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Abstract 
The dynamics of business contexts influence the way firms act in their industry. These 
changes can have effects in several areas within a company. Entrepreneurship and Innovation are 
two areas that are affected when a change in firm’s environment occurs, like Schumpeter, Shane 
and Drucker point. Changes in the deregulatory framework are a specific type of change that can 
occur. According to Entrepreneurship theories, the removal of regulatory barriers creates 
opportunities to different reallocation of resources that can lead to changes in market equilibrium. 
This study addresses this relation between deregulation and entrepreneurship-innovation in the 
European airline industry. With the removal of regulatory barriers, companies like SAS and 
Ryanair, saw opportunities to do something new and at the same time had to adapt to these “doing 
something new” behavior of other companies. Entrepreneurship and innovation were the answer to 
theses changes and the weapon to fight answers to others with this change. Considering this, our 
statement problem is the following: 
How did the deregulation of air transportation in Europe foster entrepreneurial behavior and 
innovation in the European airline industry over the last twenty years? The case of SAS and 
Ryanair. 
Our goal is to describe the process of deregulation and how firms reacted to it and to give 
explanations behind the relation deregulation-entrepreneurship, identifying the direct and indirect 
influence of deregulation in the studied companies. Furthermore, based on this investigation, we 
will trace possible ways on how future deregulation in Europe can foster further entrepreneurial 
behavior and innovation. 
This thesis was conducted with a positivism scientific ideal and a deductive approach. We 
used a qualitative method to collect empirical data that could match with the theories we had chosen 
beforehand. We conducted three interviews with people inside the industry – from airlines (SAS 
Braathens and SAS) and from airports (LFV). The first two were used as main sources to SAS case 
study and the third to have a perspective of airline industry. Since we could not get any interview 
with Ryanair, Ryanair story book was used as main source for this case study. 
Our theoretical framework consists of four different broad areas that are interrelated to each 
other. These areas and the respective theories integrated in them are: institutions and regulation, 
changes in context and strategic position. 
Our study shows that EU deregulation altered the five competitive forces in European airline 
industry and in turn this fostered entrepreneurship and innovation, as a reaction of firms to adapt to 
the change in their context. The reaction of Ryanair and SAS through entrepreneurial and 
innovative behaviour was different due to the differences in their business model. We argue that the 
removal of barriers to new entrants and the increased rivalry between firms were the main forces 
that fostered entrepreneurship and innovation. We predict that if further EU deregulation comes (as 
it is the trend) this will generate more opportunities to entrepreneurship and innovation like it 
generated in the past. 
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1 Introduction 
n chapter one, we will present the background of the study. We start by introducing the 
airline industry, and then we continue by giving our research problem and objectives. 
Afterwards, we will clarify the demarcations of our thesis and explain some terminologies. Finally 
you will find the disposition of the whole thesis. 
1.1 Background of the Study 
In most industries, economic agents need to obey the rules of the game introduced by 
institutions, that is, their strategies are limited by regulation imposed by the regulatory bodies of the 
industry where they operate in. Governments regulate public utilities following the public interest 
theory1, with the main aim to control the market power2 and to correct market failures in the 
economy3. Those state owned monopolies get more capital in their firm than it is needed, which is 
not fair for the other firms who are not provided with subsidies. This centralization of power 
hinders entrepreneurial activity, due to the fact that most of the decisions are made by the central 
actor, reduces the internal locus of control of economic agents and eliminates the rewards of 
entrepreneurial exploitation of market4. The distortions that occurred in these markets are originated 
from regulation that instead of serving the public interest brings advantages only to one small group 
of the society with specific interests – that is, the organizations capture the regulation5. Facing this 
situation, deregulation is the only solution to provide a better competitive environment. 
This deregulation can come when economic agents identify problems and failures in this 
regulatory framework, put these norms under pressure and shake the rules of the game by previous 
legitimized institutionalized logics change6. Deregulation may lead to a monopolistic competition 
which means that there are many competitors and consumers on the market, competitors try to 
differentiate their products with heterogeneous services, there are few barriers to entry and exist. 
There might be a non-price competition, based more on the differentiation of the product. The 
companies which take advantage of that situation, mainly the former state-owned companies, keep 
their customers thanks to brand loyalty even though their prices are generally higher than the 
average7. This decentralization of powers and deregulation, according to Shane, provides 
opportunities for entrepreneurial exploitation and thus further changes in market structure (more 
competition and innovations)8. This was what happened in utility industries such as 
telecommunications, electricity or air transportation, where a natural monopolist dominates the 
market. 
The telecommunication industry was also bind to deregulate. For instance, German 
telecommunication market was characterized, like in other countries in Europe, by having national 
monopoly where the competition was almost impossible. In order to solve that situation, the 
Government forced an evolutionary deregulation step by step.9 From that moment on, reduction of 
barriers to entry made it possible for new companies to enter into the market, which fostered 
competition and put an end to the former monopolies. The deregulation on this market was very 
1 Sinha, D. (1999) The Regulation and Deregulation of US Airlines, The Journal of Transport History, 20(1), p. 46-47 
2 Starkie, D. (2002) Airport Regulation and Competition, Journal of Air Transport Management, 8, p. 63 
3 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 81 - 85 
4 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
5 Sinha, D. (1999) The Regulation and Deregulation of US Airlines, The Journal of Transport History, 20(1), p. 46 
6 Sine, W. & David, R. (2003) Environmental Jolts, Institutional Change, and the Creation of Entrepreneurial Opportunity in the US 
Electric Power Industry, Research Policy, p. 187-188 
7 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 213-214 
8 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
9 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 209-216 
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beneficial to the consumers since it slashed down the prices of the services: between 1996 and 2000 
the prices of telephone services in Germany fell by approximately 23%, according to figures 
calculated by the Federal Statistical Office10. 
Air transportation market is one of the public utilities industries that was heavily regulated, 
in spite of the fact that in the last years the regulatory framework has been more relaxed since the 
deregulation in US and more recently in Europe. The failure to reach international multilateral 
agreements in Chicago Convention in 1944 mirrored protectionist policies from most countries and 
generated a strict market where transportation began to be governed by bilateral agreements that 
dictate the main aspects of the marketplace11. These rules created distortions in the industry, 
hindered competition and entrepreneurial activity, and brought difficulties to achieve efficiency and 
socially optimum prices, since it enabled monopolistic state-owned carriers to set high fares and to 
restrain capacity. Some of these rules still prevail for most of international flights but have been 
relaxed since the deregulation of US Airlines in 1978 and more recently, the Single European 
Market in 1993. 
Furthermore, this new environment triggered a handful of effects for airports, communities 
and aircraft manufacturers12. One of the drawbacks of the deregulation in the airline industry was 
that since allowed entrepreneurs to create their company, lots of new comers arrived on the market, 
nevertheless they do not last and go rapidly on bankruptcy. They disappeared as fast as they arrived. 
So, only the strongest companies have been surviving and forged cartels and alliances with other 
companies, which in turns lead to less competition and to an increase in prices13. To prevent these 
situation, antitrust regulations have been created, which ban monopolies or other collusion. Fifteen 
years later, the European skies would experience these same effects. 
