemented in line with plans 

simplified collective 

agreements for our pilots 

 

achieved extensive efficiency 

enhancements while 

maintaining quality in the 

areas of administration and 

sales, from which 285 

employees have left SAS 

10146 employees 

The efficiency program, 

streamline internal 

processes, through measures 

including enhancing systems 

support for network 

planning, general staffing 

reductions and reducing the 

number of consulting hours. 

  Overall seat 

capacity 

39,934 mil 
 

40 583 mil 44 289 mil 52 217 mil 

Demand 

management 

Geographical 

scope 

      Scandinavia and Europe, 

as well as intercontinentally 

Scandinavia and Europe, 

as well as intercontinentally 

  Product scope 57 routes, the majority of them 

to leisure destinations, have been 

discontinued 

128 destinations 

22 new routes launched in 2011 

52 new routes & seasonal routes 261 routes 119 Destination, 

1330 via Star Alliances 

 

Optimizing route 

272 routes 

123 destinations and 1,300 

via Star Alliance 

  Flight 

Scheduling 

          

Supplier 

relationship 

management 

Airport presence 

and utlization 

  Accordingly, SAS has long-term 

partnership and collaboration 

agreements with the operators of 

main airports at Arlanda, 

Gardermoen and Kastrup. 
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  Alliances     • Agreements signed with new IT 

suppliers 

• Outsourcing of call centers 

SAS signed new key 

customer agreements with 

Statoil, DnB as well as the 

Danish, Swedish and 

Norwegian states. 

• SAS and Apollo extended 

their partnership for charter 

flights and entered into an 

agreement worth about 

MSEK 900 ahead of the 2016 

summer season. 

• New EuroBonus partners 

include Aftonbladet, Viaplay, 

Berlingske Media, DNB and 

Lexus. 

outsource services and to 

collaborate closely with 

suppliers through active 

Supplier Relations 

Management, which 

generated positive effects. 

This has contributed to a 

reduction of 19% in the 

number of suppliers 

Customer 

relationship 

management 

Customer 

Service 

  Accept payment in form of 

bonus point.  

Reduce complexity 

 

Lounge upgrade  

 

Easy and accessible 

Strong customer offering 

• SAS launched about 50 

seasonal routes to leisure-

oriented destinations. 

• SAS started flying from 

Stockholm–Hong Kong and 

increased the frequency to 

New York, Chicago, San 

Francisco and Shanghai. 

• SAS launched new routes to 

Miami, Boston and Los 

Angeles, starting in 2016. 

• SAS phased two new 

• Smooth & attractively 

priced travel that makes life 

simpler 

• New experiences, 

relationships 

and personal development 

• Making dreams a reality 
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Airbus A330E’s into the 

aircraft fleet. 

• SAS is upgrading long-haul 

aircraft with a new cabin 

interior and a new service 

concept. 

• Café Lounges opened in 

Trondheim and Tromsø. 

More Café Lounges will be 

launched in Scandinavia in 

2016. In parallel, the lounges 

in Gothenburg, Oslo and 

Stockholm were also 

upgraded. 

• SAS Fast Track opened at 

airports including Aalborg 

and Bodø. 

• Customers were given 

access to a large number of 

digital newspapers in the 

SAS app. 

 
 

  Loyalty program A strong loyalty program, 

EuroBonus, with 2.7 million 

members 

EuroBonus is one of the largest 

loyalty program in Nordic with 

about 3 million members. The 

goal is to be the leading loyalty 

program. 

EuroBonus: 3.1 million member. 

Evolved from frequentl flyer to 

loyalty program 

EuroBonus: 4.2 million 

member contributed almost 

half of SAS’s passenger 

revenue during the year 

EuroBonus is Scandinavia’s 

largest travel-related loyalty 

program. During the fiscal 

year, the number of 

members passed the five 

million mark. 
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Service delivery 

management 

Operation 

processes 

a leaner administration and 

greater centralization of the 

organization,  

 

better process management and 

planning in SAS Ground 

Services and SAS Tech,  

Leaned introduced throughout 

the entire organization, adopting 

best operation practices 

introducing Lean to all 

production processes. 

• SAS’s management 

processes have been 

integrated with the Lean 

principles to create a clear 

objective and action plans for 

all operations.  

Achieved extensive 

efficiency enhancements 

while maintaining quality in 

the areas of administration 

and sales, from which 285 

employees have left SAS 

New Lean processes were 

introduced as working 

methods for technical 

maintenance at the technical 

base in Stockholm. 

 

The efficiency program, 

streamline internal 

processes, through measures 

including enhancing systems 

support for network 

planning, general staffing 

reductions and reducing the 

number of consulting hours. 

  Amenities, class 

system, seat 

configuration 

Boarding pass, flight 

information, seat choice and 

check-in via mobile phone. 

Most destinations and choice 

departure times in cooperation 

with partners. 

Fast Track and self-service. 

New lounge services. 

Kiosk for self-service baggage 

tags and Bagdrop. 

Automatic check-in for 

Economy with text message and 

e-mail confirmation. 

Additional services: Ticket add-

Launch internet and GSM 

service on board flight.  

 

Order new comfortable, 

lightweight short-haul seats 

 
• SAS is upgrading long-haul 

aircraft with a new cabin 

interior and a new service 

concept. 

• Café Lounges opened in 

Trondheim and Tromsø. 

More Café Lounges will be 

launched in Scandinavia in 

2016. In parallel, the lounges 

in Gothenburg, Oslo and 

Stockholm were also 

upgraded. 

• new cabins have new seats, 

which in SAS Business can 

SAS invested in new, 

upgraded lounges in Oslo, 

New York, Paris and 

Chicago. 

SAS introduced a new food 

and drink concept, New 

Nordic, in Scandinavia and 

Europe, which is based on 

local ingredients and is 

packaged in a new design 

adapted to today’s modern 

travelers. 
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ons, in-flight sales, upgrades. 

Value-based point redemption to 

make more bonus trips available. 

Simplified price concept with 

attractive offerings. 

be converted into a fully flat 

bed, and a new entertainment 

system with HD screens and 

wireless internet throughout 

the cabin. 

Information and 

technology 

management 

Information 

management 

system 

      digitalization process - change and invest in new 

IT system 

- A new tool was introduced 

for measuring and working 

with employee commitment. 

Order process 

management 

Ticket 

distribution 

channel  

  Effective Collaboration with 

retailers 

      

 

 


