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Summary 

 

The airline industry and Sustainable Value 

The airline industry are, by many, considered to be an industry with a high level of environmental 

impact, in other words an environmental destroyer. Although some argue that it still does only 

produces a small part of the world’s total emissions it is still an industry under high pressure from 

regulatory institutions and customers.  

 

Sustainable value is a rather new concept and allows the user measure a company’s social and/or 
environmental performance in monetary terms, which is the main difference from many financial 

calculation models. The ADVANCE sustainable value method is based on theories of opportunity 

costs and can give indications in terms of efficiency in comparison to a chosen benchmark.  

 

The purpose 

With the use of this method we are interested in finding out if an airline can create a sustainable 

value even though they are performing an activity that, for some, is seen as destroying the 

environment? The sustainable value method prime users would be stakeholders such as investors 
and as many companies in the airline industry are non-public companies, we also aim to discuss a 

wider range of usage for this method such as for the management internal decision process. 

Method 

We have chosen three major Swedish airlines to base our calculations on by using a non-

probability selection. We have excluded companies that are not registered in Sweden, does not 
provide actual passenger transport, are so called “virtual airline” and/or have not any publicly 

available information. A virtual airline, in this context, refers to an airline that does not own or 

lease any own aircrafts and instead are buying passenger chairs from another airline, called code-
sharing. We will benchmark our calculations towards the Swedish GDP and the Swedish 

Transport sector. 

Theoretical framework 
The management’s task is to, among other things, implement measures for the management 

accountants to use in their work. Corporate Sustainable Responsibility’s (CSR) general idea is to 
act responsible towards the most important questions for their stakeholders such as investors, 

government etc. CSR has led to that more sustainability information to stakeholders is produced, 

the type of information that we are using in our calculations. 

Our findings 
By the use of the ADVANCE method we can see that in fact airlines, despite the high pleasure 
can create a positive Sustainable Value while comparing to the transport sector. We also argue the 

method can be used by the management as a complement to their other financial measures as it 

gives other efficiency indications than traditional methods. 
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1. Introduction 

 

 

We will in this introduction guide the reader through the purpose and problem area. We will 

first start of with discussing our focus sector, the airline industry. Then we will continue with 

the method that will be used to calculate the airlines Sustainable Value, which is the core 

topic of this thesis. Finally we will enlighten the reader about our research questions and 

purpose to end with an outline and a section with definitions.  

1.1 Airlines 

Airlines daily transport millions of people from one destination to another, around the world. 

To travel by air is seen as a quick and comfortable for long distance travelling. There are a 

number of studies and reports that indicate a continuously positive trend in the use of air 

transport services. The Association of European Airlines (AEA) reports that their members 

total passenger number have increased with about ten percent between year 2001 and 2008 

(AEA, 2009) Further, a report issued by SIKA (Swedish Institute for Transport and 

Communications Analysis) shows that the passengers transported by air transport has 

increased between the years of 1980 to 2006 from about eight million to 28 million per year 

(SIKA, 2009). They also state that between the years of 2007 and 2008 the increase was 3,4 

percent (SIKA, 2009). International Civil Aviation Organization (ICAO) provided a forecast 

that the number the number of passenger kilometers, that is the amount of kilometers that the 

airline transport passengers, will increase by five percent year 2010 (ICAO 2008). They have 

also forecasted that the demand for air travel will increase until through year 2036 (ICAO, 

2010) 

 

There exists an environmental awareness by stakeholders to a greater extent than previously, 

something that is not limited to the airline business but companies in general. This is indicated 

by the increased demand that companies work with Corporate Social Responsibility issues 

(Borglund, De Geer & Halvarsson,, 2009, p102). Awareness among travelers might have a 

negative impact on the airline business, but in a poll, done by a Swedish newspaper, of the 

environmental preference when it comes to travelling, 62 percent out of 4500 participants 

responded that they will not be affected by the prevailing climate and environment debate. 

Nine percent responded that they intend to reduce their travel, while 29 were willing to pay an 

additional environmental levy (Andersson, 2009). Although it might not be 100 percent 

statistical reliable, it points towards that customers has a positive attitude to travelling by 

planes, despite the negative environmental impact a airplane has.  

 

Despite the increase in passengers, over the past three decades, the airline industry is far from 

being a highly profitable industry. ICAO released a report of profitability for the industry and 

the figures in 2006 barely reached a profit of 0,6 percent above break even. In 2005 the 

industrial operating result was negative (ICAO 2007). Another forecast indicates that 

European actors will be unprofitable until year 2011 or beyond due to the volcano eruption on 

Island, which caused them to halt their operation. (New York Times, 2010). New actors 

constantly emerge and new competing transportation innovations and technologies, such as 

high speed trains, are being developed. When new actors, either competing airlines or other 

transportation means, enter the market the competition increase and the airlines must come up 



 

 

 

 

 
2 

 

with new strategies to be more successful. Other threats to the airline industry include 

individual politicians as well as governmental pressures, both on a domestic, and 

international, -level. They have the power to implement environmental regulations such as 

taxes. In Germany the parliament planned to introduce an environmental tax of one billion 

Euros a year on airline tickets and this in times when the airline business was under severe 

stress (New York Times, 2008). As early as 1998 a proposition to the parliament was issued in 

Sweden. It requested that the level of emitted carbon dioxide year 2010 should be halted to 

the level of year 1990 (Governmental proposition, prop. 1997/98:56, 1998). Another 

environmental target is that the average emission between 2008 and 2012 shall be at least four 

percent less than the emissions level of year 1990 (Swedish Transport agency, 2010). Large 

international aviation organizations, as the International Aviation Transport Industry, have a 

vision of a carbon neutral growth within 25 years. (IATA, 2009). Goals like that might 

pressure airlines to invest in for instance a newer fleet, which required a lot of investment 

capital. Despite the increased demand in airline transportation, there are large stakeholders 

that require that the industry decreases their emissions. Stakeholder that in their turn has a 

demand to decrease their organizational emissions, for instance the United Nations that 

reports emission of 1,741 million tones CO2 year 2010. They state that if they where to “fully 

implement its carbon neutral initiative” it cannot avoid using measure as videoconferences, 

among other things, as opposed to meet face to face (United Nations, 2010, p. 31). As we 

mentioned earlier there are other passenger transport alternatives and technologies that 

constantly threaten the airline industry. SJ, one major Swedish actor in the train sector states 

that one X2000 train emit only four hectogram CO2, as opposed to an airplanes that emits 

circa 6 000 kilogram CO2 on the same route. (SJ, 2010). 

 

The airline industry is also seen as being volatile and following the general business cycle 

(Doganis, 2006). Due to the high amount of money that is at stake, and high costs related to 

maintaining and operating an airplane fleet, the airline industry becomes even more sensitive 

to changes and negative external impacts. The interest for the environment impact, in the 

airline industry, is high in organizations such as the International Civil Aviation Organization 

(ICAO), the Swedish civil aviation agency
1
 as well as in the airlines. There are constantly new 

techniques and technologies being developed by the airplane manufacturers and airlines that 

aim to reduce the aircrafts emissions. For instance a technique that Scandinavian Airlines 

(SAS) introduced, called Green approaches, is used on increasingly number of flights. Green 

approach involves a fast climb and an approach with engines set to idle, in other words the 

pilots are gliding the plane close to the runway (SAS, 2009). This is something that nowadays 

is becoming more common. Malmö Aviation states that they have decreased almost 4000 ton 

of Carbondioxid (CO2) emission one year by using this technique. (Malmö Aviation, 2009)  

Other ways to decrease the emissions could be more of a strategically choice. By using a 

“secondary airport” (Ryanair.com, 2009) such as the Swedish, Stockholm based, airports 

Bromma and Skavsta, an airline can decrease the time spent on the ground while waiting for 

takeoff and when taxiing to and from the gate. This decreases the amount of used fuel and 

thereby decreasing the released emissions. Ryanair.com uses this as arguments for their 

environmental work. They also state that by investing in a new airplane fleet, they have the 

last ten years been able to decrease their CO
2
 emission, one of the environmental impacting 

emissions, by 45 percent. (Ryanair.com, 2009) The airplane manufacturers, such as Airbus 

which is one of the largest manufacturers, are performing alternative fuel research. They hope 

to be able to decrease fuel burn and expand the “payload-range performance”, which basically 

means to be able to fly longer and heavier with less fuel (Airbus.com, 2009). Lars Andersen 

                                                 
1
 Luftfartsverket in Swedish 
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argues in an article that by investing in newer technologies, the result would be saving costs 

as well as the environment in the long run. Using the airplanes more optimally, by working 

with weight savings and improving the aero dynamics, could lead to a lower fuel 

consumption; which in turn would lower the cost and the quantity of released emissions. A 

similar argument is mentioned by the chairman of the board of Kullaflyg and Gotlandsflyg, 

Pigge Werkelin. He states that by making investments in, what can be calls, environmental 

flights it could possible decrease the emissions by 50 percent (Werkelin, 2009).  

 

As we have discussed the airline industry has become, and is still, more environmentally 

adverse than previously. We will now introduce a way to measure, in monetary terms, how 

much value a company, airliner or not, can create by being more environmental friendly or in 

other words, more sustainable. 

1.2 Sustainable Value 

The word sustainable comes from the word sustain, and sustain is synonymous with 

maintaining, which explains the meaning of being sustainable, to maintain something or that 

something should remain the way it is in the long run, for example resources. There are two 

terms that are crucial in this thesis, Sustainable value and “Eco-efficiency”.  Sustainable value 

is a mix of value creation methods and value based management activities which consist of 

economical, social and environmental impacts (Figge, 2005). Eco-efficiency describes how 

well a company uses resources considering their economic activity. By utilizing their 

resources more effectively, a company can create sustainable value (Charlene S Charlotte W 

2008). A company creates sustainable value when the benefits are larger than the cost. In other 

words, the company creates value only when a company generates returns on investment that 

exceed the cost of capital (Michael, Mauboussin & Bartholdson 2002). When measuring 

sustainable value, two approaches could be used, the single impact or the multiple impact. 

Single impact suggests a focus on environmental impacts while the multiple impacts refer to 

including both environmental and social impacts (Figge, 2005). Of importance while 

measuring sustainable value is to secure that any figures that are used in calculations are of 

the same unit. This means comparability could only be achieved if the companies use for 

example CO, SOx etc, and the figures could be allocated at the benchmark (Figge, Hahn, 

2004). Eco-efficiency means to meet the needs of today at the same time as reducing the 

ecological impact in order to secure that there will be resources left to use in the future 

(Ehrenfeld, 2005). It comes from management activities where the management identifies 

those value drivers that will have an impact of the company’s value creation. (Figge, 2005, p 

40)  

 

This area is rather new and a common accepted model has not yet been established. There are 

a number of models that measures eco efficiency and sustainable value, for instance 

Vogtlängder’s “eco-cost/value-ratio” and Echlirch’s IPAT (Impact, Population, Affluence and 

Technology) model. A more recently created method is the ADVANCE Sustainable Value 

model that Frank Figge and Thomas Hahn have created. This method’s prime users are 

stakeholders such as investors and it focuses on measurement, in monetary terms, and takes 

both the efficiency and effectiveness of the resources into account; based on data from 

benchmarks. Sustainable value is created and calculated from each of the company’s resource 

and compared to a chosen benchmark. Main elements in the ADVANCE model is the return 

figure and opportunity cost. Opportunity cost indicates how much value that would have been 

created by another use of, for instance, the capital (Figge & Hahn, 2005). However, 

sustainable value does not answer how efficient the companies use their resources. It does not 



 

 

 

 

 
4 

 

either enclose any information of how the value is created. Companies need to understand 

which components that affects and create value by studying their strategies (Pitelis N. C., 

2001)  

 

Since external impacts from and on the airline most likely will increase in the future it could 

benefit stakeholders, such as investors and suppliers but as well the management. It can be 

used to measure if the airlines are able to create sustainable value in relation to other 

companies within the same industry as well as outside the airline industry. The business is 

constantly expanding and the environment topic is often under focus in the media. At the 

same time the companies’ board of directors is most certainly constantly searching after new 

perspective to increase the value of the company and thereby the stockholders value. This is 

also something that should be of interest for the management; to follow up how they are 

performing and what impact their company has on society. Especially in the airline industry 

where the impact of investors’ decisions is important due to the volatility, sensitivity and the 

large amount of capital that is often required.  

 

As we have discussed the airline industry is under pressure both on an economic and an 

ecological perspective. Still there have not yet, to our knowledge at this time, been produced 

any research that measures sustainable value on any airline company around the world. 

Further the topic sustainability and especially sustainable value is still a relatively new topic. 

The ADVANCE sustainable value method mainly focuses on stakeholders such as investors 

which we see is something to bring up for discussion, the usefulness of the ADVANCE 

method. Should not the manager be able to benefit from environmental information for their 

decisions process?  

1.3 Research question 

How much sustainable value measured with the ADVANCE Sustainable Value method, using 

the single impact method, can the chosen Swedish airline companies create, considering that 

they are performing an activity that is commonly related to as destroying the environment?   

1.4 Purpose   

The purpose with this thesis is threefold. First to explore whether selected Swedish airlines 

create measurable sustainable value with respect to the environment compared to benchmarks. 

Furthermore it explores what value- adding activities the airlines perform to increase their 

environmental value. Secondly, to describe the usefulness of the ADVANCE Sustainable 

Value method while applying it on airlines on the Swedish market. Third, to discuss the 

possibility to expand the usability of this method more towards a usage by internal managers 

in order to aid internal management decisions.  

 

There has to this point, to our knowledge, not been any environmental calculations made on 

any airline business in Europe and Sweden. We can contribute with applying an 

environmental and sustainable value method on an industry that is under high environmental 

pressure and discussing possibilities to use this method to be used as a management control 

tool. 
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1.5 Limitations 

We have, in this thesis, focused on the environmental part of sustainable value. By including 

the social impact, we would need to calculate whether, for example, how many employees 

would have been on sick leave. Such figures would be more difficult to estimate since the sick 

leave could various between the year and it would be difficult to calculate efficiency within 

this area. However, the main reason is the environmental impact that airlines has, which our 

argumentation line have followed. For this reason we will focus on that part. The ADVANCE 

sustainable value method is focusing on the impact and requires information that is publicly 

available. At the time for the scope of this thesis the data of that sort was limited. Since the 

airlines’ core activity is to perform air transport between different destinations, which affects 

the amount of emissions released, it can be argued that the environmental perspective of this 

industry is more important and we therefore should get a good notion of the companies’ 

sustainable value. We also decided to base our calculations on Swedish airlines that conduct 

passenger air transport. By focusing on the Swedish airline industry we believe that we will, 

with a better outcome, be able to hold a good discussion on things that relates to the Swedish 

airline industry as opposed to for instance the US and even the European. We, the authors, 

have already some insight into the Swedish industry because of our preconceptions. 

Furthermore the “green value added” activities within a large European or American airline 

would be hard to analyze to a complete stage, within the timeframe available for this thesis.  

 

1.6 Definitions 

Benchmark: Benchmark is the chosen object that each airline is compared with. In this thesis, 

the Swedish GDP and transport sector.  
 

Company Size: Company size respects the size of a company. It refers to how much value that 

has been created, in our case, by the airlines compared to the benchmark. By dividing the 

return figure with the opportunity, we receive how much value that has been created due to 

the size of company. (Figge, F. (2005)  The measure is enclosed in Scale format.  

 

Corporate Social Responsibility (CSR): The general idea of the concept of CSR is to, as a 

company or organization, act responsible towards their stakeholders. Stakeholders such as 

investors, employees, customers, suppliers, owners and the general environment (Borglund, 

De Geer & Halvarsson, 2009 p 63). The central aspect with CSR is also to concern 

sustainability and environmental sustainability, as this probably is required to succeed in the 

long run (Aras & Crowther, 2009, p. 279). 