The deregulation of European Union (EU) air transportation market was a result of the 
attitude towards economic deregulation in Europe14 during the late 80s, the experience of the 
deregulatory reforms in US that proved the efficiency of liberalized market15 16. Despite of the fact 
that the Treaty of Rome steered the economy into a more competitive road, air transportation 
competitive distortions from strict regulation only started to fade in 198717. Contrary to US market 
which from night to day went from a regulated to a deregulated market, in EU this transition went 
through a soft process during nine years where three different liberalization packages were 
implemented by EU institutions. In spite of the still existing limitations concerning ownership of 
EU carrier by non-citizens that limits entrepreneurial activity in the 27 countries18, the slow change 
in the industry infrastructure that decentralized the powers of national governments concerning 
airline strategies, created more advantages and opportunities for entrepreneurial and innovative 
behavior that were not possible before19 20. Several new entrants challenged the status quo of the 
industry with one third of the costs of the old carriers, low fares with price discrimination, secondhand 
airplanes, non-union labor and point-to-point routes21. This change in the market and industry 
10 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 215 
11 Richards, J. (2001) Institutions for Flying: How States Built a Market in International Aviation Services, International 
Organization 55 (4), Autumn 2001, pp. 997-1000 
12 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 121-148 
13 Kahn A. E. (2004), Lessons from Deregulation: Telecommunications and Airlines after the Crunch. Washington, D.C.: AEIBrookings 
Joint Center for Regulatory Studies, p. 173 
14 Button, K. (1991) Airline Deregulation – International Experiences, David Fulton Publishers, p. 85-86 
15 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 67 
16 Button, K. (1991) Airline Deregulation – International Experiences, David Fulton Publishers, p. 104 
17 Ibid, p. 113 
18 Ellison, A. (2002) Entrepreneurs and the Transformation of the Global Economy, Edward Elgar, p. 65 
19 Drucker, P. (1993) Innovation and Entrepreneurship – Practices and Principles, Harper Business, p. 76-87 
20 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
21 Chan, D. (2000) The Development of the Airline Industry from 1978 to 1998 – a Strategic Global Overview, Journal of 
Management Development 19 (6), p. 495 
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structure is, according to Drucker, a source of innovation and entrepreneurship22. And in fact, this 
more competitive environment fostered incumbent airlines to innovative strategies such as hub-andspoke 
networks; frequent flyer programs and made an efficient use of computer reservation systems 
(CRS)23. 
SAS and Ryanair are two examples of companies with distinctive business models that saw 
in deregulation opportunities to come with entrepreneurial behavior and innovations. SAS, the 
Scandinavian flag-carrier that had enjoyed exclusive monopolistic rights in many routes24 suddenly 
had to adapt to the new market structure that fostered competition. Opening of new markets (like 
exploring the newly deregulated Baltic markets) creation of new products and services (like the self 
check-in) are examples of entrepreneurial behavior that was fostered by deregulation. 
In Ireland, the new-entrant Ryanair saw in deregulation an opportunity to introduce a new 
business model in Europe, new services to new markets and low fares to 300 million people that 
were being explored by the high fares of flag carriers. The dominance of sources of supply 
(previously unused airports) was also a contribution to the success of this new model that was not 
possible to introduce with previous regulation that restrained capacity, fares and routes. Ryanair 
was also able to change the regulation in its favor through a process of institutional 
entrepreneurship, in order to introduce its business model in new countries. Ryanair business model 
is an example of creative destruction and challenge of the previously established market 
equilibrium. 
Deregulation brought great changes to the European air transportation market and to 
European travel market. The curiosity in knowing the causes of this change and the willingness to 
explain them, led us to look at the airline industry with more interest and to come with the 
following research problem that would lead us to elaborate this thesis. 
1.2 Research Problem 
The research problem of our thesis is the fact that since the 80s European airlines have gone 
through financial difficulties mainly due to changes in the regulatory context. The different 
deregulation packages opened the doors to new entrants in the industry like Ryanair and more 
opportunities for different strategies, mainly fare reductions. In turn, this promoted a more 
competitive environment and a price-war. 
The competition is only at the beginning since it is only since 1 of April of 1997 that flag 
carriers were allowed to practice cabotage (that is, the right of a carrier from country A to transport 
people between two points inside country B). Therefore, plenty of innovative and entrepreneurial 
behaviors have occurred in the industry since then, like the introduction of franchising in the airline 
industry, self check-ins and alliances, and still more are to occur like the development of a new 
generation of CRS (computer reservation systems). These new strategies were needed to survive in 
the new competitive environment and to assure profitability to assure big amounts of money in 
investment that is characteristic of the airline industry. 
The dark Tuesday 11th of September 2001 was the darkest day for the airline industry. The 
consequences of that day were disastrous for the aviation industry. A couple of minutes after the 
22 Drucker, P. (1993) Innovation and Entrepreneurship – Practices and Principles, Harper Business, p. 76-87 
23 Chan, D. (2000) The Development of the Airline Industry from 1978 to 1998 – a Strategic Global Overview, Journal of 
Management Development 19 (6), p. 495 
24 Interview with Kjell Wilsberg, p.2 
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planes had crashed; all the flights from/to the United States of America were cancelled and 
forbidden until FAA will give its “green light”. Thousands of planes were pined down and suddenly 
the American sky was empty. As other many world citizens, we were shocked and sad with this 
tragedy and wondered what would be the next sequence of events – were we will be able to travel 
safely again? 
Unfortunately fear was the key word that can best describe followed these events. 
Passengers were afraid and reluctant to fly. The aviation industry was badly hit and saw a heavy 
decrease in the number of passengers. Within this, thousands of planes became useless and are still 
ditched in deserts around the world, brand new airports and terminals became empty, the average 
seat load factor of aircraft dropped drastically, dozens of airlines disappeared and went on 
bankruptcy, such as the eminent Swissair (Suisse) or Sabena (Belgium) because of the economic 
crisis and the intense competition in the industry fostered by the recent deregulation. Thanks to the 
numerous slots that flag-carriers left, there were possibilities, as we will see through the thesis, for 
companies like low-cost carriers to enter into the market. Flag-carriers had to face a new generation 
of competitors with new strategies and they wanted to take urgent measures or they would 
disappear. Therefore the old airlines had to gather in alliances (Star Alliance, SkyTeam or 
oneworld) and began to innovate. In the beginning of the 21st century large lay-offs occurred in the 
airline industry. 
Taking all these facts into account, our main research question can be stated as the 
following: 
How did the deregulation of air transportation in Europe foster entrepreneurial behavior and 
innovation in the European airline industry over the last twenty years? The case of SAS and 
Ryanair. 
1.3 Research Objectives 
The main objective of this study is to know how the deregulation of air transportation in 
Europe fostered entrepreneurial behavior and innovation in the European airline industry. For that 
reason we start with the assumption that deregulation implies more entrepreneurship and 
innovation. This entrepreneurial behavior that brought innovation to the industry was both from 
individuals who created their own airlines but also from the old carriers that had to adapt to the new 
business environment that now is characterized for having “new competitive environment forces”25. 
Thus we will compare the strategies of the firms in the regulated environment with the firms 
in the deregulated environment and point the new opportunities and innovation that arose with the 
change in the regulatory context how did the carriers adapt to these changes. Within this study we 
will provide a comparison with other deregulated industry like telecommunications or electricity 
and build a framework applicable to deregulation and entrepreneurship. 
We will divide our thesis in two different case studies from two different companies 
(Ryanair and SAS) that correspond to the two main business models in the airline industry – the nofrills 
model (used by low cost airlines) and the frills model (used by flag carriers and old airlines). 
For each case study we will analyze the opportunities that deregulation provided for entrepreneurial 
behavior and innovative strategies, and how the firms adapted to these change. 
25 Seristö, H. (1993) Airline Strategies – Deregulation of the European Airline Industry, Helsinki School of Economics 
Press, p. 19 
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The three primary objectives of our thesis can be defined as the following: 
• 
Explorative: the link between deregulation-institutions-entrepreneurship-innovation in the 
airline is not often mentioned in previous research (as we will explain in chapter 4.1); 
therefore we aim to introduce new knowledge within this area. Furthermore our thesis will 
be focus on two specific companies, Ryanair and SAS that correspond to two distinct 
business models. However, since we are focusing in past events, different regulatory 
frameworks (each EU country had a different regulatory regime), different contexts (Ireland 
and Sweden) and two specific companies (limited number of case studies), we are aware of 
the problems in generalizing this study to other companies in other contexts within the 
airline industry. 