 

Efficiency: Efficiency is Swedish GDP and/or transport sector divided with total amount of 

emission released within all resources. (Figge, 2005 p16)   

 

Green value added activity: Is the activity that is performed by the airline in aim to reduce 

emission release and the impact on the environment. (Figge, 2005, p 23) 

 

Gross value added: The gross value added figure is the EBITDA (Earnings before interest, 

taxes and depreciation) and is the first parameter within calculation of value spread. (Figge, 

2005, p 16) 
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Key success factors: Attributes that must be achieved in order to successfully proceed towards 

any goals. (Horngren, Sundem, & Stratton, 2005, p 384) 

 

Management accounting: Is the strategies and activities that is performed by the governance 

within the airline in aim to be more competitive and increase the value for the airlines and 

also to provide crucial information to base decisions out of. (Horngren, Sundem, & Stratton, 

2005, p 384) 

 

Opportunity cost: Opportunity cost indicates how much value that would have been created 

by an alternative use of capital. In our case opportunity cost is calculated through efficiency 

multiplied with the amount of resource created by the airlines. (ADVANCE project, 2006, p 

16)  

 

Resources: Each emission Carbon dioxide (CO2), Nitrogen oxide (NOx), Sulphur oxide (SOx) 

and Carbon monoxide (CO) is assumed as resources within the airline industry. These are 

emission that is connected with the emission release from aircrafts. (ADVANCE project, 

2006, pp. 9-10) 

 

Sustainable value: Is the total of all value contribution dived with number of resources that 

has been calculated. This amount disclose whether the airline creates more value than the 

benchmark or not. (ADVANCE project, 2006, p 19) 
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2. Research methodology 

 

 

We will in this chapter present our topic and our preconceptions. This thesis has had a 
combined qualitative and quantitative path and will present our approach and theoretical 

underpinnings in this chapter. We will give a brief overview of the base for our thesis and 

ending this chapter with a section where we criticize our main sources.   

2.1 Choice of subject 

Both authors have a personal interest in the airline business and aircrafts, per se. Since we 

both are interested in airplanes and take an interest in the airline companies, we decided to 

extend our knowledge in this topic. Hence it came naturally to find a subject that covers the 

airline industry. We had a vague idea of what our focus should be and because environmental 

issues are more or less in everyone’s interest we directed our attention to environmental 

impacts in the airline industry. A combination of accounting and finance with an 

environmental focus would be a great topic.  

 

The sustainable value concept and the ADVANCE Sustainable Value method came to our 

attention through two of our professors. After have read the ADVANCE survey we decided 

that we wanted to use that method and perform measures on airlines and benchmark them. 

The ADVANCE concept, as will be displayed further on in the thesis, allows for a calculation 

of sustainable value creation in monetary terms.  

 
To sum up, our aim is to perform sustainable value calculations based on data that is displayed 

in annual, - and sustainable reports issued by the airlines, as well as information on their 

webpage. By using the outcome of these calculations we can determine if the airlines are able 

to create sustainable value by using their resources compared to GDP and transport sector. 

This information can be crucial for potential investors and for management as a complement 

when making decisions as we will be presented later on in the thesis.  

2.2 Preconceptions 

Preconceptions come from the researchers previous experiences, such as practical and social 

background. For instance a researcher with a background from a high educated home has 

possibly another preconception of the social environment than one from a low educated home. 

(Johansson Lindfors, 2003, p 25) This can impact our view on our research question. What we 

know before makes difference when we are formulating our questions. 

 

One of the authors, Lundgren, has also written his bachelor thesis with a focus on the airline 

industry and has therefore read articles and books about this topic
2
. Our preconception, as 

earlier studies and an overall industry specific interest, has made it easier to comprehend the 

material and the number of industry specific words that we have come across during the 

process. Both authors are student at U.S.B.E (Umeå School of Business) in business 

administration with a focus on accounting. Although the term sustainable value, the 

                                                 
2
 The thesis was written by Anja Hellström and Rickard Lundgren and is called “Leasing på den Svenska 

flygmarknaden” (“Leasing on the Swedish airline market”). 
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ADVANCE method and sustainable reporting concept are new to both authors, we believe 

that our previous knowledge in accounting and finance has made the learning process easier. 

We searched for alternative methods which in turn helped the implementation of the 

ADVANCE method on our specific target, the Swedish airline industry since it created a 

greater understanding of the different parts of the calculations.   

2.3 Epistemology 

Everything is not viewed as “acceptable knowledge” in a scientific sense (Bryman & Bell, 

2005, p. 27). One can distinguish mainly two approaches on to what “knowledge” is, the 

positivistic and the hermeneutic. The positivistic has more of a nature scientific view to 

knowledge. The researchers are focusing on explaining something instead of interpreting it. 

Hermeneutic perspectives are, on the other hand, based on understanding and interpreting an 

existing model or method. (Bryman & Bell, 2005, pp. 27-29)   

 

This thesis follows a positivistic approach. We aim to explore if Swedish airliners are able to 

create a positive sustainable value, meaning that the resources is used more efficiently than 

the benchmarks. Furthermore it is to describe the value adding activities that these companies 

are performing in order to create or increase their sustainable value. In order to create a 

sustainable value it is important to distinguish these activities, and focus on them. Finally we 

will hold a discussion where we will discuss the managerial use of this method. We will 

display, in the theoretical framework, how the management can use their many tools in the 

decision process, and discuss how the sustainable value method can be used in this process. 

2.4 Ontology 

Ontology can shortly be described as questions concerning of what reality is. (Johannesen & 

Tufte, 2003, p. 16) The central idea often is whether social entities are to be seen as an 

objective that possesses their own reality, for example something that cannot be influenced or 

a construction of our actions and perceptions, which can be influenced. (Bryman & Bell, 

2005, pp 29-33, 588) These two views are called objectivism and constructionism. The 

objectivistic classification means that social phenomenon is independent and does not rely on 

any social participators of any sort. The contructionistic standpoint, on the other hand, means 

that these social phenomenons and their meaning are created by us, as participants. The 

meaning thereof is constantly changing. (Bryman & Bell, p. 33) However there is also one 

view called realism implying that these social phenomenons are produced by real mechanisms 

but the researcher is only able to study them through their effects. Whittington (1989) 

referenced by Bryman & Bell, 2003 pp. 489-490) performed a case study where he concluded 

that the many differences, that were displayed in the business social structures, did now allow 

room for simple decisions and still left so much space for individual single handed actions 

and choices.  

The sustainable value, either positive or negative, can be the outcome of mechanisms such as, 

changes in the value added activities that the organization are performing, it can also be 

because of financial activities. The effect of these mechanisms is the outcome, such as the 

result, or any other numbers related to the balance sheet and income statement. It is also the 

effect of the airlines operating activity, the passenger transport, which in turn relates to 

emissions release. The “reality” can be explained by taking a look at the effects of the 

industry and each company/organization.  
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2.5 Research approach  

A thesis is usually conducted either by an inductive or deductive approach. These two 

concepts can briefly be described as deductive, “going from a theory to data”, which is often 

used when a hypothesis is tested. Inductive on the other hand goes “from data to theory” 

(Johannessen & Tufte, p35). It can sometimes be hard to pinpoint whether it is a inductive or 

deductive, therefore it can be recommended that one think of it as tendencies instead (Bryman 

& Bell, pp.24-25). 

This thesis has a mainly a deductive approach. Our study is based on an existing method to 

calculate sustainable value and the aim is not to create a new theory. On the other, we do not 

test a hypothesis either. We strive to create our empirical result with a base out of our 

theoretical underpinnings, in other words moving “from theory to empiric”. Our theoretical 

framework will allow us to discuss the result that we get from the calculations and at the same 

time it will allow discussions about the managerial aspects of our purpose. Still, it is not 

always easy to pinpoint a clear deductive approach, as mentioned above. Something that is 

also applicable in our case. Nonetheless, the overall tendency leans towards a deductive 

approach.  

We have raised the argument that the airline industry is having an impact on the environment. 

We will perform sustainable value calculations on three Swedish airlines and explain the 

result, which can be either a negative value or a positive. This value can be impacted by a 

variety of reasons for instance if the company are performing activities that can benefit their 

“green” value, which we will get back to in our theoretical framework. The ADVANCE 

Sustainable Value method’s main user is stakeholders such as investors but we believe there is 

a greater range of usability of this method. We will therefore discuss the use of the 

ADVANCE method, but with a higher degree of focus on the management’s decisions 

process.  

2.6 Research design 

There are a number of methods that can be used when one are designing research. We want to 

point out the nature of our study by mentioning that we are using three Swedish airlines, 

where we make sustainable value calculations on each one of them, with the use of 

benchmarks. We can also compare this value to other benchmarks. This leads us to a 

comparative case study structure where the task is to repeat the case study for each of these 

cases. (Yin, 2003, p.153) Case studies can be used when researcher wants to study an object, 

which applies in our case, (Merriam, 1994, p.70). Case studies are a strategy that can contain 

qualitative as well as quantitative data and there can also be a combination of them both 

(Johannessen & Tufte, p.56). We will use a holistic multiple case design, for single analysis 

units. The opposite of the holistic case studies is the embedded, which includes analysis units, 

for instance a subunit within an organization (Yin, 2003, p40). It is sometime difficult to 

distinguish what exactly “the case” includes. It may seem that we have many small parts 

included in the case. However we mainly have two parts; for each case as can be seen in the 

Figure 1. Within each case we will measure both benchmarks towards the data from the 

respectively airline. The companies will be compared towards each benchmark, which will 

result in a monetary value. After we have made necessary measurements, within each case, we 

will combine the information and analyze the companies in chapter six.  
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Figure 1 Case structure 

2.7 Quantitative and qualitative methods  

The difference between a quantitative and a qualitative method could shortly be described as 

the dealing with different types of data. A quantitative method involves more “hard” data and 

requires in general more calculations. Researchers can for example use surveys to get a larger 

amount of data. Quantitative method has a low flexibility since the answers cannot easily be 

altered after the survey has been completed. There is also little room for evolving answers. A 

qualitative method is based on discussions between participants about different topics and 

aims to create an understanding of a phenomenon. The qualitative data can include a full 

transcript of discussion on to a qualitative method can be applied. The data is usually of a 

more “soft” kind and the focus lies on interpretation. The flexibility in a qualitative method is 

greater and a researcher can let the informants control the situation, which might impact the 

information that is given to be more positive. However the method for collecting the data can 

wary. (Johannessen & Tufte, pp. 69-72)  

We aim to explore and describe whether selected Swedish airlines create measurable 

sustainable value, and which, if any, value adding activities or strategies the airline performs. 

Our research design involves a case study where each case equals the three airlines we have 

chosen. We will perform calculations and discuss their value added activities as well as 

discussing the ADVANCE sustainable value methods usability. We are combining both 

quantitative and qualitative data. Both performing these calculations and looking in to details 

about the company that lets us measure the sustainable value and hold a discussion about 

other parts in our purpose. For instance, the information about the value added activities can 

be found on the company’s websites and/or annual reports. This information needs to be 

interpreted in a way that makes it more “soft” than “hard”.  

2.8 Perspective 

Johannessen and Tufte gives an example of a regular street can appear to look different, in the 

viewers’ perspective, depending on where you stand. The perspective can have significant 

bearing on the results, while studying a phenomenon. To chose a perspective means that one 

are directing the attention to a specific part of the phenomenon (Johannessen & Tufte, p.32). 

The ADVANCE method produces and discloses important information to stakeholders such as 

mainly potential investors, governments and competitors but also owners and the 

management. We have chosen to focus on airlines that are mainly non-public companies and 

therefore we believe that the information in our thesis would benefit the management among 

the airlines. This leads us to a management perspective in this particular thesis.  
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2.9 Theoretical underpinnings 

We do not rely on one major theory. Instead we base our thesis on theories, models, methods 

and concepts. The thesis aims to explore if the selected Swedish airlines, are able to create a 

sustainable value. Furthermore it is also to explore the value adding activities. We also aim to 

hold a discussion about the usability of the ADVANCE sustainable value method from a 

managerial point of view. Since we have chosen a management perspective in this thesis, we 

will start our theoretical chapter by presenting the subject management control and 

management accounting. We focus on presenting information created in this thesis, to the 

management and also enclose the concept management accounting. We intend to enlighten the 

reader about the information the management uses and why this information is important. It 

benefits the reader to understand and keep in mind when we later on will analyze the outcome 

of our calculations as well as discussing the possibility to expand the main user group of this 

method. We will continue with information about the concept Corporate Social Responsibility 

(CSR). Sustainability is directly related to CSR and therefore we aim to build a theoretical 

ground for the reader before we move on the concept of sustainable value. It is required to 

have a theoretical understanding about sustainable value in order to perform any sustainable 

value measurements, and also answer our research question. Consequently we will present 

studies done about sustainable value and value added activities. The measurement of 

sustainable value will be made by the ADVANCE sustainable value method. It builds on what 

is known as opportunity costs which is a fundament for this thesis, which is why we will 

describe the opportunity cost concept more in detail in chapter three. We will also briefly 

mention the meaning of the resource behind our calculations. This part will help the readers to 
understand how the resource is created and how it could be used in the calculation. With 

resources, in this context, we mean each emission CO
2
, NOx, SOx and CO. Within the airline 

industry it is the resource used to produce their air transportation service. 

2.10 Source critics 

2.10.1 Primary sources 
The sources we have used are partly from books that are available at University library at 

Umeå University. Our searches are made on their search function ALBUM and LIBRIS. We 

have used Business Sources Premier and Emerald to search for articles. Search words such 

“CSR”, “Sustainable Value”, “Sustainable Report”, “Sustainability report”, “CSR”, “Airlines” 

and “Airplanes”. Google scholar and the search engine Google has also been used in some 

extent, to find various information. Our main sources are articles produced by Hahn and 

Figge, the ADVANCE Sustainable Value survey and Tommy Borglund and his cowriters 

regarding the section about CSR. We have also used reports from the Transportstyrelsen 

(SIKA) and from Banverket (Flygmarknades utveckling) to describe how far aviation has 

been developed in 2005 and 2006.  

2.10.2 Secondary sources 
Our secondary sources are financial information from the both selected companies as well as 

the benchmarks. Also data over emitted resources that we will base our calculations on. This 

information is derived from our chosen companies’ annual reports and from their web pages. 

We will describe in further detail how and what we look upon in the practical methodology 

chapter. One critic to these sources is that data can hardly be seen as 100 percent reliable. If 
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there in fact should be errors it would compromise our calculations and results. The same 

would apply for any other data about emissions we gather. However due to the calculations 

the airliners make and their knowledge of their line of business as well as their airplanes we 

argue that it is enough reliable to be able to be calculated. Given that the calculations are 

made properly, it will lead to a result that will be trustworthy and give a good indication to 

their sustainable value. In chapter four we will cover data from our primary sources more in 

detail.  

2.10.3 General source criticism  
Articles that have been used are derived from databases for scientific articles, as mentioned 

above. We have also used a text that has been written by Volvo to build an understanding on 

respective emissions. We believe that facts are accurate and do not see any reasons to distrust 

its sections about emits. The risk with using articles that are not peer reviewed is that the 

articles fact are not checked and approved by independent reviewers. The same applies in the 

case with books. However as the following section will display our main, printed, sources are 

written by authors with a high level of experience from practice and/or research. Therefore we 

argue that our main printed sources are reliable. In some parts of the theoretical framework 

section we have used one or two main authors. The risk with this is to get a biased view of a 

concept. However this risk is quite small in our case as we see it. Textbooks are reviewed; 

they are also using a great number of sources to combine the common view of knowledge. 

The authors we have chosen to base main parts of a section are highly respected and with a 

high level of experience. Therefore we argue that the risk decreases.   

2.11 Detailed source criticism 

2.11.1 Management accounting 

The section management accounting in chapter three is based on the book “Introduction to 

Management Accounting” thirteenth edition. Written by Horngren, Sundem and Stratton. 
Published by Pearson Prentice Hall(TM). Charles T. Horngren is the “Edmund W. Littlefield 

Professor of Accounting emeritus, at Stanford University” and also a certified public 

accountant. Gary L. Sundem is the “Julius A Roller Professor of Accounting at the University 

of Washington” and was also the President of the American Accounting Association between 

1992-1993. William O. Stratton is the “Professor of Accounting at Pepperdine University.” 

and also a certified management accountant. They have all published a number of 

publications. 

Our intentions are to provide the reader with a basic introduction to the concept of 

management accounting. We have therefore settled with a book that is an “Introduction” to 

the subject. The writers have a solid knowledge about the subject. Books of this kind might 

otherwise not be enough to base a study or research that solely focus on the subject 

management accounting. However, the purpose with the book fulfills our needs and we 

believe that in an introduction book it is hard for the authors to give a false picture since it is a 

well known and studied subject.  