• 
Descriptive: we will be also describing a situation (the behavior of Ryanair and SAS within 
the deregulatory context) and a process (the evolution of deregulation in the EU), our second 
research objective is also descriptive 
• 
Predictive: basing our analysis on the past events of deregulation, at the end of the thesis we 
will anticipate what would be the future trends of the regulatory framework in the EU as 
well as the next moves of SAS and Ryanair in this new context. For predicting the 
consequences of the phenomenon of deregulation in EU and anticipate what will come, our 
third research objective is predictive 
1.4 Demarcations and Limitations of the Study 
Since we are only interested in SAS Airline and Ryanair, entrepreneurial and innovative 
behavior in the deregulatory context, this has some implications for our study. Our geographical 
limitation from focusing solely in SAS and Ryanair gives us an understanding of their specific 
environments – Scandinavia and Ireland-UK – and thus makes more difficult to generalize the 
conclusions of our study to other environments in Europe. In order to know the degree the 
deregulation in Europe fostered entrepreneurial and innovative behavior, one would have to 
investigate all the different regulatory environments from each EU country. This would require a 
significant amount of time in order to first get an understanding of airline industry domestic rules of 
each EU country and then to have knowledge of both flag-carriers and new entrants, in order to get 
two different perspectives of the main business models. 
This generalization constitutes the main limitation of our study. Even if we have only talked 
about Scandinavia and Ireland-UK environment, if we would generalize from SAS to all other 
Scandinavian airlines or from Ryanair to all others Irish or British carriers, this would be a problem. 
This is due to the fact that there are plenty of characteristics that are specific to one company. That 
is, there is an unknown degree of specificity26. 
Another aspect to consider is the time perspective. Within our study we only considered the 
changes in European deregulation from the implementation of the First Aviation Package 
implemented in January 1988. Despite of changes in regulation had started in the 60’s, they are out 
from the limits of our study. Furthermore, bearing in mind the age difference between the young 
Ryanair and the old SAS, analyzing prior changes to the aviation packages, no further comparison 
26 Gillham, B. (2000) Case Study Research Methods, p.6-7 
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could be possible since Ryanair was only born in late 1985, whereas SAS was found in 1946. 
Therefore, when we mention deregulation we are referring the implementation of the three aviation 
packages in 1988, 1990 and 1993, plus the full cabotage in 1997 (that was integrated in the last 
package). 
1.5 Definitions and Abbreviations 
AEA: Association of European Airlines – association with 30 members that includes most of the 
flag carriers in Europe 
Airline alliances: agreements between airlines to coordinate their services in various ways such as 
code-sharing, common frequent flyer programs and lounge facilities, coordinated scheduled, etc. 
BA: British Airways 
BAA: British Airports Association 
CAB: Civil Aeronautics Board 
Cabotage: right of an airline from a country A to provide domestic flights in country B 
CFROI: Cash Flow Return On Investment 
Charter: air services that operate out of the scheduled (see also non-scheduled flights) in a seasonal 
base 
Code-sharing: marketing agreement made by airlines that enables them to sell seats on each other’s 
flight under their own designator code. 
Consolidation: reduction in the number of market players through firm closure or through 
acquisition. Firms that remain in the market achieve a greater market concentration 
Computer Reservation System (CRS): electronic data management system that distributes 
information, availability status and price of travel services to retailers and directly to consumers27. 
Economies of scale: average unit cost of production declines as output increases 
Economies of scope: an organization can produce two or more services cheaper than if 
organizations that produce them in separate ways 
Economies of traffic density: average unit cost of production declines as the amount of traffic 
increases between any given set of points served28 
ERAA: European Regions Airline Association 
ELFAA: European Low Fares Airline Association 
27 Button, K. (2004) Wings Across Europe: Towards an Efficient European Air Transport System, Ashgate Publishing 
Limited, p. 119 
28 Ibid, p. 120 
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Frequent Flyer Program (FFP): marketing strategy which aims to gain consumer loyalty. Within 
these programs the traveler earns miles in each flight and later on can exchange them for a ticket, 
on-board services, upgrade services, etc. 
Hub-and-spoke networks: operating structure of an airline where it focus its operations in one or 
two airports – hubs – which are fed by routes to and from other points – spokes. The traffic is 
consolidated at the hub and then redistributed through connection flights to other destinations. 
IATA: International Air Transport Association – global airline association that includes most of 
airlines 
Interlining: two airlines made a formal agreement (an interline agreement) that enables the carriage 
of passengers and freight by one airline on behalf of another airline. Both carriers need to honor 
tickets issued by other carriers. 
Landing fees: price aircraft have to pay to the airport in order to be able to land 
LFV: Luftfartsverket – Swedish state owned company that controls most of Swedish public airports 
Long-haul flight: transcontinental flights those last more than 7 hours 
Lounge: waiting room that is owned by an airline or by an alliance which offers free different 
services (snacks, drinks, internet access, fax, etc) to its business, first-class passengers, and 
passengers with a certain level in FFP. 
Low Cost Carrier (LCC): airlines that compete in a price base through the slashing of their cost base 
using a no-frills strategy 
No-Frills: strategy that consists in removing all the on-board services and other auxiliary services 
that provide an added value for the passenger and that some airlines consider being more than 
essential and thus removing them 
Flag Carrier: state owned airline which benefits from special concessions from the state like 
monopolistic routes and favorable domestic regulatory regime that hinders new entrants to 
challenge their air transport monopoly. 
Full Service Carrier (FSC): an airline that competes both in price and in differentiation and provide 
added value to their passengers, that is, it has a with-frills strategy. They are network carriers that 
provide a diversity of hub-and-spoke services (but operate point-to-point services too) and offer 
different quality services. It can be private or public owned. Flag carriers are considered to be FSC. 
MNC: Multinational Company 
Non-scheduled services: flights that operate in an irregular base, most of the times seasonal and 
according to specific demand. Charters are the most well known non-scheduled services. 
One-way ticket: ticket that is sold only between two points (one route) 
Point-to-point route: route between two secondary or regional airports 
SAS: Scandinavian Airline System 
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Scheduled services: flights that operate regularly and systematically and that are listed in a 
published timetable 
SEM: Single European Market 
Self check-in: machines that allows the passenger to make its own check-in 
Figure 1 - Self check -in29 
Short-haul flights: flights which last less than 3 hours 
Slot: right to land and to take-off from an airport at a specific time previously allocated to the 
airline. 
Yield management: form of price discrimination where customers are charged different prices for 
the same product based on their willingness to pay 
1.6 Disposition of the Thesis 
In order to be really clear in the mind of the reader and to have quick glimpse, we have 
decided to show the disposition of the thesis with a slight summary of each chapters. 
Chapter one: Introduction 
In chapter one, we will present the background of the study. We start by introducing the airline 
industry, and then we continue by giving our research problem and objectives. Afterwards, we will 
clarify the demarcations of our thesis and explain some terminologies. Finally you will find the 
disposition of the whole thesis. 
Chapter two: Research Considerations 
The Research Considerations will be described in chapter two. We will explain the reasons for 
having chosen this topic, the preconceptions that we had before starting the thesis but also the 
scientific ideal and scientific approach. In the end of this chapter, you will discover the research 
design and the perspective of the study used. 
Chapter three: Practical Method 
In chapter three, we will describe the practical method of our thesis. We explain how we conducted 
our researches. We explain how we found our sources and then we will have a critical approach 
and a discussion about them. The sources include both selection of scientific literature and 
interviews that we have conducted. 