2.11.2 CSR 
The most important source for our CSR section is the Swedish book, “Värdeskapande CSR – 

Hur företag tar social ansvar” by the authors Dr. Tommy Borglund, Professor Hans De Geer 

and Mats Hallvarsson, published by Norstedts akademiska förlag. The main author is Tommy 

Borglund and he, who has a PhD from Handelshögskolan in Stockholm, has worked as an 
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economy journalist at Swedish radio stations and a financial newspaper. He is a CSR expert 

on one of the leading consultant firms for financial communication in Sweden. The other 

authors have written limited number of pages who is not used as a source in this thesis 

therefore we will not go in to details.  

We aim to give the reader, as in the case of the section about management accounting, a basic 

understanding of what the concept CSR means. The risks of using one main source are that 

we will not be able to enclose a broad view of CSR. However due to the fact that we have 

used some articles as well as others books, even just for smaller sections. We argue that we 

have, as mentioned, fulfilled our needs to understand CSR for the scope of our thesis. This 

book presents a positive view of CSR and also a needed published criticism towards CSR. It 

illustrates the main critic that has been brought up regarding CSR. Even though it has more of 

a positive standpoint, we feel it is fair in its presentation of CSR.   

2.11.3 Sustainable Value and reporting 
The main sources for sustainable value have been from Dr. Thomas Hahn and Professor 

Frank Figge. Figge and Hahn have together written several articles on sustainable value 

creation and also coined the ADVANCE method. 

 

Figge holds a chair of management and sustainability at Queens University Management 

School in Belfast. He is one of the researcher that develop the concept sustainable value 

creating where the interest is further methodological development, sector studies and 

dissemination within concept of sustainable value. Dr. Tobias Hahn is associate professor for 

corporate responsibility and environmental management at Euromade Marseille Management 

School. Hahn research has the same approach as Frank Figge, with focus on stakeholders 

behavior and information management. They have together with a number of others 

researchers designed the ADVANCE guideline , the result out of ADVANCE survey and, a 

manual to analyze the sustainable value creation and return figure cost ratio.  

 

Articles such as "The cost of sustainability capital and the creation of sustainable value by 

companies" and "Sustainable value added - measuring corporate contribution to 

sustainability beyond eco efficiency” has played an important part to the background theory of 

this section. These articles describe the core of Hahn and Figge’s approach to the sustainable 

value creation of environmental resources and how these can be measured. Hahn and Figge 

describe the depth of each element of the process behind creation of value thinking and how it 

works in theory and practice. The articles are about the same as ADVANCE guideline where 

fundament is the value creation.  

The Article "Value-based Environmental Management, Environmental value from top 

Environmental option value" is written by Thomas Hahn. This article is the main source for 

this part where we describe the green value added activity, activities undertaken in companies 

and the very propose of it. The purpose is to let the readers create an understanding that the 

activities performed by the company can create a value added management and value driver. 

Critics that can be directed to this article since it describes, to a large extent, the value of the 

share and option value when we only want to write about the philosophy of creative activities. 
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Moreover, we have chosen to include other articles that have relation to our subject. The 

article "Eco efficiency and firm value", describes the purpose of the efficiency of resource. 

Similarly, we chose to include "Sustainable development: passing FAD or potential reality" 

since it clarifies the concept of sustainable value. Another article is "Communicating the eco-

efficiency of products and services by means of the eco-costs/value model". This article 

describes the sustainable value and eco costs in the value chain eco cost. The last article that 

we chose was "Eco efficiency, Philosophy, theory and tools". This article described the 

macroeconomic factors impacts on the company and how it can be measured. 
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3. Theoretical framework 

 

 

 
This chapter starts with presenting management control and control systems. The 

management’s role is to introduce good measures to base their decisions on due to that many 

decision can impact the companies and thereby their stakeholders. CSR introduces the 

thinking that one should not only consider aspects that have an impact on a short term base. 

The sustainable value method is a tool, which is taking social and environmental aspects into 

account, to be sustainable, to act on a long term basis and how it all could be linked.  

3.1 Management control and control systems 

Part of our purpose is to discuss the possibility to expand the usability of this method more 

towards a usage by internal managers in order to aid internal management decisions, which is 

one important reason, to why we start with a section about management control. That is, to 

build an understanding of why tools like the ADVANCE sustainable value method could be 

used, and how. 

 

We will start with defining management control as “the processes by which managers assure 

that resources are obtained and used effectively and efficiently in the accomplishment of the 

organization’s objectives“ (Hearth, S.K, 2007, p. 898). Management control tools are used 

when the managers are interacting with others in the organization. (Horngren et al, p. 898) 

Some of the managers’ functions are to create plans, strategize and to identify key success 

factors. To decide if they should implement these plans and build control systems so that they 

can supervise it (Weetman, 2003, p. 454).
 
These control systems are most known as 

management control systems, which is a use of techniques for gathering and using 

information that managers use in the decisions process. The purposes of management control 

systems are to gather and use information that can be used to coordinate the process to plan 

and broadcast throughout the organization, so that all knows what is expected out of them. 

(Bhilmani et al, 2008, p. 615)
 
The role of the management that we emphasize involves 

creating measures and using them as a base for strategic decisions. “You simply can’t manage 

something you can’t measure” (Horngren et al, p. 385). This quote gives a notion of the 

meaning of management control, to focus in key areas and goals of the organization. These 

measures can also be of a nonfinancial form however, in the scope of our thesis, the financial 

measures are the most interesting ones. These come from productivity measures, accounting 

information and much more. (Horngren et al, p. 385)  

3.1.1 Management accounting 
Management accountants measures and reports both financial and other information to assist 

the management to reach their goals. The management accounting system is important as it 

invokes overall organizational control. (Bhilmani et al, 2008, p. 5) This can include the same 

information as one can find in an annual report. However the use of information could differ 

between them depending on the receiver. The accounting information users are those that 

have an interest in the organization for example stakeholders, such as banks, stock owners, 

employees, governments and the management (Drury, 2008 p 6). Both parts use the 

information to make decisions where, for instance, the stockholders uses the accounting 
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information to decide whether to invest in a particular company. The management, on the 

other hand, uses it to make their daily decisions (Drury, 2008, p. 6), as mentioned above. The 

accounting information, discussed, is divided in to two parts - financial accounting and 

management accounting. The primary users for the management accounting information are 

organizational managers while financial accounting information focuses mostly on external 

users. Other differences are that financial accounting often are constrained by rules and 

recommendation as IAS/IFRS and GAAP while management accounting has no other 

constraints than that it might cost more than it is useful. The time span of the different 

accounting types vary from a more flexible way where the span can be anywhere from hours 

to several years. The financial accounting are less flexible and with shorter spans for instance 

one quarter or one year. The information provided in the management accounting is generally 

more detailed and focuses more towards a future orientation. An example could be comparing 

the actual year’s budget to the outcome while the financial counterpart focuses on historical 

evaluation and compares year X2 outcome to X1's outcome. (Horngren et al p. 6)  

3.1.2 Planning and deciding 
The manager uses the management accounting information to base their decisions on; and 

also to create plans out of. There are mainly two different types of decisions that are taken 

within an organization, planning decisions and control decisions. (Horngren et al p.6) 

Planning deals with setting objectives that an organization should reach (Bhilmani et al, 2008, 

p.942), for instance a profit target but it can also be a emission target. Control decisions on the 

other hand refers to implementing plans and controlling how objectives are being met with the 

use of feedback such as reports, comparison of actual versus budgeted revenue etcetera. 

(Horngren et al p.6) Although there are not the same regulations for the information provided 

to the management, this is something that is important to remember when making decisions 

that have an impact on the whole process, or projects outcome (Horngren et al p.14). There 

are less regulation that controls what type of information that should be produced, 

nevertheless the accounting information should be useful (Gowthorpe, C., 2008 p. 5). Another 

type of decisions is environmental decisions, which as the name implies, impacts the 

environment. The information that is provided for the management regarding environmental 

issues could be of importance for companies. Especially those organizations that operate in 

areas with high environmental impact, such as the airline industry. (Horngren et al p.14)  

3.1.3 Relevant information 
Information is one of the fundament for decision making and the best suitable information 

differs. A decision process can shortly be described in five steps. First comes the gathering of 

information, both historical information as well as information that can have a future impact. 

(Bhilmani et al, 2008, p.310) The next step would be making assessments of the future so that 

step three, the actual choosing of alternatives, has a good standoff point. Step four would be to 

implement these decisions and finally step five, evaluate the performance. (Bhilmani et al, 

2008, pp. 310-311)  In our case the step number one to three is more important, that is 

gathering of information, predicting the future and choosing or rather deciding. Relevant 

information should preferable be used, and it is defined as “predicted future costs and 

revenues” (Horngren et al, p. 200). It means that old information might have little impact on 

the decision making, still this does not mean that historical data is not valuable. The historical 

data from yesterday would probably be a base for any predictions of buying the same thing 

today. Therefore it has an indirect impact on the decisions. On the other hand if the prediction 

would be based on information that has no optional prices the prediction would be irrelevant.  
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The information is hopefully accurate and relevant although often quite costly. Therefore 

accountants sometimes need to make a trade-off and produce less costly information risking 

less accuracy. (Horngren et al, p.201)   

3.1.4 Accountability 
We will now move from gathering information and making decisions to another aspect of 

management and leadership.  

 

A definition of accountability can be that a company is accountable to their stakeholders. The 

company is required to inform stakeholders about its actions, their decisions, to justify them 

and in case something is incorrect held responsible to them (Diamond, Platter, Schedler & 

Andreas, 1999, pp. 13-14). This basically means that managers need to justify and disclose 

their decisions. Although highly sensitive information will not be disclosed the managers still 

stand responsible. Some literature describes the concept of accountability as a power that 

drives managers to meet their owner’s needs (Oakes & Young, 2008, p. 769). This also 

follows the definition that was briefly described. Others argue that the term “accountability” 

is too narrow and argues that there is not just a single type of accountability. They mean that 

there is a “bureaucratic, legal and professional accountability”. (Oakes & Young, 2008, p.769)   

 

We will nonetheless end this section and urge the reader to bear it in mind that there is one or 

more persons that make decisions and that someone are held accountable for these decisions. 

3.1.5 Strategy 
There are a number of organizational theories which reflects upon what is referred to as 

strategically adaptation (Hatch, 2000, p 128). We will not go in too deeply in to them as our 

main purpose is focusing on the actual measurement of sustainable value. However we will go 

through, what we argue are, the necessary theories to hold a discussion about a possible usage 
of the ADVANCE method by managers.  

 

The theory of resource dependence was introduced by Jeffrey Pfeffer and Gerald Salancik. 

They argue that organization’s are interdependent and controlled by their surroundings for 

example via social legitimacy and resources. Pfeffer and Salancik illustrate this with an 

example about one buyer and one seller of a product in a small town and all works well. The 

buyer and the seller complete each other with an even demand and supply. When suddenly 

another buyer enters the market the demand increases to that extent that buyer “A” are not 

able to fulfill his/her need. This has a large negative impact on buyer A. (Pfeffer & Salancik, 

1978, pp 41-42). An organizations vulnerability to its surroundings is controlled by their 

needs of resources, capital, human capital and services, which is controlled by others (Hatch, 

2000 p 102). Something which is illustrated by their example, although we have shortened it 

severely, it still should give a notion of their point. The theory also suggest that these thoughts 

of an regular supplier leads to scarcity in two ways. Either the endogenous way, the suppliers’ 

own success. Increased use can make the resources more costly as the demand increases. The 

other way is the exogenous, where an increased demand in an industry may decrease the 

available resources and thereby more scarce. Adding these two powers together make the 

scarcity even greater. (Sherer, & Lee, 2002, p. 103) The environment that organizations exist 

in possesses a powerful position where its actors can demand good prices, products and 

services. (Hatch, 2000 p 102) Pfeffer and Salancik agree to that the organization with the 

power is the one who controls the resources. They also list a number of factors that could 

increase the extent of external impact. Awareness of the demand is one, control of the 

allocation or use of resources is another. Third is that the organizations’ output can be judged 
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if they comply with the demands. (Pfeffer & Salancik, 1978, p. 45) A core idea, of the 

resource dependency theory, is that although there exist a dependency and that the 

organizations environment posses a powerful position, the managers can learn how to control 

these influences. If organizations analyze their stakeholders and network they can understand 

the influence makers in their surroundings. What resources are used? Who are in control of 

them? (Hatch, 2000, p 102). The resources that we refer to in this particular study are not the 

fuel that drives the engines; instead it is the emissions, or environmental resources, such as 

carbon dioxide. When an airline is creating its service, it is indeed using fuel to produce the 

service; however it is also creating emissions. If we recall the introduction we mentioned 

environmental taxes on for instance CO2. By producing their service they create emissions 

that create costs, therefore we will continue using the term resource in the context of 

emissions. With that said, in this study, the main resources are CO2, NOx, SOx and CO, 

resources that will be described further in chapter four, and those that are in control of them 

can impact the outcome of the airlines usage of this resources are for instance governments. 

One way could be with the use of an environmental tax or restriction. It could also be a 

competitor which proclaims their low environmental impact, yet producing an equally good 

service. In order to control these impacts it is necessary to decrease the gap between the 

power positions. Ways to do so could be the use other suppliers, which was the case in the 

example above. It can also be the use of marketing to enhance the use of their services. 

(Hatch, 2000, p. 104) 

 

Institutional theory refers to the social legitimacy, which is something that should not be 

forgotten. If an organization acts under conditions where their surroundings does not see a 

reason to why they should exist. Therefore it is not only the economical part that is necessary 

to keep an organization “living”. Philip Selznick made the observation that an organization 

also adapts to societies sets of values and not only to the goals that the leaders have set up. If 

the organization adapts to these values and demands, mentioned, the society will give its 

support that could be the key to survival. Hatch mentions an example about companies in 

South Africa, under the apartheid system, which was run out of business due to economical 

sanctions directed towards these companies. This happened because of their social legitimacy 

was revoked (Hatch, 2000 p. 110). The concept of legitimacy adds to what resource 

dependency theory did not, to identify organizations that are likely to be of an innovative 

kind, an up riser. (Sherer, & Lee, 2002, p. 103)    

 

Population ecology theory is the last organizational theory that we will mention. It is argued 

that the surrounding will chose the organization that best suits their interests. One focuses on 

finding patterns for success or failures in the organization, instead of focusing on resources. 

Still, because of the nature of this theory it can also lead to that organizations attempts to 

secure resources are interrupted. The population ecology is based on analyzing the 

organizations environment. The drawback with this theory is that it is mainly focusing on 

organizations under high competitive pressure.  

 

The term strategic adaptation reflects back to these theories, or rather includes them. A 

strategy that makes the company adapt to its surroundings. When it has adapted enough the 

surrounding will chose the organization, which will lead to that their resources are granted 

and receive the needed social legitimacy (Hatch, 2000 p 128). A good strategy will lead to that 

the company stand a greater chance to succeed. For an airline the managers needs to strategize 

to be able to make the necessary adaptations in order to be socially accepted but also in order 

to meet the surroundings requirements. By knowing the external forces it is possible to adapt 

in order to receive, or rather spend the resources (produce emissions). This, we argue, is the 
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strategically based core point in this thesis, which is also why we placed a bit more focus on 

the theory of resource dependency. A strategy could be a start to an environmental program, to 

decrease CO2 emits, which could qualify as a business or organizational strategic decision. 

The ultimate goal, of a strategy, for the company or organization is to survive any restraints, 

changes and competitors that pose a threat to its existence and also if possible to create a 

revenue by doing so. (Hatch p. 126) We focus our attention to the fact that changes in the 

business process may not have an impact on the management accounting. Instead it is merely 

the fact that changes occur and management accounting need to change with them since the 

accounting information is the information that management base their decisions on. 

 

We have covered parts of the decisions process, how decisions are made and on what grounds. 

Also presented a discussion about how and why strategies are created. We will now continue 

with the Corporate Social Responsibility (CSR) concept where we will show that our main 

topic sustainable value are closely related to, and has roots in the underlying concept of CSR.  