29 http://www.flysas.com/en/Travel-info/Check-In/Automats/Cards_for_check-in/ 
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Chapter four: the Airline Industry and Theoretical Framework 
Chapter four will present the institutions and regulation within the airline industry. Then, we will 
make an analysis on the context and on the industry thanks to the PESTEL framework, we will see if 
there are new entrepreneurial opportunities and changes in the environment. Afterwards, we will 
analyze how entrepreneurship and innovation can be applied to the airline industry. Finally, 
competitive strategies will be explained. 
Chapter five: Empirical Data Presentation 
In the chapter five, we will present our empirical data of the thesis. Since case study theorists argue 
about the importance of collecting multiple sources and types of evidence to achieve validity30, we 
decided to hold data from different sources and tried to get the most variety of data. We start with a 
short presentation of the airline industry and by in introducing the largest European airline 
companies as well as the major variations in the airline industry’s development. Then we will 
continue by presenting SAS’ and Ryanair’s company data. 
Chapter six: Empirical Data Analysis 
Chapter six will be the empirical Data Analysis on SAS and Ryanair. Afterwards, we will compare 
both business models. 
Chapter seven: Conclusions 
Chapter seven will be the conclusions of the Thesis where the problem statement, the objectives, the 
theoretical framework and empirical data will be combined and analyzed together. Conclusions 
will be organized like a conversation on the different previous chapters of the Thesis where 
opinions could be given. 
Chapter eight: Further research 
In chapter eight, we will propose future research that we have identified along our research process 
which could be interested to go deeper. 
Chapter nine: Criteria for Evaluation 
In chapter nine, we will explain and discuss about the components of trustworthiness, authenticity 
and transferability of our thesis. 
30 Gillham, B. (2000) Case Study Research Methods, Continuum, p.2 
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2 Research Considerations 
he Research Considerations will be described in chapter two. We will explain the reasons 
for having chosen this topic, the preconceptions that we had before starting the thesis but 
also the scientific ideal and scientific approach. In the end of this chapter, you will discover the 
research design and the perspective of the study used. 
2.1 Choice of Topic 
The enlargement of the EU, the attacks in New-York 11th of September 2001 and the 
economic downturn which followed these events are some recent examples of the evolution in the 
aviation industry. The deregulation in the airline industry like in others (as we will see in this thesis) 
is a logical result of the recent economic trends that conduct to liberalization of the markets. 
When we chose this topic, we were interested to discover how the situation evolved for the 
aviation industry during the last years and what are the reasons behind the boom of low cost carriers 
and their “killing fares”, as well as why only now we are watching this intense competition. Why 
weren’t there any low cost carriers in EU and the 80s and beginning of 90s? Why have the old flag 
carriers produced plenty of innovations in the last years like the self check-in or the lounges? These 
were some of the questions we were interested to know when we chose the subject. 
After that we asked ourselves if the process of deregulation in the airline industry in EU was 
related with the recent trends deregulation in other industries in Europe like the telecommunication 
and electricity industries. For that reason, during this thesis we are also finding if there are any 
differences or similarities between the airline industry and other industries like telecommunications 
and electricity, in order to give a better answer to our research question. 
As part of our thesis, we wanted to make interviews with professionals of airline industry to 
have their points of view in order to compare their points of view with the information that we 
could find in books, magazines, annual reports and other kinds of sources. As we were also 
interested in the airline industry and to understand and explain its evolution, we wanted to have to 
investigate in this industry and applying the knowledge we learnt during our courses in 
Entrepreneurship at the Umeå School of Business and Economics. Taking into account the available 
time and the obligation to focus only on a specific topic led to find a relevant research question to 
study, we decided to analyze the correlation between entrepreneurship and the airline industry in 
EU, taking the case of Ryanair and SAS into account. Briefly resuming, the reasons for making case 
studies about SAS and Ryanair were simple because SAS was one of the old carriers that most 
faster answered to the recent changes in the environment, introducing a handful of innovations in 
the market like the self check-in and subsidiaries airlines, and Ryanair was the first low-cost airline 
in Europe and currently the most successful one. 
2.2 Preconceptions 
This essay is written as a Master thesis at Umeå School of Business and Economics (USBE), 
Spring Semester 2007. 
As researchers from a Master thesis, we are asked to have an objective work without 
interfering with our personal thoughts. Nevertheless, when you are starting your thesis, you have 
many preconceptions on the topic according many aspects and you can be influenced by your 
T 
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personal and educational background, your knowledge, etc. If you include individual knowledge 
into your work, it can be biased. Moreover your ideas may differ from the point of view of your 
partner; you may have different ways of approaching the topic. Preconceptions can come from 
various backgrounds: information that you have heard or read, knowledge that you have acquired 
during your studies but also through events that you have personally experienced. 
Gilles HELTERLIN 
I am a 23 years old French student at USBE. I have been studying at USBE since August 
2006 in the Master’s Program Entrepreneurship and Dynamic Business Contexts. Before attending 
this program, I studied at Burgundy Business School in Dijon during two years. 
During my first course here in Umeå, I followed an interesting course called: Perspectives 
on the Business Context in which we talked a lot about the airline industry and its development 
thought the last decades. I really liked this course and it may have been the first good ‘springboard’ 
in my process of choosing a topic. 
The second raison is because I am passionate in the airline industry. Since my childhood, I 
have always thought of being a professional pilot but the opportunity has not come yet. But we do 
not know what the future will be; being an entrepreneur means taking risks and believing in what 
you are doing!! Does not it? 
Furthermore, since I am a child, I have had opportunities to travel whether on scheduled, 
low-cost or charter flights on short-haul, medium-haul and long-haul flights. So, let us say that I am 
use to flying and I like that so much. 
When I started my Master Thesis, I had many preconceptions on the airline industry; 
however I wanted to go further in the discovery of this wonderful industry and see if there were 
similarities with my own perception of it but on always being objective. 
Nuno BERBERAN 
I am 22 year-old Portuguese student and since August 2006 I’ve been studying in Umeå, 
Northern Sweden, where I’ve been enrolled in the Master’s Program in Entrepreneurship and 
Dynamic Business Contexts. Before attending this program, I studied Business Administration 
during three years in Lisbon. 
The first subject I attended here in Umeå was decisive for the choice of the topic since for 
the first time I studied the airline industry, one topic I had always wanted to study but never got the 
chance to. Even though in Lisbon I studied subjects where examples of airline industry were given 
like Marketing or Strategy, however I had never had a deeper knowledge of the topic. 
Despite I had never worked in the airline industry or had studied it, having relatives working 
in the industry planted a special affection to air transportation. The easiness in traveling contributed 
to the development of my interest in the traveling. My traveling experience mainly concerns 
European routes, mainly operated by TAP. However, since in our study we do not focus in TAP, 
my preconceptions did not affect the objectivity of our study. 
Regarding my theoretical preconceptions, after the Master Program I my knowledge in 
Strategy was reinforced and, because of the focus of the program, my interest for Entrepreneurship 
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rose. I argue the knowledge I gained in Umeå contributed more to my abilities and to the 
development of this thesis then the knowledge I gained in previous years. The focus in 
Entrepreneurship and the critical spirit towards academic work that is cultivated in the program had 
a positive effect on my abilities to understand the relevant theories and to linking the different 
theories with each other, relating them with the empirical data. 
2.3 Scientific Ideal (Epistemological considerations) 
Epistemological issues are related with the question of what should be considered an 
acceptable knowledge in a discipline31. Within epistemological considerations there are two 
doctrines: positivism and interpretivism. We will now give a brief description of each one and 
explain our choice.

forget your nature (your elks), your cold winter (-30°C), your long nights in winter and your short 
nights in late spring!! It has been a great experience and adventure up there in Northern Sweden!! 
We will miss you… 
Finally we would like to thank particularly the Studentexpedition for its kindness, without 
forgetting our family and friends (from Sweden, France, Portugal and Greece) for their everlasting 
daily support, especially during hard moments. 
Many thanks to all of you! 
Umeå, 24 June 2007 
Gilles HELTERLIN 
Nuno BERBERAN 
Abstract 
The dynamics of business contexts influence the way firms act in their industry. These 
changes can have effects in several areas within a company. Entrepreneurship and Innovation are 
two areas that are affected when a change in firm’s environment occurs, like Schumpeter, Shane 
and Drucker point. Changes in the deregulatory framework are a specific type of change that can 
occur. According to Entrepreneurship theories, the removal of regulatory barriers creates 
opportunities to different reallocation of resources that can lead to changes in market equilibrium. 
This study addresses this relation between deregulation and entrepreneurship-innovation in the 
European airline industry. With the removal of regulatory barriers, companies like SAS and 
Ryanair, saw opportunities to do something new and at the same time had to adapt to these “doing 
something new” behavior of other companies. Entrepreneurship and innovation were the answer to 
theses changes and the weapon to fight answers to others with this change. Considering this, our 
statement problem is the following: 
How did the deregulation of air transportation in Europe foster entrepreneurial behavior and 
innovation in the European airline industry over the last twenty years? The case of SAS and 
Ryanair. 
Our goal is to describe the process of deregulation and how firms reacted to it and to give 
explanations behind the relation deregulation-entrepreneurship, identifying the direct and indirect 
influence of deregulation in the studied companies. Furthermore, based on this investigation, we 
will trace possible ways on how future deregulation in Europe can foster further entrepreneurial 
behavior and innovation. 
This thesis was conducted with a positivism scientific ideal and a deductive approach. We 
used a qualitative method to collect empirical data that could match with the theories we had chosen 
beforehand. We conducted three interviews with people inside the industry – from airlines (SAS 
Braathens and SAS) and from airports (LFV). The first two were used as main sources to SAS case 
study and the third to have a perspective of airline industry. Since we could not get any interview 
with Ryanair, Ryanair story book was used as main source for this case study. 
Our theoretical framework consists of four different broad areas that are interrelated to each 
other. These areas and the respective theories integrated in them are: institutions and regulation, 
changes in context and strategic position. 
Our study shows that EU deregulation altered the five competitive forces in European airline 
industry and in turn this fostered entrepreneurship and innovation, as a reaction of firms to adapt to 
the change in their context. The reaction of Ryanair and SAS through entrepreneurial and 
innovative behaviour was different due to the differences in their business model. We argue that the 
removal of barriers to new entrants and the increased rivalry between firms were the main forces 
that fostered entrepreneurship and innovation. We predict that if further EU deregulation comes (as 
it is the trend) this will generate more opportunities to entrepreneurship and innovation like it 
generated in the past. 
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1 Introduction 
n chapter one, we will present the background of the study. We start by introducing the 
airline industry, and then we continue by giving our research problem and objectives. 
Afterwards, we will clarify the demarcations of our thesis and explain some terminologies. Finally 
you will find the disposition of the whole thesis. 
1.1 Background of the Study 
In most industries, economic agents need to obey the rules of the game introduced by 
institutions, that is, their strategies are limited by regulation imposed by the regulatory bodies of the 
industry where they operate in. Governments regulate public utilities following the public interest 
theory1, with the main aim to control the market power2 and to correct market failures in the 
economy3. Those state owned monopolies get more capital in their firm than it is needed, which is 
not fair for the other firms who are not provided with subsidies. This centralization of power 
hinders entrepreneurial activity, due to the fact that most of the decisions are made by the central 
actor, reduces the internal locus of control of economic agents and eliminates the rewards of 
entrepreneurial exploitation of market4. The distortions that occurred in these markets are originated 
from regulation that instead of serving the public interest brings advantages only to one small group 
of the society with specific interests – that is, the organizations capture the regulation5. Facing this 
situation, deregulation is the only solution to provide a better competitive environment. 
This deregulation can come when economic agents identify problems and failures in this 
regulatory framework, put these norms under pressure and shake the rules of the game by previous 
legitimized institutionalized logics change6. Deregulation may lead to a monopolistic competition 
which means that there are many competitors and consumers on the market, competitors try to 
differentiate their products with heterogeneous services, there are few barriers to entry and exist. 
There might be a non-price competition, based more on the differentiation of the product. The 
companies which take advantage of that situation, mainly the former state-owned companies, keep 
their customers thanks to brand loyalty even though their prices are generally higher than the 
average7. This decentralization of powers and deregulation, according to Shane, provides 
opportunities for entrepreneurial exploitation and thus further changes in market structure (more 
competition and innovations)8. This was what happened in utility industries such as 
telecommunications, electricity or air transportation, where a natural monopolist dominates the 
market. 
The telecommunication industry was also bind to deregulate. For instance, German 
telecommunication market was characterized, like in other countries in Europe, by having national 
monopoly where the competition was almost impossible. In order to solve that situation, the 
Government forced an evolutionary deregulation step by step.9 From that moment on, reduction of 
barriers to entry made it possible for new companies to enter into the market, which fostered 
competition and put an end to the former monopolies. The deregulation on this market was very 
1 Sinha, D. (1999) The Regulation and Deregulation of US Airlines, The Journal of Transport History, 20(1), p. 46-47 
2 Starkie, D. (2002) Airport Regulation and Competition, Journal of Air Transport Management, 8, p. 63 
3 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 81 - 85 
4 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
5 Sinha, D. (1999) The Regulation and Deregulation of US Airlines, The Journal of Transport History, 20(1), p. 46 
6 Sine, W. & David, R. (2003) Environmental Jolts, Institutional Change, and the Creation of Entrepreneurial Opportunity in the US 
Electric Power Industry, Research Policy, p. 187-188 
7 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 213-214 
8 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
9 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 209-216 
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beneficial to the consumers since it slashed down the prices of the services: between 1996 and 2000 
the prices of telephone services in Germany fell by approximately 23%, according to figures 
calculated by the Federal Statistical Office10. 
Air transportation market is one of the public utilities industries that was heavily regulated, 
in spite of the fact that in the last years the regulatory framework has been more relaxed since the 
deregulation in US and more recently in Europe. The failure to reach international multilateral 
agreements in Chicago Convention in 1944 mirrored protectionist policies from most countries and 
generated a strict market where transportation began to be governed by bilateral agreements that 
dictate the main aspects of the marketplace11. These rules created distortions in the industry, 
hindered competition and entrepreneurial activity, and brought difficulties to achieve efficiency and 
socially optimum prices, since it enabled monopolistic state-owned carriers to set high fares and to 
restrain capacity. Some of these rules still prevail for most of international flights but have been 
relaxed since the deregulation of US Airlines in 1978 and more recently, the Single European 
Market in 1993. 
Furthermore, this new environment triggered a handful of effects for airports, communities 
and aircraft manufacturers12. One of the drawbacks of the deregulation in the airline industry was 
that since allowed entrepreneurs to create their company, lots of new comers arrived on the market, 
nevertheless they do not last and go rapidly on bankruptcy. They disappeared as fast as they arrived. 
So, only the strongest companies have been surviving and forged cartels and alliances with other 
companies, which in turns lead to less competition and to an increase in prices13. To prevent these 
situation, antitrust regulations have been created, which ban monopolies or other collusion. Fifteen 
years later, the European skies would experience these same effects. 