3.2 Corporate Social Responsibility  

There is no agreed definition of Corporate Social Responsibility (further in the text named as 

CSR). Nevertheless the general idea of the concept of CSR is to, as a company or 

organization, act responsible towards the most important stakeholders, such as employees, 

customers, suppliers, owners and in general the environment (Borglund, De Geer & 

Halvarsson, 2009, p 63). To act responsible means that the company needs to identify areas in 

need of attention. This could be improving their environmental work, produce safer products 

or in our case make necessary changes to decrease their emissions. CSR focuses on the ethics 

in the companies’ principles and values to avoid being disbelieved for their efforts (Borglund 

et al, 2009, p 63). The central aspect with CSR is to be sustainable and to succeed in the long 

run the organization should focus on environmental sustainability (Aras & Crowther p279).  

3.2.1 History of CSR 
To be able to fully understand CSR we will include history of how these thoughts have risen. 

One major force behind CSR growth was the series of scandals in the early 20:th century 

where Enron, WorldCom and one of the world’s major auditing firms, Arthur Andersen was 

involved. Another large force was the resistance to the globalization. Large companies were 

criticized for setting up productions in under developed countries with low pay rates. The 

impact of this was that employees in the western countries lost their jobs. Still the 

management got bonus for a well achieved job. (Borglund et al, 2009, pp 49-51) This 

disbelief had a large impact which led to regulations of the market. The companies’ 

responsibility increased and in the US the Sarbanes-Oxley Act was created which requires the 

management to verify that the financial information is correct. This “mistrust crisis” was 

shown all over the world and in Sweden one could mention the case of Skandia. (Borglund et 

al,2009, pp. 55-56) Year 2003 the Swedish government established “Förtroendekommisionen” 

that were to deal with this mistrust. (Borglund et al, 2009, p56) The mistrust also raised 

questions about the ethical aspects of the companies. Researchers argue that it is hard to 

maximize the profit on a long run basis if they keep disregarding the organizations business 
ethics. (Borglund et al, 2009, p 63) This is part of why ethics has such a major meaning in 

CSR concept without elaborating the complex system of different types of ethics too much. 

Discussion, with a moral base, exists to involve consequence thinking – a “consequence 

ethics” (Borglund et al, 2009, p 89) Further on we have discussions that deal with what type 

of values that are important? This value foundation is created through these types of questions 

and is based on values that the organization values extra high. (Borglund et al, 2009, p 90)  
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The history behind CSR shows a great extent of ethical reasons, but there are of course other 

reasons to why companies engage in CSR activities. Some argue that companies that uses a 

lot of resources to produce their products and services and therefore they should contribute to 

the society on other levels. (Jamali & Mirshak, 2007, p. 244)  Arguments from financial 

analysts, in Sweden, regarding CSR are that it creates value in different ways. It strengthens 

the brand as well as increases its attraction for employees. Costs for a company decreases as 

they start using their resources more carefully. Risk for fines decreases which also has a 

positive effect on the risk for damage to the brand. (Borglund et al, 2009, p 102). Another 

strong force is the stakeholders’ demands, for instance large public companies, in Sweden, are 

expected to work with CSR. (Borglund et al, 2009, p102)  

3.2.2 CSR and stakeholders 
Behind the CSR concept there is an underlying concern for the stakeholders. The stakeholder 

model is used to identify the company’s most important stakeholders. The single one 

stakeholder that has been most important has varied over time, and stockholders might be 

argued to be the most important one today. The stakeholder model is a ground for the 

stakeholder theory, which is one of the most important theories that CSR builds upon. 

(Borglund et al, 2009, pp. 64-68) R. Edward Freeman, who is the initial creator of this theory, 

writes “managers have a duty to stockholders with the concept that managers bear a fiduciary 

relationship to stakeholders” (Stieb, 2009, p. 405). The central idea, with the stakeholder 

theory, is that the management needs to maintain a good relationship to their stakeholders in 

order to be successful. These stakeholders include governments, organizations, financers, 

customers, suppliers, employees, communities, etc. The management’s task is to increase 

these stakeholders value as much as possible to keep their support. Also to balance the 

stakeholders needs with the organization so that the profit is maximized. (Freeman & Phillips, 

2002 p. 333) The theory suggests that companies should voluntary satisfy the needs of the 

important stakeholders, which would create a good long term relationship. (Borglund et al, 

2009, p. 68-69) Studies have shown that it could also improve the market value if the 

company works CSR. This has been proved by Dr. Lars G. Hassel, Professor of accounting at 

Umeå School of Business, and associates. In the short run it might decrease the profitability 

but in the long run it impacts the companies’ value. (Borglund et al, 2009, p 121, 132)     

 

There are two sides of this story, something that is important to mention. As with anything, 

not everyone agrees that CSR is increasing stakeholders’ value. One argument that is often 

noticed is Milton Friedman’s who argues that companies should only focus on maximizing the 

profit, and which also would be the most important contribution, to the society. However he 

argues that it is correct that the companies should follow laws and ethics but not lose focus of 

the central objective, the profit. The managers objective are not to spend the owners money on 

minimizing emits more than needed. This is something that benefits the whole society and 

therefore something politicians should argue for. (Borglund et al, 2009, p 77)  

3.2.3 CSR “the movement” 
Nevertheless the interest for CSR is increasing. As we have mentioned CSR has become more 

popular and in Europe’s 150 largest companies almost 97 percent states publicly that they use, 

or work with, CSR according to a study that Hallvarsson & Halvarson (further on mentioned 

as H&H), a large Swedish consultant firm within the sustainability area. Borglund states that 

“Among 600 listed European companies 73 percent have publicly available information about 
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CSR” 3 (Borglund et al, 2009, pp 97-98). Transport companies, which are more important in 

our research, tend to focus on CSR rather than to risk losing their reputation. The concept has 

also spread to other industries as they begin to work with CSR, therefore the availability of 

sustainability information has increased. (Borglund et al, 2009, pp 97-98) 

 

We have explained that CSR comes from different types of questions that have been raised. 

The concept of CSR has grown and still does, but we see that it was mostly initiated by events 

that had major impacts on the economy. We have displayed that there are many arguments 

about what effects CSR has, and if it is correct to more or less demand that companies should 

invoke this way of thinking We argue that it is important, for further reading, to know that 

there have been critical viewpoints towards CSR and the sustainability. We will not focus on 

this part instead we aim to bring out the crucial and most important things with CSR to be 

able to grasp the methods and concept that we base our study on. 

3.3 Externalities 

We have so far covered how the concepts of CSR arise. The involvement of business ethics 

and the impact it has had on the “CSR movement” but when it comes to sustainability one 

also needs to have externalities in mind. We will therefore briefly go over what externalities 

are.    

 

“What is a “natural resource?”? To whom do the Earth’s riches belong – all of mankind, the 

nations that in which those riches are found, or individuals?”
 
 (Cooper, 1994, p. 1) 

 

Externalities can vastly be defined as the cost or benefit that others than the producer and/or 

consumer get affected by. One example, although not related to environmental issues, is the 

external benefits and the effect on society that education has. However, we will focus more on 

the negative side of externality. This is called external costs. One could for instance mention 

the pollution from industries, the congestion that airplanes produce. This is something that 

affects a larger scale than them that are the beneficial. Externalities are created when the 

usage or production of a service or goods creates another goods or service remains untraded.
 

(Parkin, et al, 2000, p. 480) The sources for environmental problem is nowadays quite well 

known fact, however to mention a few. Air pollution, such as the once airplanes produce, 

factories use of cars etc. Water pollution caused by industrial waste, agricultural fertilizers and 

accidental spilling such as oil into oceans. Land pollution comes from toxic and non-toxic 

waste dumps. (Parkin et al, p. 482) Externalities creates inefficiency due to that external costs 

are created. Another example, for external costs, are the acid rains in Sweden caused by 

factories in for instance United Kingdom. In this case the government can use policies and 

rules to decrease the production of external costs or chose to live with inefficiency. There are 

a number of options that can be used by the government, for instance taxes, emission charges, 

emission standards and marketable permits. (Parkin et al, pp. 480-487) So called “green 

taxes” is something that governments can assign on emissions. It can work as an incentive for 

produces to cut back on the release, which is the base for the external cost. Emission charges 

are a method when the government sets a price per unit of pollution that achieves efficiency 

with the use of marginal cost calculations. Emission standards are a regulation which limits 

the volume of pollution with a penalty regulatory control function. There is often a uniform 

standard which decrease costs for the government however it is not always so efficient. 

Market permits lets companies release a certain amount of pollution assigned by the 
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government. If the company needs more they can buy it from another company that does not 

use their allocated part. (Parkin et al, pp. 484-487) With the definition in mind we can once 

again ask following questions. Who owns the air? Is it everyone’s’ right to produce emits and 

release in the air since the air belongs to all? Will the right company or organization bear all 

the cost their service produce? These types of questions are probably something that 

companies and particularly airlines will need to bear in mind while making their financial 

calculations. 

3.4 Sustainable value, eco efficiency and opportunity cost 

3.4.1 Sustainable Reporting 
Sustainability reports consist of information and statistics data of aspects that had influenced 

the company during the year. It is important that the information could be useful and reliable. 

Investors will base decisions out of the information that is provided. Therefore investment 

banks, among others, start to build their own key performance indicators to be able to make 

proper calculations. (Parkin et al, p. 118)  The main focus of this thesis, the ADVANCE 

Sustainable Value method, is another alternative. This need for a “proper” communication, 

which can be compared to the need for an accounting standard, such as International Financial 

Reporting Standards (IFRS) or International Accounting Standards (IAS), led to Global 

Reporting Initiative (GRI). GRI is a large network of thousands of experts, all over the world, 

that work together with the mission to develop and continue to progress the work with GRI 

Sustainability Reporting Framework. (GRI, 2009) 

 

Benefits with using standards can be advantage towards others competitors. Another strong 

argument to why companies should use the standard is that they are bound to do so. For 

example, many governments owned companies in Sweden are bound to produce sustainable 

reports. It can also improve the market value to issue sustainability reports as we mentioned 

earlier.    

3.4.2 Sustainable value and eco efficiency 
 

World business council for sustainable development (WBCSD) is an organization that offers 

knowledge to business leadership. The aim is to support business license to operate, innovate 

and grow in a world increasingly shaped by sustainable development issue. (WBCSD, 2009) 

Ehrenfeld defines eco efficiency as: 
 

“Being achieved by the delivery of competitively priced goods and services that satisfy 

human needs and bring quality of life, while progressively reducing ecological impacts 

and resources intensity throughout the life cycle, to a level at least in line with Earth´s 

estimated carrying capacity” (Ehrenfeld, 2005, p. 6) 

 

 The definition of eco efficiency among researchers is another. Some researchers assume that 

definition of eco efficiency could be expressed as: 

 

“To maximize the economic benefits trough activities to maintain a quality of resources over 

time” (Sathiendrakumar, 1996, p. 152)  or “Development that meets the need of the presents 
without compromising the ability of future generations own needs” (Figge & Hahn, 2005, p. 

48) 
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Sustainable value is a mix of value creation methods and value based management activities. 

The fundamental philosophy arises from management activities where the management 

identifies those value drivers that will have an impact of companies’ value creation. (Figge, 

2005, p.  40) 

 

Figge has written an article about environmental management activities that include value 

drivers. The view of environmental management is the same as value based management. The 

difference is that company seeks value drivers in activities that reduce emission and other 

environmental impacts which could create value. (Figge, 2005, p.  20) In value based 

management, the company seeks value in an activity but not in a certain area, for example 

environmentally or socially. The aim with value based management activities is to identify 

activities that include value drivers. In environmental based management, the companies 

develop strategies to create more value trough their environmental activities. The aim is to 

reach the maximum limit to use their resources and receive better return than competitors. The 

most important, when measuring the value adding figures, is make sure that the figures can be 

allocated from the same unit. (Figge & Hahn, 2004, p. 175) To increase the validity of 

comparability, the company needs to include same activities in every company. The difficulty 

herein is to read and understand which part that is important and shall be included in the 

calculation.  

 

Option is a common word and can be dived into different meaning dependent on the 

conception of the word. Figge distinguish two different options models, the options that allow 

carrying through a new activity, as for example, eco efficient product or an eco efficient 

service and option to perform modification of previous activities ex. develop an already 

existing product or service so the activity will be more eco efficient. When the manager uses 

the option model, he or she needs to look at which of the activities that are value drivers and if 

those value drivers create value for the company.  

 

Figge uses an example about fuel efficient cars, were he associate emission from the cars with 

environmental problem. Since the cars release allot of emission and there are several millions 

of cars, the climate will be affected and fall back in an unbalanced eco system. By doing 

necessary investment and developed a new car, the company can prevent the eco systems to 

be more damaged and fall further back into unbalanced eco system. The difficult is to 

carefully appraise which investment that is necessary and which will also affects 

decisions.(Figge, 2005, p. 23)  

3.4.3 How sustainable value is created 
The logic behind the sustainable value is that it takes more than just financial resources to 

create value, but requires social or Environmental resources in order to create value. It 

consists of the social human capital, while the Environmental consist of raw materials, 

manufacturing process and uses himself and then turned into environmental pollution.  

Therefore, you can sustainable variable value beyond the economic capital and other 

resources to analyze company performance. Sustainable value reflects how well the 

companies reconcile economic output of the environmental and social. It describes how much 

return was created given the resources used compared to the benchmark. Sustainable value is 

a tool that the beneficial effective for Environmental and Social is a resource. (Hahn & Figge 

2006) Sustainable value is uses the thinking "at what price is Social and Environmental 

Resources used". It measures in monetary terms the company's sustainable performance. The 

company uses not only of economic capital to create income, but also use social and 

Environmental  resources to generate revenue. It is based on fundamental understanding of 
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financial economy: to create value, it requires that the company uses its resources more 

effectively.  As a result, as described sustainable value if the company creates or destroys 

more value out of the resources it uses. (Hahn & Figge, 2006 p. 284) 

 

3.4.4 Opportunity cost 
In order to measure if a company creates sustainable value, the economists use financial terms 

such as opportunity cost. An important variable in sustainable value that is mention above in 

value creation is the opportunity cost of capital. (Figge, 2005, pp. 2-3) Cost of capital is in 

fact another expression of opportunity cost, with other words, how much it earns if it uses 

another alternative method compared to the benchmark. Opportunity cost is an old concept 

that was discovered in the 18th century by Richard Cantillon. At that time, Richard used 

another term called “intrinsic value” to designate opportunity cost. He could distinguish 

theoretical understanding between cost and choice in his study Essai sur la nature du 

commerce en général. This study was based on pas value between land and labor as he 

constructed key application of economic analysis. John Stuart Mill came up with the concept 

of opportunity cost were he presented alternative use of agricultural land where he recognition 

that rent is derived from the existence of alternative use of resources. However, this concept 

became more central as concept in the middle of 19th century as Joseph Schumpeter consider 

opportunity cost to be a of the neoclassic view for determination of allocation of resources. 

(Thornton, pp. 97-98) Today the concept of opportunity cost is applied in the valuation and 

allocation of economic capital. The opportunity cost indicates how much value that would 

have been created by an alternative use of capital. Similar as to financial risk, the opportunity 

cost corresponds to the yield of investment with a similar risk. (Figge & Hahn, 2005, pp 49-

50) We will come back to this concept and describe how it is applied in the section about the 

Sustainable Value calculation method ADVANCE.  

 

In order to create value, so the company must seize all opportunities to create greater value as 

yields exceed the opportunity cost. In other words, this is the opportunity cost is a measure of 

whether much a company would create value by using the alternative method. (Hahn , Figge 

2006) Sustainable value could be seen as a two dimensional model. First dimension describes 

the economic profit a company earns and how much a company can invest. Corporate growth 

creates value only when a company generates returns on investment that exceed the cost of 

capital. The second dimension describes how long it can earn excess returns. This concept is 

also known as fade rate, competitive advantage period (CAP), value growth duration. 

(Mauboussin & Bartholdson, 2002, pp. 2 -3) When we study the sustainable value we will try 

to exploit the resources in monetary terms. The return in our study is the company EBITDA 

and emissions emit in the business. If EBITDA exceeds opportunity cost so the company 

creates sustainable value.  

 

Sustainable Value can be both potential and realized. Sustainable value becomes potential 

before a monetary price has been paid while it is realized afterwards. The capital of value as 

price raises substitute products by competitors as the capital of value raises the existence of 

products through competitive strategy or efficiency, effectiveness and innovativeness in 

production of a good or service. This can lead either to decreased cost and price or to 

increased differentiation quality (Pitelis N. C., 2001, p 6).  In order for sustainable value to be 

created, a company must have two characteristics claim that create competitive advantage. 