The deregulation of European Union (EU) air transportation market was a result of the 
attitude towards economic deregulation in Europe14 during the late 80s, the experience of the 
deregulatory reforms in US that proved the efficiency of liberalized market15 16. Despite of the fact 
that the Treaty of Rome steered the economy into a more competitive road, air transportation 
competitive distortions from strict regulation only started to fade in 198717. Contrary to US market 
which from night to day went from a regulated to a deregulated market, in EU this transition went 
through a soft process during nine years where three different liberalization packages were 
implemented by EU institutions. In spite of the still existing limitations concerning ownership of 
EU carrier by non-citizens that limits entrepreneurial activity in the 27 countries18, the slow change 
in the industry infrastructure that decentralized the powers of national governments concerning 
airline strategies, created more advantages and opportunities for entrepreneurial and innovative 
behavior that were not possible before19 20. Several new entrants challenged the status quo of the 
industry with one third of the costs of the old carriers, low fares with price discrimination, secondhand 
airplanes, non-union labor and point-to-point routes21. This change in the market and industry 
10 Erber G. and Horn M, (2000), Economic Bulletin, Springer Berlin / Heidelberg, p. 215 
11 Richards, J. (2001) Institutions for Flying: How States Built a Market in International Aviation Services, International 
Organization 55 (4), Autumn 2001, pp. 997-1000 
12 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 121-148 
13 Kahn A. E. (2004), Lessons from Deregulation: Telecommunications and Airlines after the Crunch. Washington, D.C.: AEIBrookings 
Joint Center for Regulatory Studies, p. 173 
14 Button, K. (1991) Airline Deregulation – International Experiences, David Fulton Publishers, p. 85-86 
15 Sinha, D. (2001) Deregulation and Liberalization of the Airline Industry, Ashgate Publishing Limited, p. 67 
16 Button, K. (1991) Airline Deregulation – International Experiences, David Fulton Publishers, p. 104 
17 Ibid, p. 113 
18 Ellison, A. (2002) Entrepreneurs and the Transformation of the Global Economy, Edward Elgar, p. 65 
19 Drucker, P. (1993) Innovation and Entrepreneurship – Practices and Principles, Harper Business, p. 76-87 
20 Shane, S., (2003) A General Theory of Entrepreneurship, Edward Elgar, p. 156-157 
21 Chan, D. (2000) The Development of the Airline Industry from 1978 to 1998 – a Strategic Global Overview, Journal of 
Management Development 19 (6), p. 495 
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structure is, according to Drucker, a source of innovation and entrepreneurship22. And in fact, this 
more competitive environment fostered incumbent airlines to innovative strategies such as hub-andspoke 
networks; frequent flyer programs and made an efficient use of computer reservation systems 
(CRS)23. 
SAS and Ryanair are two examples of companies with distinctive business models that saw 
in deregulation opportunities to come with entrepreneurial behavior and innovations. SAS, the 
Scandinavian flag-carrier that had enjoyed exclusive monopolistic rights in many routes24 suddenly 
had to adapt to the new market structure that fostered competition. Opening of new markets (like 
exploring the newly deregulated Baltic markets) creation of new products and services (like the self 
check-in) are examples of entrepreneurial behavior that was fostered by deregulation. 
In Ireland, the new-entrant Ryanair saw in deregulation an opportunity to introduce a new 
business model in Europe, new services to new markets and low fares to 300 million people that 
were being explored by the high fares of flag carriers. The dominance of sources of supply 
(previously unused airports) was also a contribution to the success of this new model that was not 
possible to introduce with previous regulation that restrained capacity, fares and routes. Ryanair 
was also able to change the regulation in its favor through a process of institutional 
entrepreneurship, in order to introduce its business model in new countries. Ryanair business model 
is an example of creative destruction and challenge of the previously established market 
equilibrium. 
Deregulation brought great changes to the European air transportation market and to 
European travel market. The curiosity in knowing the causes of this change and the willingness to 
explain them, led us to look at the airline industry with more interest and to come with the 
following research problem that would lead us to elaborate this thesis. 
1.2 Research Problem 
The research problem of our thesis is the fact that since the 80s European airlines have gone 
through financial difficulties mainly due to changes in the regulatory context. The different 
deregulation packages opened the doors to new entrants in the industry like Ryanair and more 
opportunities for different strategies, mainly fare reductions. In turn, this promoted a more 
competitive environment and a price-war. 
The competition is only at the beginning since it is only since 1 of April of 1997 that flag 
carriers were allowed to practice cabotage (that is, the right of a carrier from country A to transport 
people between two points inside country B). Therefore, plenty of innovative and entrepreneurial 
behaviors have occurred in the industry since then, like the introduction of franchising in the airline 
industry, self check-ins and alliances, and still more are to occur like the development of a new 
generation of CRS (computer reservation systems). These new strategies were needed to survive in 
the new competitive environment and to assure profitability to assure big amounts of money in 
investment that is characteristic of the airline industry. 
The dark Tuesday 11th of September 2001 was the darkest day for the airline industry. The 
consequences of that day were disastrous for the aviation industry. A couple of minutes after the 
22 Drucker, P. (1993) Innovation and Entrepreneurship – Practices and Principles, Harper Business, p. 76-87 
23 Chan, D. (2000) The Development of the Airline Industry from 1978 to 1998 – a Strategic Global Overview, Journal of 
Management Development 19 (6), p. 495 
24 Interview with Kjell Wilsberg, p.2 
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planes had crashed; all the flights from/to the United States of America were cancelled and 
forbidden until FAA will give its “green light”. Thousands of planes were pined down and suddenly 
the American sky was empty. As other many world citizens, we were shocked and sad with this 
tragedy and wondered what would be the next sequence of events – were we will be able to travel 
safely again? 
Unfortunately fear was the key word that can best describe followed these events. 
Passengers were afraid and reluctant to fly. The aviation industry was badly hit and saw a heavy 
decrease in the number of passengers. Within this, thousands of planes became useless and are still 
ditched in deserts around the world, brand new airports and terminals became empty, the average 
seat load factor of aircraft dropped drastically, dozens of airlines disappeared and went on 
bankruptcy, such as the eminent Swissair (Suisse) or Sabena (Belgium) because of the economic 
crisis and the intense competition in the industry fostered by the recent deregulation. Thanks to the 
numerous slots that flag-carriers left, there were possibilities, as we will see through the thesis, for 
companies like low-cost carriers to enter into the market. Flag-carriers had to face a new generation 
of competitors with new strategies and they wanted to take urgent measures or they would 
disappear. Therefore the old airlines had to gather in alliances (Star Alliance, SkyTeam or 
oneworld) and began to innovate. In the beginning of the 21st century large lay-offs occurred in the 
airline industry. 
Taking all these facts into account, our main research question can be stated as the 
following: 
How did the deregulation of air transportation in Europe foster entrepreneurial behavior and 
innovation in the European airline industry over the last twenty years? The case of SAS and 
Ryanair. 
1.3 Research Objectives 
The main objective of this study is to know how the deregulation of air transportation in 
Europe fostered entrepreneurial behavior and innovation in the European airline industry. For that 
reason we start with the assumption that deregulation implies more entrepreneurship and 
innovation. This entrepreneurial behavior that brought innovation to the industry was both from 
individuals who created their own airlines but also from the old carriers that had to adapt to the new 
business environment that now is characterized for having “new competitive environment forces”25. 
Thus we will compare the strategies of the firms in the regulated environment with the firms 
in the deregulated environment and point the new opportunities and innovation that arose with the 
change in the regulatory context how did the carriers adapt to these changes. Within this study we 
will provide a comparison with other deregulated industry like telecommunications or electricity 
and build a framework applicable to deregulation and entrepreneurship. 
We will divide our thesis in two different case studies from two different companies 
(Ryanair and SAS) that correspond to the two main business models in the airline industry – the nofrills 
model (used by low cost airlines) and the frills model (used by flag carriers and old airlines). 
For each case study we will analyze the opportunities that deregulation provided for entrepreneurial 
behavior and innovative strategies, and how the firms adapted to these change. 