The first is that it must generate, or have an ability to generate, returns in excess of the cost of 

capital. Second, the company must earn a higher rate of economic profit than the average of 

its competitors. A competitive advantage is in our case, the methods used by airlines to reduce 
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the emission that occur from the airlines. As individual companies use different methods, so 

can someone just by their method to be decisive factor in creating sustainable value. This can 

contribute to greater investment from stakeholders to invest money in companies so they can 

maintain a lower level of emissions or may companies to innovate and come up with new 

competitive strategy that can bring benefits.  

 

To summarize the creation of sustainable value, it requires not only financial resources to 

create value, but also environmental and social resources. With the help of the environmental 

and social resource, the company can determine whether they perform against the benchmark. 

Through Sustainable value so the company can measure how effectively they utilize their 

resources in monetary terms. Sustainable value is created when the expected returns exceed 

the opportunity cost. To create a higher return, it requires that the company is more efficient 

and competitive than the competitor. This can be done using various strategies that companies 

use. 

 

When we are studying sustainable value, one is able to distinguish two different approaches, 

single impact and multiple impacts. Single impact proposes to focus on environmental 

impacts, and the multiple impacts refer to including both environmental and social impacts.  

We use the single impact approach since we only study the airlines emission emit since this is 

related to our research. If we would have study the social impacts, we would have used a 

double impact approach. A company contributes to sustainability when the benefits are larger 

then the sum of cost which is result in a net value or in other terms “green value added”. This 

concept is based on the companies’ economical performance where the value added is based 

on the activity that the company preformed externally. It is important that any figures you use 

in calculations are of the same unit. (Figge, & Hahn, 2004, p. 175)  

 

Eco efficiency describes how well a company uses their resources considering their economic 

activity. When we are looking at the relation between sustainability and eco efficiency, the 

manager needs to distinguish weak and strong improvements. Strong improvements improve 

both an environmental and economics performances where weak improve require only one 

dimension to be improved. (Figge & Hahn, 2004, p. 176)  Eco efficiency aims to maximize 

the effectiveness in the company and at the same time minimizes the impact on the 

environment. It is affected by number of activities which reducing the use of natural resources 

and ecological impacts that create economic benefits for a company. (Figge & Hahn, 2004, p, 

p.168)  

3.4.5 Sustainable value creation and eco efficiency models 
The company will be able to measure the value creation using different existing methods. 

Since sustainable value creation is a relative new area, there is no established model that 

describes value creation. Instead, researcher has came up with there own models to measure 

the value of eco efficiency of the company. Now follows a short description of the different 

kinds of models and their influence on the ADVANCE model.    

 

Joost G Vogtländer has created a model called “eco-cost/value ratio” which attend link the 

value chain into a ecological product chain. In this value chain, the monetary value added and 

eco cost are determined. The value added is the final result that the company receive by using 

the product. It could be the image by using this product or it can also result by satisfied 

customer when they are using this product or service. (Vogtländer, Bijman & Brezet, 2000, p. 

59) 
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Figure 2, Eco-cost/Value ratio model 

 

If we want to study how a flight could affect the environment so that model had been 

exemplary. Unfortunately, we focus on creating value from the company's performance so that 

we cannot use this model when describing whether a value chain affects the environment. 

 

The term eco efficiency is not a new concept. In the early 1970 Echlirch developed the IPAT 

model (Impact, Population, Affluance and Technology). The model describes environmental 

impacts by analyzing the driving forces of environmental changes with help of mathematical 

an accounting equation by solving the values of I, P and A for T. (York, Eugene, Rosa & 

Dietz, 2003, p. 352)  

 

 
Figure 3 IPAT formula 

 

However, researchers assume that eco efficiency is not a reliable method and it has been 

criticized. It would be difficult to use or IPAT model to our subject since we want to study the 

value creation within our three airlines. However, if we would like to study whether the value 

chain within the airline or how the Impact, Population, Affluence and Technology would 

affect, this model would be a great asset. According to Hahn and Figge, more efficient use of 

resource does not guarantee that capital is being used and it does not describe whether how 

value is created within the company. (Figge & Hahn, 2004, p. 175)
 
Even Ehrenfeldt have 

directed criticism towards this issue. He assumes that there is no analytical representation that 

could be kept in line with the earth’s capacity compared to the companies output of emission. 

(Ehrenfeld, 2005,  pp 8)   

 

Our purpose in this paper is to understand whether an airline manages to create value and if 

there is any resource or whether a company uses its green value added activity and can create 

Sustainable Value over to all sectors, and of the transport sector. Table 1, below, provides a 

brief description of what each model characteristics.  

 
Table 1 Eco and sustainable models comparison                   

 

 

 

ADVANCE model Eco cost value chain   IPAT  

Creating of sustainable value X X X 

Monetary terms X X  

Company performance X   

  

 

For us the ADVANCE is more rewarding, both in terms of functionality and outgoing 

information. ADVANCE model give us details how a company based on his performance 

manages to create Sustainable Value Creation by using their resources and how effectively it 

uses them. A company that has high levels of environmental pollution and low performance 
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utilizes its resources minimal while a company with high result and low environmental 

emissions utilizes its resources more effectively. Here we answer whether from a corporate 

perspective is utilizes its resources through its activities. Since the model is calculated from 

ADVANCE economic performance, so the model may be the convention to monetary terms. 

Below we will describe the model more briefly. We will go into the respective function and 

calculation in chapter 4 - Practical method. 

3.4.6 ADVANCE method 
Sustainable value takes both the efficiency and effectiveness of the resources into account. 

Companies need to increase their capital efficiency to be competitive and create sustainable 

value that is higher than opportunity cost. As we have mentioned the opportunity cost 

indicates whether the value performed of the alternative activity would have been better 

value.4 However, more efficient use of resources does not guarantee that capital is being used 

and it does not also give any information of how value is created. (Figge & Hahn, 2005, p 54)  

 

 The companies need to understand which components that affects and create value. When we 

are studying the sustainable value creation, we look at how much emission such as CO2, NOx, 

SO2x and CO emits are released from the aircrafts. If the sum of these components are higher 

then the opportunity cost, the company creates a positive value compared to other company or 

activity.  

 

Hann and Figge uses two different ratios, opportunity cost of capital and the gross value 

added ratio. When calculating this ratio we use EBITDA since it represents the value that has 

been created within the company. After gross value added has been calculated, the 

Opportunity cost of capitals is calculated. Opportunity cost indicates how much value that 

would have been created by an alternative use of capital. By dividing the benchmark with the 

total amount of emission, we receive the efficiency within benchmark.
5
 To find out how much 

value a company has created by using the activity, the opportunity cost is decrease from the 

gross value added and then divided with the amount of resources. Now that the difference has 

been calculated, the company can see if they create more sustainable value than the 

benchmark.  

 

 
 

Formula 1 ADVANCE Sustainable Value formula 

 

If the result is positive, the company uses the resource more efficient than the benchmark and 

also creates more value. If the result is negative the opposite occurs. With the help of the 

ADVANCE model, we will be able to measure the value creation and eco efficiency in 

monetary terms at different airlines. By including return to cost ration, measurement could be 

done with companies of different size. This model explains how efficient the company uses 

their resources compared to the benchmark, in a scale format. This is done by dividing either 

opportunity cost with gross value added figure or the opposite. It is the calculated result that 

decides whether gross value added or opportunity cost should be the numerator and 

denominator. 
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 If the company creates a positive sustainable value, the gross value added shall be the 

numerator and opportunity cost shall be denominator. If the companies create a negative 

sustainable value, the calculation should be reversed.  

 

From management control and accounting, where we described the management’s role and 

how they need the right information to base their decisions on, to CSR. To know how the 

concept came through and that the meaning of it is to be a responsible company and gain 

value through that. We gave a short introduction to the stakeholder theory and the term 

externalities. We will continue to describe how the model works and how we made our 

calculations.  
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        4. Practical methodology 

 

 

In this section, we will describe how we performed our research, which method we are using 
and what sample we selected. We will describe more in detail how the ADVANCE method is 

working and how we will apply it to the chosen Swedish airliners. 

4.1 Choosing companies 

Often in quantitative studies one tends to use a sample that you choose by using a probability 

selection. However we are not strictly quantitative and we have not got a large sample we will 

use a non-probability selection. This way we can in a better way select what companies we 

take so that it covers the necessary scope. This leads us to what is called purposive sample. 

This type of sample fits our purpose as it is often used in case study contexts. The way that 

the informants are selected usually follows this procedure. Any group or subject for 

information can be selected where it is assumed that the phenomenon that is desired exists can 

be selected. After that it should be focused so that it fits the theory that is growing. This 

means that there is an open way to select informants since the focus lies on development. 

(Johansson Lindfors, 1993 p 100)    

 

We have following criteria’s that will need to be fulfilled. Companies that fit within these 

criteria’s will be selected for the first step. These criteria’s are: 

  

The airline must be registered in Sweden and actually provide passenger air transport 

activities. In Sweden there are exclusively air cargo companies and regularly 

scheduled passenger airliners that also carry cargo. Our focus lies on passenger 

airliners as they receive the most unfavorable attention.  

 

The airline must have a direct effect on emissions release. Some airlines are referred to 

as virtual airline which mean that they do not own or lease their aircraft. Instead, they 

buy their service from another airline. Since those airlines have no direct effect on the 

environment, they are excluded.  

 

Information about their emissions and financial information must be publicly 

available. Sustainable value calculations are based on public data.  
 

A total of fourteen companies could be located matching the first two criteria’s using internet 

search functions such as Google.com, Eniro.se, and databases available via the university. All 

airlines need to operate within Sweden and provide passenger air transport. After that we need 

to follow criteria number three. If we recall the ADVANCE Sustainable Value method uses 

formed out of publicly available information. Therefore this step included locating Swedish 

airlines that provide the required information, like for instance about their emissions of carbon 

dioxide. With these criteria, we identified Scandinavian Airlines Sweden (SAS) Malmö 

Aviation and Flynordic. 

4.2 Case declaration 

We are performing a case study where each selected company is considered to constitute one 

case. In Case A Flynordic, or Nordic Airlink Holding as it is formulary called, is located. Each 

case being benchmarked towards benchmarks, which will be described later on.  
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Case B holds Malmö Aviation and Case C holds SAS. From here on the airline companies 

name will be used while discussing and case. These cases can after that be compared towards 

each other as well as the sum received by any measurement towards the selected benchmarks.  

 

SAS is a large Swedish airline. Malmö Aviation and Flynordic are medium sized airlines. 

Flynordic changed its name to Norwegian shortly after the period for which data were 

gathered. Because the type of aircraft and company size can be useful in analyzing data, we 

can observe that SAS has a large fleet, including many of the same size as the other two 

airlines, as well as turnover relatively large sales revenue. Flynordic uses large airplanes with 

more than 100 seats and has also moderately large sales. Malmö Aviation also uses large 

aircraft that carry 99 passengers but has smaller sales revenue than the other two. Malmö 

Aviations also flies a smaller amount of routes then the other two airlines. 

4.3 Collecting the data 

The collected information about the airliners was gathered partly from Affärsdata, a database 

containing numerous of economical facts about Swedish companies. This database is 

available via the university library’s (UB) website. We got the annual report for Malmö 

Aviation and Flynordic from Affärsdata. With SAS we also used their published annual report 

and an extensive sustainable report which we used to gather information about their 

emissions. However we did not receive information about their CO and NOx emits. The 

meaning of this have some impacts on the result, however fortunately it is the CO2 emission 

that has the largest impact. 

 

Each of the companies’ annual reports contain6 information about their environmental efforts 

and the information that could be disclosed from annual reports often very valuable. Since 

sustainable value creation is affected by the activities that are performed by the company.  By 

studying their annual report, we are able to analyze their strategy aiming to create value for 

the airline. When we are studying the management commentaries, we can find and analyze 

important factors that affected the companies during the years of our measure. One can also 

study potential upcoming strategic changes to follow up if the new activity was able to 

increase the value creation for the company during a time span, for example emission 

reducing methods etc. Since the airline industry is recognized as environmental destroyers, a 

number of methods are implemented to lower their emission. By studying the management 

commentaries, we can identify if the airline create green value trough their activities. The 

information in the management commentaries are processed by locating information about 

any activities that can for instance decrease their total amount of emissions produced. This 

information is noted in a excel document along side with notes about where the information is 

found. When the calculations are done and we start processing this information that the 

measure give we will go back to this document and use in our analysis. The calculation is 

available for each airline and could be found in appendix. Information from the management 

commentaries, in the empirical section, will be located in the text. 

4.4 Choosing benchmarks  

The selection of benchmarks is a crucial step since the opportunity cost is the result that has 

been achieved as benchmark and which the sustainable value creation depends on (Advance 

report, 2006, p8.). We have chosen to compare the airline industry against both the Swedish 

GDP and the Swedish transport sector.  

                                                 
6
 Remark: www.flynordic.com does not longer exists as it has changed company  to www.norwegian.se. 
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4.4.1 Swedish GDP 
By studying the Swedish GDP and the national emission release, we were able to compare the 

entire industry since this benchmark represents all companies, including all industries, that 

exist in Sweden and stands for the total emission release. The reason to why we chose the 

Swedish GDP’s total emission as a benchmark is that when we are comparing the Swedish 

airlines against the Swedish GDP, we measure how efficient each airline is compared to all 

Swedish industries. This include large industries that emit large quantities of emissions as 

well as companies that emit less, such as for instance IT companies. Instead the gross value 

added figures, the data from GDP is not based on strategy; the data is based on the national 

level of emissions. By studying the background information of GDP, one is able to see trends 

behind the increase or decrease of GDP. What is important is that we have focused on 

production and service sector since there is the operative fundament within GDP. 

4.4.2 Transport sector 
The second benchmark that we choose was the Swedish transport sector. By studying and 

comparing the transport sector, we are able to measure how efficient each airline is within 

their own sector. This is why we chosed this benchmark, to benchmark to other companies 

and businesses that produce the same type of service, that is transportation. The transport 

sector is the largest sector that emits emission, in Sweden. As, in the case with the benchmark 

of GDP, the data is not based on return figures. In the report “Transport branschen - Hur står 

det till” (Swedish Institute for Transport and Communication Analysis (SIKA): 2008:9) 

information is based on income statement from all transport companies within transport 

sector. By using the same calculation as gross value added figures, we are able to receive 

EBITDA for transport sector. Same as the airlines, the calculation for gross value added could 

be found in the appendix.     

 

By choosing these benchmarks we believe that we cover a wide range of companies and 

industries and therefore give an good indication to whether the Swedish airline companies are 

able to create a sustainable value. Even more important due to the fact that it is a industry that 

are considering being extra environmental unfriendly.  

4.5 Resources and the process of collecting data 

Which resource that should be included depends on what emits is release from the aircraft. 

According to the ADVANCE guideline, any resources that can be reasonably quantified in a 

meaningful way can be included. (ADVANCE project, 2006  p. 10) As we mentioned before, 

we choose to study CO2, NOx, SOx and CO since this is primary emission that is released 

‘from the aircrafts and therefore affected the environment.  

4.5.1 GDP 
The figure for the GDP emission release has been calculated at Statistics Sweden while the 

information about the trends was collected from Swedish inventory report. This reports is 

published by the Swedish environmental protection agency and is available at 

Naturvårdsverket webpage, we do not doubt that the report is trustworthy. 

4.5.2 Transport sector 
Information about emission release from transport was more difficult to find. There were no 

report that was prepared. The figures are available and calculated at Statistics Sweden’s
7
 

homepage (SCB, 2009).  

                                                 
7
 Statistics Sweden is called “Statistiska Central Byrån” in Swedish. 
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The information that was selected was road transport, sea traffic and air traffic. Statistics 

Sweden is an administrative authority handling statistics. The data is primary collected 

primarily on behalf of the government. 

4.5.3 Airlines emits 
We collected the airline emission figures from each companies’ annual report. However, 

issues arise during the collection of data, SAS did not enclose their SOx and CO emits. 

Instead, they enclosed CO2 and NOx. This issue was solved by just using these two emissions 

and comparing them to the same resources in the benchmark. Even if we only could measure 

two of four reousurce, the result will be fair since this paper is based on measuring on 

individual airline. The most important is that we use same resource towards the benchmark. 

(ADVANCE Project, 2006, p. 20) This way it will be equal compare to other airlines and we 

will measuring I aim with the study. At year 2005, Flynordic did not present any information 

about SOx. To solve this we used the same procedure as we did with SAS. The impact of this 

is covered in chapter five and six. 

4.5.4 Time span 
The time span is important since it identifies mavericks and improves the accuracy of data. A 

large time span could also present whether there are any trends. (ADVANCE Project, 2006, p. 

13) Although in our study the trend functions is not our largest benefit or concern, as we have 

only studied year 2005 and 2006. However it will also help to see whether the emission and 

result in a company has improved or not. The reason is that the information about emissions 

released from Sweden and transport was only available two years after the chosen years. At 

the time when we made our calculations there were data, over emission release, available for 

2007. Therefore we choose to study the time span between 2005 and 2006.  

4.5.5 Crosschecking Data 
The auditors crosscheck the data they calculate and the sustainable value to be sure that the 

information is reliable and binding in corporate and sustainable reporting. The resources must 

use the same definitions and the measurement of rules. It is crucial that the same emission 

must be measured between the gross value added figure and opportunity cost in order to be 

comparable. It is also important that the return figure and the resources cover the same scope. 

The economic and environmental must allocate to the same activity. (ADVANCE Project, 

2006, p. 15)  For example in the sustainability report that SAS has published, enclosed 

information for Spanair or other subsidiaries. Hence, by using SAS Sweden annual report, we 

manage to avoid this type of scope problem. This is something that the user of this method 

needs to be aware of while making calculations with the ADVANCE method.  

 

Finally, the accuracy of the data needs to be checked. The auditors should make sure that the 

environmental data is correct.
 
(ADVANCE Project, 2006, p. 16)  In our case, the accuracy of 

the data was not so difficult since all the airlines had published their emission in tons and was 

not divided or multiplied with any factors. Therefore since there has not been any alteration, 

from our part we argue that the data is accurate and is within the same scope. When it came to 

crosschecking EBITDA and emissions, we searched for information that came from the same 

activity. Since all data came from the flight operative activity it made the information more 

trustworthy because neither of the other airlines operates in another activity. 
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4.6 Calculation of Sustainable value 

As we mentioned in the theoretical framework, the sustainable value creation is based on two 

variables. The first variable is the gross value added figures which is the amount that the 

company creates. (ADVANCE Project, 2006, p. 16)   This consists of whichever amount the 

researcher would like to use. We used EBITDA, which is calculated like this: 

 

 

+ Turnover 

+ Other revenues 

- Other external cost 

- Employees cost 

- Other variable cost 

- Leasing cost 

Summary EBITDA 
 

Formula 2 Content in the EBITDA formula 

 

The reason why we choose EBITDA was that the result only includes income and cost that is 

related in the operative activity, which excludes depreciation, interest and taxes as they are not 

part of it.  

 

The second variable is the opportunity cost. The opportunity cost is, if we recall, the value 

that would be created by using another alternative. To calculate opportunity cost, we use 

following formula:   

 

 
 

Formula 3 Opportunity cost 

  

The efficiency reflects on how efficiently the benchmark uses each resource, in average. The 

efficiency is calculated like this. 
 
 

 
 

Formula 4 Efficiency 

 

When both gross value added and the opportunity cost are calculated, the sustainable value 

can be calculated. Sustainable value measures whether the airline uses their resource more 

efficient and creates more value compared to the benchmark. This is calculated 

 

 
 

Formula 5 Sustainable value 
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By summarizing gross value added figure, opportunity cost and dividing the number of 

resources, we receive either a positive or negative amount. If the return figure receives a 

positive value, the airlines contribute more value then the benchmark. If the calculation 

creates a negative value, the airline creates less value compared to the benchmark. By 

dividing the return figures and the opportunity cost with the amount of resources, we avoid 

any double counting. (ADVANCE Project, 2006, p. 19)    

4.6.1 Company Size 
The company size has an affect when we are studying whether the airline creates more value 

than the benchmark. By calculate the company size; we could easier determine, through a 

ratio, how much more or less value the company creates. (ADVANCE Project, 2006, p. 19)  

Depending on whether the sustainable value turned out positive or negative, different 

calculation must be used. For instance if the airline receives a positive sustainable value, 

following calculation is used 

 

 
 

Formula 6 Formula used when receiving a positive sustainable value 
 

On the other hand, if the airline created less value the following calculation shall be used; 

 

 
 

Formula 6 Formula used when receiving a positive sustainable value 
 

If the airliners received a positive sustainable value, the airliner contributes more value then 

the benchmark. The ratio would then be 1,1:1  or < 1,1. This indicates that the airliner use 

their resources 1,1 times more efficient compared to the benchmark. If the airline would 

receive a negative value, then ratio would indicate 1:1,1 or >1,1 which indicate that the airline 

use their resource 1,1 times less efficient.    

 

We have described how the calculations are done and what we will focus on when we go 

through the annual reports, sustainable reports and the WebPages in search for 

environmental disclosing information. We will now move on to present our results.  
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5. Findings 

 

 

 

In this chapter we will present data about Swedish airlines and aviation sector because this 

information is the foundation of our thesis and what will begin with. We will also present data 

about Swedish GDP and transport sector, since this paper aims to examine if the airline can 

create Sustainable Value against GDP and transport sector. Since we want to compare the 

airlines to all companies that are located inside Sweden, we choose benchmark towards the 

Swedish GDP. For our second benchmark we choose the Swedish transport industry, since the 

airlines is included within this segment.  

5.1 Airline sector 

The demand of air transport is growing around the world. Despite the strong growth, the 

industry is characterized by continued low profitability for the traditional network carriers. 

(Flygmarknadens utveckling 2005).   

 

Aviation is the type of service that has grown most in the EU over the last decade. The 

ongoing liberalization combined with economic growth has led to increased supply and lower 

prices, particularly in international traffic due to the rise of low cost airlines. For consumers, 

this development led to an increased number of direct flights between destinations in Europe 

and larger opportunity to choose when and how a trip will take due the plethora of products 

and service at different prices (Flygets utveckling 2006).  Air traffic in Europe has for years 

been characterized by fierce competition. Low costs airline stands for more than 20 percent of 

air transport in Europe, a proportion that has risen sharply in recent year.  Some analysts 

believe that low cost airlines in Europe traffic will slow down and stop at 25 percent. Other 

analysts assume that number network airlines will decline as the low cost airlines will 

completely dominate European traffic market. Low cost airlines are particularly active on 

routes where flight time is between one and four hours, which in Europe means that 

competition fiercest in the-European routes. (SIKA transport 2007)  

 

Completed and ongoing redundancies within the network companies have created a partial 

cost equalization between low-cost and network companies. (Flygmarknadens utveckling 

2005)  There are three global network companies; One world, Star Alliance, and SkyTeam and 

include a cooperation between airlines to share and support their business in aim to attract 

passenger. Together they carry one billion passengers and have sales of more than 200 billion 

dollars. (SIKA transport 2006). These companies supply their own intercontinental traffic to 

transfer passengers from the world's hub airports in cooperation with alliance partners. The 

network traffic with "hub function” focuses on the input of transfer passengers from regional 

airports to large hub airports that collects passenger from all Europe on intercontinental 

routes.  

 

Low-cost flights in Sweden have shown very strong growth in recent years, particularly in 

international traffic but now also home to several of the most heavy traffic routes.  (SIKA 

transport 2007) 
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Low-cost flights in Sweden have grown strong in recent years, particularly in international 

traffic although domestic traffic has become one of the most heavy traffic routes. A key 

element of the international traffic fared better was due to low-cost airlines expand in Sweden. 

(SIKA 2006). The competition has increased on several important routes due to the 

overcapacity on airline market since more low cost airlines has established on Swedish 

domestic market. On the route Stockholm – Malmö, three airlines was competitive while on 

Stockholm - Gothenburg four airlines was competitive (Flygets utveckling 2005). This creates 

a significant overcapacity which in turn creates profitability problems in the line level of the 

involved companies which all offer low cost concept. (Flygets utveckling 2005). The increase 

happens to be at the airports located in metropolitan areas and depended on the population 

base. In addition, the supply of low cost increased in both international and domestic 

passenger traffic and spurred the development to big cities. (Flygmarknadens utveckling 

2005)  

 

An increasingly amount consumers are choosing to fly with low cost airlines within Sweden. 

The passenger has become increasingly cost conscious and seeking flexible travel 

arrangements. It is therefore normal for the traveler to buy a cheap seat to arrange 

accommodation separately. Several airlines need to raise the occupancy rate so the current 

pricing structure can change in the future. Market participants require greater flexibility to 

adjust its operations according to what is best in commercial terms. (Flygets utveckling 2005). 

The strong domestic market within Sweden for network airlines has gone lost to low cost 

airlines in particular. The boundaries between networks airlines and low cost airlines are 

slowly being erased and it will be increasingly difficult for networks airlines to lure back 

business travelers to buy the more expensive tickets. (Flygets utveckling 2005). This means 

that the network companies must take different forms in order to create value in order to lure 

back passengers. In most cases, cooperation with other airlines with program such as 

marketing, loyalty programs and lounges common commercial airports will increase the 

chances to lure back passengers. (Flygmarknadens utveckling 2005). Before it was relatively 

easy to distinguish between low-cost airlines from the traditional networking airlines. 

Gradually it has become difficult to distinguish between these categories. A number of 

network airlines apply different kinds of low cost concept for part of their production which 

make it impossible to determine which category a service some passengers belong. Thus it is 

no longer just low-cost airlines offering cheap prices. (SIKA 2007)  

 

It is not only the overcapacity that threats airlines profitability. Despite the competition, the 

establishment of the market forces the domestic ticket prices to new price level of domestic 

leisure. Consequently, prices on routes with few players have risen during the same period as 

the price levels have fallen on competitive routes. It seems therefore reasonable to assume that 

the actors who engage in price competition on some routes has compensated for its loss of 

revenue by raising prices on routes where they have no equivalent competition. (Flygets 

utveckling 2005). In 2006, the price of foreign trips showed a slight upward trend and 

increased significantly during the year. Foreign price evolution has long shown a decreasing 

trend which began with the terrorist attacks of 11 September 2001. The terrorist attacks came 

after the global economy and could be assumed as the starting point for a global reduction in 

the number of passenger and the reasons for the decline in prices. The decline in prices is also 

the result of increased competition in airline market which the low-cost companies have 

contributed (Flygets utveckling 2006).  In contrast to foreign prices, the prices for domestic 

travel increased compare to previous year. The price increased on routes where only one 

operator is active at the domestic market. A contributed factor to prices did not increase on 

competitive routes could probably be a sign that the intense competition at key routes 
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penetrated the prices. The decline of the aviation can be rooted in lack of flight availability at 

short distances and to reduce new safety procedures and reduce aviation's advantages in terms 

of speed and flexibility.  

 

Since the airport was integrated into the Swedish rail system, competition from the train and 

then X2000 proved to be a competitive alternative for business and leisure travelers with the 

destination airport of departure for further transport (Flygets utveckling 2006). 

 

The direct cost for airlines increased for the second year primarily due to increased costs for 

fuel. The indirect costs continue to decline thanks to reduced cost of passenger service and 

marketing. The trend of capital costs have declined overall in 2005 (Flygets utveckling 2005). 

If low cost carrier and network companies has the same load factor, the low cost carrier can 

save primarily on the indirect costs since the administration costs are lower in low cost carrier 

then the network companies. The greatest savings occur for passenger service by cabin crew 

and numerical minimized by slightly lower wages and more hours worked per year. Some low 

cost carriers have much lower operating costs than network companies but failed to be 

profitability (Flygmarknadens utveckling 2005). The total operating costs for airlines 

continued to decline in 2006. Costs that is associated with the aircraft itself, such as fuel, 

maintenance and leasing costs as well expenses associated with the passengers, such as the 

cost of cabin services, passenger and ground handling charges decreased. The network 

carriers have reduced their costs more than low-cost due to it from network carriers have been 

more scope for cost savings particularly regard to indirect costs. Among other things, the cost 

of passenger service, management and ticket sales declined significantly more than companies 

with networks of low-cost (Flygmarknadens utveckling 2006). 

 

We will now continue with airline specific information. The information is gathered, as we 

mentioned in chapter four, from each companies websites, annual reports and management 

commentaries. 

5.2  Airline 

The Swedish domestic market serves the interests of characterized overcapacity, which 

created an unfavourable market situation for the airlines (Annual report,2005,Malmö 

Aviation) Competition on the Swedish, Scandinavian and European market remained fierce 

during 2005 as it was characterized by significant overcapacity especially for several of the 

important routes in Sweden.  A top careful disarmament capacity during the year could be 

labeled among the incumbents. Flynordic needed to adjust their supply in Sweden due to the 

weak increase in demand. The capacity reduction that took place on the market was not low 

enough to avoid continued price war. A war which escalated before the summer period when 

traditional airlines introduced new pricing and product models. The market predicted a 

transformation of the traditional model to a low cost model. (Annual report, Flynordic, 2005).  

The overcapacity in the Swedish domestic traffic was expected to continue in the future as 

well on European routes. The domestic market assumed as mature in its form and has not 

grown despite the stimulation of demand for all low priced tickets in the market and has been 

characterized by strong price pressure from overcapacity on most routes (Annual report SAS  

2005)  

 

Malmö's market situation was in improved 2006 despite a wide range of air capacity in the 

total Swedish domestic market (Malmö Aviation, 2006). Flynordic started an expansion to 

European destinations and unfornately few lines were closed due to poor profitability. The 
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massive expansion on European routes was intended to use planes and crews more efficiently 

and to reduce unit costs and attract more travelers to choose Flynordic. The cooperation 

agreement with Norwegian Air Shuttle and Sterling made possible a wider range of 

destinations and contributed to cost savings of cooperative lines (Annual report Flynordic 

2006). SAS had during 2006 increased their international traffic shares while domestic traffic 

decreased. The competition is expected to be fierce in the period and SAS will continue with 

efficiency measures (SAS 2006). Although the demand for European destinations in general 

has developed well, Flynordic decided to move large parts of the capacity of regular flights to 

charter operations due to the risk of losses that are characterized by a competitive market. 

This change contributed to the successful outcome thanks to its attractive customer portfolio 

and its large customer base (Flynordic 2006).  

 

Flynordic introduced a distributions mechanism during 2005 to satisfy both private and 

business travellers. The new system also made it possible to handle all the booking and 

payment processes more efficient. Flynordic develop a concept that offered private clients a 

chance to reward by select different degree of flexibility at low price to satisfy their 

customers. Business Customers have always the complete flexibility and this to a much lower 

price than competitors (Flynordic 2005). SAS introduced a new domestic travel concept in 

March 2005 to effort a cheaper and easier flight in Sweden. A new business model with a 

price for one way tickets was introduced on all routes (SAS 2005). The new business model 

that was established by SAS was well received on the market and significantly improved the 

SAS competitiveness. The new pricing concept made it possible to streamline operations by 

simplifying work procedures and new marketing model (SAS 2006). Malmö Aviation 

launched products to increase the flexibility and make it easily to travel. These include check-

in machines at all airports where Malmö operate. Malmö Aviation also invested in an 

improved electronic solution to simplify travel and thus save time for customers and 

introduced recently a habitation solution via mobile phone (Malmö Aviation 2006).  

 

Prices have in principle reached low level of earnings marginal and therefore airlines could 

only create value by increasing service levels without raising cost significantly. The 

differences between traditional and low-priced models are becoming less visible in the 

domestic market.  A market where there is hardly any difference in price and service between 

the airlines (Flynordic 2006). The development was positively affected by the introduction of 

the new business model that was marketed as new domestic aviation and new Europe flights.  

 

The costs increased steadily and the threat of an increase in fuel prices is always respected. 

Traffic, security and action regulated plans is growing faster than the earning potential of the 

Swedish aviation industry (Flynordic 2006). Malmö Aviation negotiated a new leasing 

agreement for their aircraft and was paid as a single premium in respect of future lease costs 

and capital (Malmö Aviation 2005). Customers evaluate rates, flexibility, simplicity and total 

travel cost. No actors in the domestic market received a positive result in 2005 (SAS 2005). 

SAS and Malmö Aviation managed to improvement their result during 2006 which was 

explained by strong cost control, capacity-focused and positive yield development (SAS 

2006). 