25 Seristö, H. (1993) Airline Strategies – Deregulation of the European Airline Industry, Helsinki School of Economics 
Press, p. 19 
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The three primary objectives of our thesis can be defined as the following: 
• 
Explorative: the link between deregulation-institutions-entrepreneurship-innovation in the 
airline is not often mentioned in previous research (as we will explain in chapter 4.1); 
therefore we aim to introduce new knowledge within this area. Furthermore our thesis will 
be focus on two specific companies, Ryanair and SAS that correspond to two distinct 
business models. However, since we are focusing in past events, different regulatory 
frameworks (each EU country had a different regulatory regime), different contexts (Ireland 
and Sweden) and two specific companies (limited number of case studies), we are aware of 
the problems in generalizing this study to other companies in other contexts within the 
airline industry. 
• 
Descriptive: we will be also describing a situation (the behavior of Ryanair and SAS within 
the deregulatory context) and a process (the evolution of deregulation in the EU), our second 
research objective is also descriptive 
• 
Predictive: basing our analysis on the past events of deregulation, at the end of the thesis we 
will anticipate what would be the future trends of the regulatory framework in the EU as 
well as the next moves of SAS and Ryanair in this new context. For predicting the 
consequences of the phenomenon of deregulation in EU and anticipate what will come, our 
third research objective is predictive 
1.4 Demarcations and Limitations of the Study 
Since we are only interested in SAS Airline and Ryanair, entrepreneurial and innovative 
behavior in the deregulatory context, this has some implications for our study. Our geographical 
limitation from focusing solely in SAS and Ryanair gives us an understanding of their specific 
environments – Scandinavia and Ireland-UK – and thus makes more difficult to generalize the 
conclusions of our study to other environments in Europe. In order to know the degree the 
deregulation in Europe fostered entrepreneurial and innovative behavior, one would have to 
investigate all the different regulatory environments from each EU country. This would require a 
significant amount of time in order to first get an understanding of airline industry domestic rules of 
each EU country and then to have knowledge of both flag-carriers and new entrants, in order to get 
two different perspectives of the main business models. 
This generalization constitutes the main limitation of our study. Even if we have only talked 
about Scandinavia and Ireland-UK environment, if we would generalize from SAS to all other 
Scandinavian airlines or from Ryanair to all others Irish or British carriers, this would be a problem. 
This is due to the fact that there are plenty of characteristics that are specific to one company. That 
is, there is an unknown degree of specificity26. 
Another aspect to consider is the time perspective. Within our study we only considered the 
changes in European deregulation from the implementation of the First Aviation Package 
implemented in January 1988. Despite of changes in regulation had started in the 60’s, they are out 
from the limits of our study. Furthermore, bearing in mind the age difference between the young 
Ryanair and the old SAS, analyzing prior changes to the aviation packages, no further comparison 
26 Gillham, B. (2000) Case Study Research Methods, p.6-7 
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could be possible since Ryanair was only born in late 1985, whereas SAS was found in 1946. 
Therefore, when we mention deregulation we are referring the implementation of the three aviation 
packages in 1988, 1990 and 1993, plus the full cabotage in 1997 (that was integrated in the last 
package). 
1.5 Definitions and Abbreviations 
AEA: Association of European Airlines – association with 30 members that includes most of the 
flag carriers in Europe 
Airline alliances: agreements between airlines to coordinate their services in various ways such as 
code-sharing, common frequent flyer programs and lounge facilities, coordinated scheduled, etc. 
BA: British Airways 
BAA: British Airports Association 
CAB: Civil Aeronautics Board 
Cabotage: right of an airline from a country A to provide domestic flights in country B 
CFROI: Cash Flow Return On Investment 
Charter: air services that operate out of the scheduled (see also non-scheduled flights) in a seasonal 
base 
Code-sharing: marketing agreement made by airlines that enables them to sell seats on each other’s 
flight under their own designator code. 
Consolidation: reduction in the number of market players through firm closure or through 
acquisition. Firms that remain in the market achieve a greater market concentration 
Computer Reservation System (CRS): electronic data management system that distributes 
information, availability status and price of travel services to retailers and directly to consumers27. 
Economies of scale: average unit cost of production declines as output increases 
Economies of scope: an organization can produce two or more services cheaper than if 
organizations that produce them in separate ways 
Economies of traffic density: average unit cost of production declines as the amount of traffic 
increases between any given set of points served28 
ERAA: European Regions Airline Association 
ELFAA: European Low Fares Airline Association 
27 Button, K. (2004) Wings Across Europe: Towards an Efficient European Air Transport System, Ashgate Publishing 
Limited, p. 119 
28 Ibid, p. 120 
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Frequent Flyer Program (FFP): marketing strategy which aims to gain consumer loyalty. Within 
these programs the traveler earns miles in each flight and later on can exchange them for a ticket, 
on-board services, upgrade services, etc. 
Hub-and-spoke networks: operating structure of an airline where it focus its operations in one or 
two airports – hubs – which are fed by routes to and from other points – spokes. The traffic is 
consolidated at the hub and then redistributed through connection flights to other destinations. 
IATA: International Air Transport Association – global airline association that includes most of 
airlines 
Interlining: two airlines made a formal agreement (an interline agreement) that enables the carriage 
of passengers and freight by one airline on behalf of another airline. Both carriers need to honor 
tickets issued by other carriers. 
Landing fees: price aircraft have to pay to the airport in order to be able to land 
LFV: Luftfartsverket – Swedish state owned company that controls most of Swedish public airports 
Long-haul flight: transcontinental flights those last more than 7 hours 
Lounge: waiting room that is owned by an airline or by an alliance which offers free different 
services (snacks, drinks, internet access, fax, etc) to its business, first-class passengers, and 
passengers with a certain level in FFP. 
Low Cost Carrier (LCC): airlines that compete in a price base through the slashing of their cost base 
using a no-frills strategy 
No-Frills: strategy that consists in removing all the on-board services and other auxiliary services 
that provide an added value for the passenger and that some airlines consider being more than 
essential and thus removing them 
Flag Carrier: state owned airline which benefits from special concessions from the state like 
monopolistic routes and favorable domestic regulatory regime that hinders new entrants to 
challenge their air transport monopoly. 
Full Service Carrier (FSC): an airline that competes both in price and in differentiation and provide 
added value to their passengers, that is, it has a with-frills strategy. They are network carriers that 
provide a diversity of hub-and-spoke services (but operate point-to-point services too) and offer 
different quality services. It can be private or public owned. Flag carriers are considered to be FSC. 
MNC: Multinational Company 
Non-scheduled services: flights that operate in an irregular base, most of the times seasonal and 
according to specific demand. Charters are the most well known non-scheduled services. 
One-way ticket: ticket that is sold only between two points (one route) 
Point-to-point route: route between two secondary or regional airports 
SAS: Scandinavian Airline System 
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Scheduled services: flights that operate regularly and systematically and that are listed in a 
published timetable 
SEM: Single European Market 
Self check-in: machines that allows the passenger to make its own check-in 
Figure 1 - Self check -in29 
Short-haul flights: flights which last less than 3 hours 
Slot: right to land and to take-off from an airport at a specific time previously allocated to the 
airline. 
Yield management: form of price discrimination where customers are charged different prices for 
the same product based on their willingness to pay 
1.6 Disposition of the Thesis 
In order to be really clear in the mind of the reader and to have quick glimpse, we have 
decided to show the disposition of the thesis with a slight summary of each chapters. 
Chapter one: Introduction 
In chapter one, we will present the background of the study. We start by introducing the airline 
industry, and then we continue by giving our research problem and objectives. Afterwards, we will 
clarify the demarcations of our thesis and explain some terminologies. Finally you will find the 
disposition of the whole thesis. 
Chapter two: Research Considerations 
The Research Considerations will be described in chapter two. We will explain the reasons for 
having chosen this topic, the preconceptions that we had before starting the thesis but also the 
scientific ideal and scientific approach. In the end of this chapter, you will discover the research 
design and the perspective of the study used. 