 

 Malmö made organizational changes and conducted internal action program which gave full 

effect to the outcome. This has meant that the fixed costs have been reduced and contributed 

to increased cost awareness within the organization. SAS and Malmö Aviation was the only 

airline in this study that turn their loss into profit. 
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Table 3 EBITDA 

 

EBITDA 2005 2006 Difference 

Flynordic -142 653 000 -93 498 000 53% 

SAS -364 000 000 530 000 000 169% 

Malmö Aviation -32 285 000 53 986 000 160% 

 

5.3 Environmental action 

Flynordic environment activity is designed to cause the least possible environmental impact 

and is continuously working with environment issues and is oriented towards an decrease of 

environmental impact. Efforts are done in cooperation with other market actors such as 

authorities, airports and suppliers (Flynordic 2005). During year 2005 and 2006, Flynordic 

emitted following resources.  

 
Table 4 Resources used by Flynordic 

 
Resource 2005 2006 Difference 

CO2 130 477 137 493 5% 

NOx 565 590 4% 

SOx 0 43 430% 

CO 61 65 7% 

 
 

Environmental emissions increased between 2005 and 2006. In both years’ financial 

statements, there was no evidence that Flynordic had changed its approach to tackle and 

reduce the environmental emissions. Compared to the previous year, sulphur oxide resulted in 

the largest increase among the environmental resources.  

 

SAS Group contributes to sustainable development by minimizing its environmental impact 

and optimize their resources. The SAS Group environmental objectives are based on the 

principle of continuous improvement and that each subsidiary establishes concrete objectives 

trough a dialogue with their respective boards of directors within all their activities. (SAS 

2005). 

 

A method named Green Approach was launched within SAS Sweden during 2006. It is a 

project that aims to lower fuel consumptions and is conducted in collaboration with the 

Swedish Civil Aviation Administration. The Green approach means that the pilot starts their 

flights late as possible as the flight and landing permits are synchronized. When the flight trip 

has received to middle of the journey, the pilot reduces the engine to idle ant performing the 

landing approach by glide to the runway, with their engines set to idle. In 2006, there were 

about 800 green approaches and the experience to date shows that the average fuel saving is 

about 100 kg per landing, which corresponds to a reduced carbon dioxide emissions of just 

over 300 kg 
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              Table 5 Resources used by SAS 

 

Resource 2005 2006 Difference 

CO2 859 000 787 000 -8% 

NOz 2 850 2 700 -5% 

 

Between 2005 and 2006 as the SAS decreased their emissions, what we believe, is their new 

method Approach Green.  

 

Malmö appears to reduce the burden as much as possible by choosing modern technology and 

a use of resources in a rational way. Malmö carries out its activities at Bromma airport where 

situation is based on terms of environment and its surroundings. Only the most “quiet” 

airplanes may traffic this airport (Malmö Aviation 2005). The emission from operative 

division was between the years as following. 

 
      Table 6 Resources used by Malmö Aviation 

 
Resource 2005 2006 Difference 

CO2 131 544 123 653 -6% 

NOx 459 432 -6% 

SOx 42 39 -7% 

CO 10 10 0% 

 

Malmö managed in 2006 to reduce their emissions in almost all resources. It was only Carbon 

monoxide that remained unchanged. Other emissions decreased between 6-7 percent. Malmö 

operates at the same airport as the past years and its fleet remained the same. 

5.4 GDP and industrial in Sweden 

The first compilation of the Swedish economy for year 2005 shows that GDP grew by 2.7 

percent. The largest increase within in production industry was primarily telecommunications 

product that contributed to the increase. In the service producing industries increased by 4.0 

percent. In the service-producing industries, the wholesale and retail trade, credit and 

insurance and business services succeed to increase. Even the transport sectors showed large 

increases. The Airline industry was the only industry that suffered a decrease during 2005. 

(SCB 2006). 
               Table 7 Swedish GDP 

 
Subject  2005 2006 Difference 

GDP 2 552 597 000 000 2 660 992 000 000 4% 

    

The Swedish economy increased during 2006.  The main factor behind the increase was that 

production increased as well the service production industry. Growth was driven mainly by 

developments in research and other auxiliaries as well as in, other electronic and telecom 

products industries. (SCB, 2009) Industries that are not compared with the estimates include 

the wholesale and retail trade and industry for electricity, gas and heat (SCB 2007). 
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5.5 Emission for GDP and industries in Sweden  

Carbon dioxide (CO2) accounts for approximately 79 percent of the total emissions of 

greenhouse gases. The energy sector, including transport, accounted for about 90 percent of 

the total carbon dioxide emissions and is thus the largest source of carbon dioxide emissions 

in Sweden (Naturvårdsverket 2008). Greenhouse gas emissions from transport showed an 

ongoing upward trend, while emissions from individual heating of buildings where reduced. 

The energy sector, including transportation, has reduced their emissions since 1990 with 

several percent (Naturvårdsverket 2008). Emissions from industrial processes come mainly 

from the production the amount of release is various mainly due to the fact that production 

volumes vary with the economic cycle. In the iron, steel and mineral industry CO2 emissions 

dominated with about 76 percent, followed by the fluorinated gases and nitrous oxide which 

is about 10 percent of the total emissions (Naturvårdsverket 2008).  Between 2005 and 2006, 

the amounted emission release of greenhouse gas decrease with one percent. 

 

The largest sources of emissions of nitrogen oxides are road traffic, machinery, shipping, 

electricity and heat. In cities, the road traffic released most nitrogen oxides. However, by 

introduction of catalytic converters in cars, the emission of subsequent progressively more 

stringent emission reduction resulting in having reduced the nitric oxide levels in the cities. 

The growing use of district heating and nitrogen oxides in the early 1990s has also resulted in 

significant reductions in nitrogen oxide emissions from the energy sector. During the year 

between 2005 and 2006, nitrogen increased with two percent (Naturvårdsverket 2008). 

 

Both Sulphur oxide and Carbon monoxide decreased between 2005 and 2006. The main 

reason to a decrease of emission release is due to a transition to fuel with low sulphur content, 

both for road traffic and heating which comes mainly from energy, transport and industrial 

processes (Naturvårdsverket 2008).  

 
Table 8 Used resources on Swedish GDP level 

 

GDP emission 2005 2006 Difference 

CO2 60 284 763 59 914 884 -0,62% 

Nox 326 191 331 413 1,58% 

Sox 126 290 115 226 -9,60% 

CO 609 128 600 170 -1,49% 

5.6 Transport sector 

The demand for transport services is mainly a result of various external factors and decisions 

in other policy areas. The most important example of this is perhaps the clear link between 

economic development and transport development. Economic growth increases demand for 

transport, while a well-functioning transport system is an important prerequisite for growth 

(SIKA 2008).  

 

Transport coverage has increased steadily over the past decades, and all projections point to a 

continued increase. The increasing traffic comes with problem on economic, environmental as 

well as social elements. Congestion in large cities has increased. Car expansion has led to 

increased mobility for many but has also driven the development of reduced availability of the 

groups that do not have access to a car. The transport policy’s goal on road safety, climate 

impact and the noise seem to be difficult to reach (SIKA 2008 p. 7).  
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Businesses in what we here call transportation conducts different types of transport and acting 

in markets with different characteristics in respect of competition. The category that is related 

to transport business is road, maritime, civil air, railway and other commercial- 

transport(SIKA 2008 p. 7). 

 

The transport sector is an industry with over 120 000 employees and an annual turnover of 

200 billion SEK. The transport industry has grown rapidly during the years and has over the 

last ten years grown faster than the economy as a whole (SIKA 2008).  

  
Table 9 Transport sectors EBITDA 

 

Subject  2005 2006 Difference 

EBITDA 13 002 000 000 14 880 000 000 14% 

 

5.7 Emission Transport sector 

The greenhouse gas emission increased for the whole transport by 9.5 percent. The transport 

sector's national emissions were lower in 2006 than 2005. The explanation for the decrease is 

that it comes from the domestic aviation and navigation (Naturvårdsverket 2008).  

 

Carbon dioxide from road traffic accounts for the greater share of greenhouse gas emissions 

by the transport sector. Domestic aviation has decreased because the share of train and to 

some extent car journeys has increased. The fact that more people are choosing to travel by 

train or car rather than flying is considered to be due in part to a decrease in the availability of 

short-haul air travel and new security requirements and routines reducing the advantages of 

flying in terms of speed and flexibility. Since Arlanda airport was integrated into the Swedish 

railway system, rail travel has proved to be a competitive alternative for both business and 

private travelers who uses Arlanda as a departure point for onward journeys. All the airlines 

reduced their domestic capacity in 2006. Despite domestic traffic having decreased, the cabin 

factor, which is the seat occupancy, for domestic aviation has increased (Naturvårdsverket 

2008).  

 

Emissions by domestic aviation have fallen since 2003. It should be noted at the same time 

that a variable proportion of domestic marine transport activity uses ship fuel bunkered 

abroad, which may affect the figures somewhat. Carbon dioxide emissions from the railways 

have decreased since 1990 and their total level accounts for a marginal share of transport 

sector emissions (Naturvårdsverket 2008).  

 

Emissions of nitrogen oxides have increased compare to 2005. Nitrogen oxides are formed in 

all combustion in the energy and transport sectors, and the largest emission sources are road 

traffic, machinery, navigation and production of electricity and heating and amount in 

emission release (Naturvårdsverket 2008).   

 

In the case of sulphur emissions, there was not specified in the National Inventory Report. 

Instead, we can only present the data available that has been produced by Sweden Statistics 

agency.  
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Between the years 2005 and 2006, sulphur increased while carbon monoxide emissions 

decreased within the transport sector due to unknown reason (Naturvårdsverket 2008).  

 
Table 10 Used resources by the transport sector 

  

Transport emission 2005 2006 Difference 

CO2 12 930 646 13 450 434 4,02% 

Nox 196 394 186 386 -5,10% 

Sox 80 317 93 094 15,91% 

CO 23 401 22 596 -3,44% 
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6. Analysis 

 

 

This analysis is build upon two parts. In the first part we describe the outcome of the 
sustainable value calculations that we displayed in the  empirichapter. In the second we cover 

what the impacts of the ADVANCE model have and the fundaments that it builds on. The main 

reason will be described and analyzed more in detail.        

6.1 Sustainable value calculation it selected airlines 

6.1.1 Analysis of 2005 
 

The domestic traffic within Swedish aviation market is growing as the key elements are the 

international traffic fared better due to low-cost airlines expand. Low-cost flights in Sweden 

have grown strong in recent years, particularly on the most heavy traffic routes. This caused a 

profitability problems in the line-level for the airlines  that operate on the competitive routes. 

(Flygmarknadens utveckling, 2005). More people choose to fly with the low-cost companies 

which make it difficult to lure back business travelers to buy the more expensive tickets since 

the passenger has become cost conscious. The airlines need to raise the occupancy rate for 

current pricing structure to be retained in the future. Market participants require greater 

flexibility to adjust its operations according in commercial terms (Flygmarknadens utveckling 

2005). The airlines are aware of the prevailing excess capacity, which could be read in 

Management Commentaries (FlyNordic, SAS and Malmö Aviation 2005). The fight for 

market share at important destination such as Gothenburg and Malmö has started and which 

made it difficult for the three airlines in this study to achieve a profit to exceed their costs due 

to the low-cost airlines competition. .  

 

SIKA described in its report that it was difficult to separate between low cost and a network 

company. SAS introduced a business module, which resulted in a greater degree of flexibility 

and in its price range. This makes it difficult to tell whether SAS should be assumed as a low 

price or a network company. However, we believe that the statements made in the 

development of aviation can be dramatic since SAS has kept its business class offering and 

operating within an Alliance called Star Alliance. Also, several other airlines besides SAS is 

offering low price tickets in aim to attract customers. 

 

However, low-cost carriers are not only the threat that strikes at the airlines. The trend of 

capital costs and fuel costs are rising. The direct cost increases for the second year, primarily 

due to increased costs for fuel. The indirect costs continue to decline and reducing the cost of 

passenger service, marketing and sales (Flygmarknadens utveckling 2005).  None of the 

airlines managed to exceed their return above its costs. All the airlines made the loss for the 

year with fuel prices as major causes of loss according to their management commentaries. 

Malmo Aviation also declared a large leases payments on the basis of their negative results 

(FlyNordic, SAS and Malmö Aviation 2005). It requires in order to create sustainable value 

that the economic benefits exceed the costs of the respective companies. (Hahn  and Figge  

2006, Michael J. M 2002)  



 

 

 

 

 
45 

 

None of the airlines  managed to exceed their costs as the reason considered to be the new low 

price of established companies that were introduced in the market and the direct costs which 

increased.  

 

An essential element in creating sustainable value is to use strategies that increase the 

effectively and generate value creating activity to the company ( Pitelis 2001). One way might 

be to improve their processes to reduce their cost. Low cost carrier and Network company has 

the same load factor. However, it is easier for a low-cost airlines to reduce their indirect costs. 

Administration costs are lower in a low cost carrier since the cabin crew are numerical 

minimized and has slightly lower salaries with more work hours per year. In this way an 

airline can operate more efficiently and at the same time minimize costs (Flygmarknadens 

utvekling 2005). All airlines felt that they had been hit hard due to the low price. They tried to 

attract their customers with more flexible range or services to generate value. FlyNordic 

created a reservation system which made it easier for a traveler to book their trip via their 

website (Flynordic 2005). SAS created a business model which aimed to increase the 

flexibility so traveler could choose if they want to travel in economy class or if they want to 

upgrade to more luxurious comfort trough economy flex or business class (SAS 2005). 

Malmö Aviation did not mention any model in their management commentaries to increase 

efficiency through their activities. However, we know that the author Malmo Aviation 

operates at an airport located in Stockholm making it more flexible and easier for a traveler to 

get to the airport due to the distance. Meanwhile, it was better for the Swedish GDP and 

transport sector. 

 

The Swedish GDP had grown compared to year 2004 where the service sector comprised the 

largest increase. A background to the increase was that large sectors like the service-producing 

industries, the main wholesale, retail trade, credit insurance and business services had grown. 

Unfortunately, the airline industry was the only industry that decreased. This indicates issues 

within the Swedish aviation market. This statement could not be recognized within the 

transport sector as a whole (SIKA 2006). The Swedish transport sector has grown faster than 

the whole economy but it could vary in profitability and development over time. According to 

analytics, the transport industry would increase over time which was difficult to understand 

when the trend is pointing down according to statement from SCB. The airlines presented 

briefly their close relationship to suppliers in aim to reduce emissions and their work reduced 

the damage of a non-fully-utilized resource.  

 

The transport sector stands, in total, for 79 percent of the entirety of the total emissions emits 

in Sweden. 90 percent of the emissions come from the transport sector in terms of carbon 

dioxide. The trend of environmental release indicates that the emissions will increase in the 

future even if emissions are reduced. The transport sector is the largest cause for culprit of 

nitrogen oxides emissions. According to National Inventory Report (Swedish Environmental 

Protection Agency, 2008), road traffic is the major factor of emission release to the 

environment. Carbon monoxide and sulfur oxides show no indications of major threats to the 

environmental emissions. Both emissions show a downward trend or a staying on the same 

amount of emission released. 

 

To be effective, it requires that  a company uses an economics or environmental resources so 

that the return exceeds the benchmark, which compared with (Hahn and Figge 2006). In 2005 

none of the airlines used their resources more effectively compare to the benchmark. 

 According to Figge article Value-based environmental management, it is possible for a 

company to create greater value if they use products that inhibit environmental emissions or 
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use different strategies to minimize environmental emissions (Figge 2005). There is no 

indication that their environmental strategies work to use their resources to the maximum. All 

airlines in occupation of their resources with a negative view of the financial climate.   

6.1.1.1 Swedish GDP comparison for year 2005 
 

 

 

 

 

 
 

 

Figure 4 Company vs. Swedish GDP illustration  

 

All three Swedish airlines had difficulties in creating value when we comparing them toward 

Swedish GDP. The main reason was the negative gross value that was achieved among the 

airlines due to a overcapacity on the domestic market which turned into lower revenue for the 

airlines and a larger opportunity cost. As mentioned above, in order to create necessary to 

return the excess opportunity cost in order to create sustainable value. Christos N. Pitelis also 

mentions that the company must earn a higher rate of economic profit than the average of its 

competitors in order to create value (Pitelis 2001). None of the airlines managed to create a 

sufficiently high profits to exceed the opportunity cost of benchmark. Swedish GDP had 

grown compared with 2004 where the service sector comprised the largest increase and also 

the largest emission release. Therefore, the opportunity cost increased the sustainable value 
due to higher efficiency in the GDP measure.  