Chapter three: Practical Method 
In chapter three, we will describe the practical method of our thesis. We explain how we conducted 
our researches. We explain how we found our sources and then we will have a critical approach 
and a discussion about them. The sources include both selection of scientific literature and 
interviews that we have conducted. 
29 http://www.flysas.com/en/Travel-info/Check-In/Automats/Cards_for_check-in/ 
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Chapter four: the Airline Industry and Theoretical Framework 
Chapter four will present the institutions and regulation within the airline industry. Then, we will 
make an analysis on the context and on the industry thanks to the PESTEL framework, we will see if 
there are new entrepreneurial opportunities and changes in the environment. Afterwards, we will 
analyze how entrepreneurship and innovation can be applied to the airline industry. Finally, 
competitive strategies will be explained. 
Chapter five: Empirical Data Presentation 
In the chapter five, we will present our empirical data of the thesis. Since case study theorists argue 
about the importance of collecting multiple sources and types of evidence to achieve validity30, we 
decided to hold data from different sources and tried to get the most variety of data. We start with a 
short presentation of the airline industry and by in introducing the largest European airline 
companies as well as the major variations in the airline industry’s development. Then we will 
continue by presenting SAS’ and Ryanair’s company data. 
Chapter six: Empirical Data Analysis 
Chapter six will be the empirical Data Analysis on SAS and Ryanair. Afterwards, we will compare 
both business models. 
Chapter seven: Conclusions 
Chapter seven will be the conclusions of the Thesis where the problem statement, the objectives, the 
theoretical framework and empirical data will be combined and analyzed together. Conclusions 
will be organized like a conversation on the different previous chapters of the Thesis where 
opinions could be given. 
Chapter eight: Further research 
In chapter eight, we will propose future research that we have identified along our research process 
which could be interested to go deeper. 
Chapter nine: Criteria for Evaluation 
In chapter nine, we will explain and discuss about the components of trustworthiness, authenticity 
and transferability of our thesis. 
30 Gillham, B. (2000) Case Study Research Methods, Continuum, p.2 
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2 Research Considerations 
he Research Considerations will be described in chapter two. We will explain the reasons 
for having chosen this topic, the preconceptions that we had before starting the thesis but 
also the scientific ideal and scientific approach. In the end of this chapter, you will discover the 
research design and the perspective of the study used. 
2.1 Choice of Topic 
The enlargement of the EU, the attacks in New-York 11th of September 2001 and the 
economic downturn which followed these events are some recent examples of the evolution in the 
aviation industry. The deregulation in the airline industry like in others (as we will see in this thesis) 
is a logical result of the recent economic trends that conduct to liberalization of the markets. 
When we chose this topic, we were interested to discover how the situation evolved for the 
aviation industry during the last years and what are the reasons behind the boom of low cost carriers 
and their “killing fares”, as well as why only now we are watching this intense competition. Why 
weren’t there any low cost carriers in EU and the 80s and beginning of 90s? Why have the old flag 
carriers produced plenty of innovations in the last years like the self check-in or the lounges? These 
were some of the questions we were interested to know when we chose the subject. 
After that we asked ourselves if the process of deregulation in the airline industry in EU was 
related with the recent trends deregulation in other industries in Europe like the telecommunication 
and electricity industries. For that reason, during this thesis we are also finding if there are any 
differences or similarities between the airline industry and other industries like telecommunications 
and electricity, in order to give a better answer to our research question. 
As part of our thesis, we wanted to make interviews with professionals of airline industry to 
have their points of view in order to compare their points of view with the information that we 
could find in books, magazines, annual reports and other kinds of sources. As we were also 
interested in the airline industry and to understand and explain its evolution, we wanted to have to 
investigate in this industry and applying the knowledge we learnt during our courses in 
Entrepreneurship at the Umeå School of Business and Economics. Taking into account the available 
time and the obligation to focus only on a specific topic led to find a relevant research question to 
study, we decided to analyze the correlation between entrepreneurship and the airline industry in 
EU, taking the case of Ryanair and SAS into account. Briefly resuming, the reasons for making case 
studies about SAS and Ryanair were simple because SAS was one of the old carriers that most 
faster answered to the recent changes in the environment, introducing a handful of innovations in 
the market like the self check-in and subsidiaries airlines, and Ryanair was the first low-cost airline 
in Europe and currently the most successful one. 
2.2 Preconceptions 
This essay is written as a Master thesis at Umeå School of Business and Economics (USBE), 
Spring Semester 2007. 
As researchers from a Master thesis, we are asked to have an objective work without 
interfering with our personal thoughts. Nevertheless, when you are starting your thesis, you have 
many preconceptions on the topic according many aspects and you can be influenced by your 
T 
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personal and educational background, your knowledge, etc. If you include individual knowledge 
into your work, it can be biased. Moreover your ideas may differ from the point of view of your 
partner; you may have different ways of approaching the topic. Preconceptions can come from 
various backgrounds: information that you have heard or read, knowledge that you have acquired 
during your studies but also through events that you have personally experienced. 
Gilles HELTERLIN 
I am a 23 years old French student at USBE. I have been studying at USBE since August 
2006 in the Master’s Program Entrepreneurship and Dynamic Business Contexts. Before attending 
this program, I studied at Burgundy Business School in Dijon during two years. 
During my first course here in Umeå, I followed an interesting course called: Perspectives 
on the Business Context in which we talked a lot about the airline industry and its development 
thought the last decades. I really liked this course and it may have been the first good ‘springboard’ 
in my process of choosing a topic. 
The second raison is because I am passionate in the airline industry. Since my childhood, I 
have always thought of being a professional pilot but the opportunity has not come yet. But we do 
not know what the future will be; being an entrepreneur means taking risks and believing in what 
you are doing!! Does not it? 
Furthermore, since I am a child, I have had opportunities to travel whether on scheduled, 
low-cost or charter flights on short-haul, medium-haul and long-haul flights. So, let us say that I am 
use to flying and I like that so much. 
When I started my Master Thesis, I had many preconceptions on the airline industry; 
however I wanted to go further in the discovery of this wonderful industry and see if there were 
similarities with my own perception of it but on always being objective. 
Nuno BERBERAN 
I am 22 year-old Portuguese student and since August 2006 I’ve been studying in Umeå, 
Northern Sweden, where I’ve been enrolled in the Master’s Program in Entrepreneurship and 
Dynamic Business Contexts. Before attending this program, I studied Business Administration 
during three years in Lisbon. 
The first subject I attended here in Umeå was decisive for the choice of the topic since for 
the first time I studied the airline industry, one topic I had always wanted to study but never got the 
chance to. Even though in Lisbon I studied subjects where examples of airline industry were given 
like Marketing or Strategy, however I had never had a deeper knowledge of the topic. 
Despite I had never worked in the airline industry or had studied it, having relatives working 
in the industry planted a special affection to air transportation. The easiness in traveling contributed 
to the development of my interest in the traveling. My traveling experience mainly concerns 
European routes, mainly operated by TAP. However, since in our study we do not focus in TAP, 
my preconceptions did not affect the objectivity of our study. 
Regarding my theoretical preconceptions, after the Master Program I my knowledge in 
Strategy was reinforced and, because of the focus of the program, my interest for Entrepreneurship 
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rose. I argue the knowledge I gained in Umeå contributed more to my abilities and to the 
development of this thesis then the knowledge I gained in previous years. The focus in 
Entrepreneurship and the critical spirit towards academic work that is cultivated in the program had 
a positive effect on my abilities to understand the relevant theories and to linking the different 
theories with each other, relating them with the empirical data. 
2.3 Scientific Ideal (Epistemological considerations) 
Epistemological issues are related with the question of what should be considered an 
acceptable knowledge in a discipline31. Within epistemological considerations there are two 
doctrines: positivism and interpretivism. We will now give a brief description of each one and 
explain our choice.