 
Table 11 Sustainable value for airlines year 2005 

 

Airline Return figure Opportunity cost Sustainable value 

Flynordic -142 653 000 3 451 509 829 -3 594 162 829 

SAS -364 000 000 29 337 319 276 -29 701 319 276 

Malmö -32 285 000 2 828 960 166 -2 786 838 716 

 

    

All airlines found it difficult to create sustainable value in relation to GDP. They describe in 

their annual report that the Swedish when market was facing strong competition (Flynordic, 

SAS and Malmö Aviation 2005). A price war has begun to escalate many which forced the 

airlines to cut their prices while the costs remain. This caused difficulties for the airline to 

create value and exceed their opportunity cost. Flynordic which is a low-cost carriers seem to 

have affected the market price, just what SIKA describes in their report (SIKA 2006). 

 

When we analyze the company size, we receive a negative value for each airline. The GDP 

received a higher opportunity cost. The airlines was up to 87,62  times less efficient with their 

resources and therefore created less value compared to other Swedish companies.  

Table 12. Airlines eco efficiency year 20056.1.1.2 Swedish transport sector comparison for year 2005 

 

Airline Company Size Efficiency More or less 

Flynordic -24,20 > 24,20 Less efficient 

SAS -80,60 > 80,60 Less efficient 

Malmö -87,62 > 87,62 Less efficient 
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Figure 5 Company Vs. Swedish transport sector 2005 illustration 

 

The transport sector had increased during the year and so did whole turnover for the sector. 

When the train industry is included, the number of emissions reduce drastically since train 

industry emits marginally with CO2, SOx, NOx and CO. Even carpooling increased during 

the year which resulted in reduced emissions. Fewer driver means less emission emit.  

 

Similar as the Swedish GDP, the airlines had problems to create sustainable value toward the 

benchmark Swedish transport sector in the year 2005. All three airlines created a negative 

sustainable value compare to transport companies. This was unexpected since we thought that 

the efficiency would be lower among the transport sector. One possible reason could be the 

train industry. Since the train traffic is included in the measurement, the efficiency within this 

benchmark will be larger due to the large profit they make while still producing low 

emissions.   

   
Table 13 Sustainable value for airlines year 2006 measured towards Swedish GDP 

 
Airline Return figure Opportunity cost Sustainable value 

Flynordic -142 653 000 67 560 627 -210 213 627 

SAS -364 000 000 526 210 274 -890 210 274 

Malmö -32 285 000 43 753 161 -76 038 161 

 

As in the case with the GDP the airlines could be up to 1.36 times less efficient. The main 

reason could be the high efficiency of resources among the transport companies were the 

major proportion contributed by train companies.  

 
Table 14. Airlines eco efficiency year 2006 measured towards Swedish GDP 

 

Airline Company Size Efficiency More or less 

Flynordic -0,47 > 0,47 Less efficient 

SAS -1,45 > 1,45 Less efficient 

Malmö -1,36 > 1,36 Less efficient 

 

When viewing the negative result, it is obvious that the airlines had difficulties in creating 
value against the GDP and Swedish transport sector. A common factor behind the negative 

sustainable value creation was a negative EBITDA. The large overcapacity, was a source for 

the adverse outcomes; the costs were enormous which forced the result into red figures.  

Due to great losses and large overcapacity, the pressure increased at each airline to work out a 

solution to become a more attractive than competitor. According to the management 

commentaries, most of the airline feared that that the overcapacity would contain in the 

future.  
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6.1.2 Overall analysis for 2006 
 

2006 became a record where airtraffic increased with four per cent compared to year 2005. A 

key element of the international traffic fared better, low-cost airlines continue to expand into 

Sweden. Travelers benefited the traffic trends with increased supply and lower price, 

especially to the foreign destination (Flygmaknadens utveckling 2006). What is puzzling is 

that FlyNordic was forced to close several of its routes to foreign countries due to non 

profitable routes (Flynordic 2006). For SAS, it was the opposite. The passenger volume 

increased on the international routes due to the flexible pricing model as their business 

consisted (SAS 2006). This might indicate that it is not only low-price concept that attract 

customer but also the brand plays a major role in who gets to customers.  

 

There was continued over-capacity at the domestic market in 2006 which forced all the 

airlines to rethink and revise their strategy portfolios (Flynordic, SAS and Malmö Aviation 

2006). The transport authorities as well, that there were excess capacity at domestic market. 

However, the competition was lower at the European market. Those airlines that manage to 

survive was those airlines that were the part of networking companies, where the Star Alliance 

had the biggest market share (SIKA 2007). These companies supply their own intercontinental 

traffic to shuttle passengers from the world's hub airports in cooperation with alliance 

partners. The network traffic with "hub function" focus on the input of Transfer Passengers 

from regional airports to large hub airports (hubs) that collect passenger from all Europe on 

intercontinental routes (Flygmarknades utveckling 2006).The intense competition has been 

beneficial for networking companies due to the networking agreement. Lufthansa, SAS, and 

several more airlines within Star Alliance successfully invested in Asia including destination 

to the Baltic were the competition are lower and demand growth is higher which became 

profitable to the airlines. Since SAS International traffic increased as compared to domestic 

traffic, we believe that this particular cooperation in network group contributed to improve 

performance combined with their flexibility model. 

 

Price trend of domestic travel slowed down as well the foreign price who showed a decreasing 

trend. The starting point for a global reduction in the number of passenger is probably one of 

the reasons for the decline in prices. The decline in prices is also "the result of increased 

competition at the airline market, which low-cost companies contributed. In 2006 the price of 

foreign trips showed a slight upward trend as a result of many airlines warned others of high 

prices as a consequence of rising fuel prices (Flygmarknadens utvekling 2006). This was not 

interpreted through respective airline's management Commentaries. Such indirect price 

increases can be a contributing factor to the respective airlines raised their ticket price when 

each company had increased its turnover which in order to cover fuel costs. An interpretation 

based on the annual report was that the airline that had performed organization changes to 

reduce their costs also managed to improve its result. 

 

The total operating costs for airlines continued to decline in 2006, even if the fuel costs and 

capital costs increased. The network airlines reduce their cost with over 17 percent while the 

low-cost airlines reduce their cost with only 4 percent. The reason behind that network 

airlines great success of  cost reduce was due to their network cooperation.  Network airlines 

have a scope for cost savings, particularly with regard to indirect costs. Among other things, 

the cost of passenger services, management and ticket sales declined significantly more at 

network than low-cost. (Flygmarknadens utveckling 2006). SAS and Malmö Aviation 

described in its annual report that they carried out a cost savings plan to minimize their costs 
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and streamline the program. Malmö reported in their  annual report for 2006 that it had 

become more cost conscious by implementing check-in machines at all airports Malmo 

Aviation operates. Malmö can minimize staff by using check-in machines which in itself is a 

large cost and therefore reduce their cost (Annual report Malmö Aviation 2006). SAS had 

implemented cost controls to reduce their costs and localize which cost pool could be reduced 

and how to use their activity more efficiently. One activity to minimize its costs was to 

increase number of passenger at each flight. SAS could improve the load factor per flight for 

the flight to become profitable  by cutting the number of flights per day to a destination, and 

exceed their costs that is associated with the flight. (Annual report SAS 2006). From the 

perspective of FlyNordic it was the opposite compared to SAS and Malmö Aviation. The cost 

increased according to Flynordic management commentaries. Flynordic did not mention any 

cost awareness or control. However, we believe that their increased cost due to the number of 

new flights launched during the year but was discontinued due unprofitable. This caused an 

increase in staff costs and in turn lowed revenue (Annual report Flynordic 2006). 

 

The GDP, in Sweden, grew by a few percent compared with year 2005. The underlying reason 

was that the industry increased production and its research and development (SCB 2006). The 

transport sector increased with 14 percent. Demand increased in the transport sector, which is 

particular caused by a stronger development of the economic in Sweden. An increase in the 

usage of transport is not always positive (SIKA 2007). In conjunction with growth it also 

increases the impact on the environment. Emissions of carbon dioxide and nitrogen oxide 

increased by four and five percent during year 2006 and are indicated as the largest source of 

environmental impact in the society. 

 

Environmental emissions in the aviation industry went into different directions with respect to 

number of tons of emissions. Flynordic was the only airline that had increased their produced 

emissions, while SAS and Malmö Aviation reduced their emissions. A possible reason could 

be the use of their green value added activities. SAS developed the method Green approach 

which supposed to reduce the emission by reducing the engine power to idle and then, without 

any delay, gliding almost all the way to the runway. Malmö Aviation green value added 

activity was still based on what can be called secondary airport (Figge 2005).  

 

All airlines improved efficiency among its resources. SAS and Malmö Aviation used their 

resources more positively compared to FlyNordic. Within the financial resource that was 

certainly the cost development, as both SAS and Malmö Aviation managed to increase their 

efficiency. Both airlines used various methods to reduce their environmental emissions in 

order to streamline their environmental pollution. Figge describes a company to improve its 

environmental resources by either using the option model, in which a company can create and 

exploit their resources through a new activity or performer modification of previous activities 

so the activity will Be more eco efficient (Figge 2005). SAS green approach could be 

reflected in the correlation table between 2005 and 2006. SAS improved their efficiency up to 

250% over the corresponding year. Malmo Aviation also uses an activity called the secondary 

airport. By utilizing an airport that less traffic so an airline can minimize their environmental 

emission. Malmö Aviation seems to have done successfully when their effectiveness was 

seemingly better than the SAS and was around 280% in the efficiency of resources. This was 

remarkable in our eyes as SAS is performing an extremely effective green approach. The 

competitor FlyNordic failed to exploit their resources effectively to more than 30 to 69%. 

FlyNordic didn’t described any activities which aim to reduce environmental emissions from 

aircraft, which we believe led to them not managed to exploit their resources to the maximum. 
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Data for GDP Sweden indicated that carbon dioxide decreased between year 2005 and 2006 

with one percent while nitrogen increased with two percent. The largest decrease was in 

sulphur oxide with nine percent. The national inventory indicated an increasing trend for 

green house over the years in which the transport sector is stated to be the cause of the upward 

trend. This could be proved by comparing the figures at transport sector.  

6.1.2.1 Swedish GDP comparison year 2006 
 

 

 

 

 
 Figure 6 Company VS Swedish GDP year 2006 illustration 

 

Compared to year 2005, both SAS and Malmö Aviation improved their result and lower their 

emission release. Flynordic, on the other hand was able to increase the revenue but failed to 

decrease their emission. However, none of the airlines created a positive sustainable value 

compare to GDP during 2006. Even if the airlines performance were better, the airlines could 

not convert their green value activity and strategies to receive a positive sustainable value. 

The overcapacity remained on the domestic market and new value drivers needed to be found. 

The only value drivers beside the mentioned green value added activity was a change of 

organization and cost reduction activities. The GDP increases between the year and at the 

same time lower their emission. This combination improved the efficiency at GDP. 

 
Table 15 Sustainable value for airlines year 2006 measured towards Swedish GDP 

 
Airline Return figure Opportunity cost Sustainable value 

Flynordic -93 498 000 3 043 884 165 -3 137 382 165 

SAS 530 000 000 28 489 457 647 -27 959 457 647 

Malmö 53 986 000 2 764 241 849 -2 710 255 849 

 

 Regarding company size, the airlines could use their resources up to 53,75 times less efficient 

compare to  the benchmark which was better than 2005. Still, it proves that Swedish airlines 

find it difficult to create sustainable value in relation to GDP.  
 

Table 16 Airlines eco efficiency year 2005 measured towards Swedish transport sector 

 

Airline Company Size Efficiency More or less 

Flynordic -32,56 > 32,56 Less efficient 

SAS 53,75 > 53,75 Less efficient 

Malmö 51,20 > 51,20 Less efficient 

 

One reason for the airlines todeliver higher value due to the GDP as part of all categories. 

From manufacturing to services, with both great for circulation. Many service companies 

produce no emissions into the environment thereby reducing the effectiveness of increasing 

GDP and inhibit sustainable value for their respective airlines. 
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6.1.2.2 Swedish transport sector comparison year 2006 
 

 

 

 

 

 
 

 

Figure 7 (Company VS Swedish transport sector year 2006 illustration) 

 

Malmö Aviation managed to create a positive sustainable value in comparison to the Swedish 

transport sector. Flynordic and SAS, on the other hand, received a negative sustainable value. 

Although SAS implemented methods which formed the basis for reduced emissions, they 

could not exceed the opportunity cost. The large emission of carbon dioxide as well as 

improved efficiency lead to that the transport sector created a higher value. 

 

Malmö Aviation was the only airlines use their resources more effectively with their green 

value added activity. The surprise was that SAS does did not succeed in creating sustainable 

value. Flynordic could not create positive returns or  performedany green value added activity. 

The only green value added activity that Flynordic in occupation was to establish closer 

cooperation with suppliers. This makes it difficult for Flynordic to create sustaianable value. 

 

Table 17 Sustainable value for airlines year 2006 measured towards Swedish transport sector 

 

Airline Return Figure Opportunity cost Sustainable value 

Flynordic -93 498 000 62 287 722 -155 785 722 

SAS 530 000 000 543 099 091 -13 099 091 

Malmö 53 986 000 46 025 675 7 960 325 

 

Malmö Aviations´ positive value derived from a number of resources compare to SAS. 

However, which is important to notify, if SAS had enclosed information about sulfur oxide 

and Carbon monoxide. Their chances would have increase in creating positive sustainable 

value compare to transport sector as the number of comparable resourced would have 

increased.  

 

Malmö Aviation was the only airline that managed to use their resource more efficient 

compared to the benchmark. They used their resource 1.17 times more efficient.  

 

Table 18 Airlines eco efficiency year 2006 measured towards Swedish transport sector 

 

Airline Company Size Efficiency More or less 
Flynordic -0,67 > 0,67 Less efficient 

SAS 1,02 > 1,02 Less efficient 

Malmö 1,17 < 1,17 More efficient 

 

 The airlines managed to create sustainable value in relation to the transport industry was 

unlikely. The sector now consists of road with heavy vehicles and ferry who emitting tons of 

emissions. This indicates that there is no airline industry, which is the worst environmental 

villain. 
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Without them it can create sustainable value. If train industry had not been included in 

measurement, SAS also likely dispute succeed in creating sustainable value in its green value 

added method. What should be noted is that this method was performed in only a few flights 

within the company as this is a new concept and is evolving. We believe that Flynordic would 

had the opportunity to create sustainable value if they managed to handle the economic 

resource. If Flynordic had success creating a return equal to Malmö Aviation, they would have 

a potential to create sustainable value when the amount of emissions is similar.  

6.1.3 Value drivers and company comparison 

 
 

 

 

 

 
 

 

Figure 8 Cases divided into companies 

 

What we interpret from the first part of the analysis is that the activities that were performed 

by the airlines during 2006 were a source for value creation. SAS and Malmö Aviation 

performed organizational changes and cost savings which lead to an increased revenue. 

However we must also take into account Malmö Aviation’s payment of single premium for 

leased aircrafts which had an impact on their results for 2005. Flynordic, however, was the 

only company to describe in detail their value drivers. Since Malmö Aviation or SAS did not 

give away details of their value. This made it difficult for us to analyze why Malmö Aviation 

did not create sustainable value in year 2005 and how the managed to create sustainable value 

in 2006 and why SAS didn’t manage to create any sustainable value at all. This is also 

something the management needs to have in mind, where should the limit for transparent be? 

Too little might seen as they have something to hide and too much information might be 

hurtful for a company in general. By enclosing larger quantity of information it makes it 

easier to analyze which activities that are creating value. In the case of Flynordic, we realized 

their value drivers to expand in Europe and the Swedish market at a lower price, did not 

create any value either in year 2005 or 2006. Value drivers for SAS might be their strong 

brand and their offer of range within international routes. Still, they didn’t manage to create 

positive sustainable value with their green value added activity. In the case of Malmö 

Aviation, the value driver is the airport's location and reputation for providing good service. 

 

In addition, the airlines which exerted a more environmental based activity managed to reduce 

their environmental emissions. SAS launched a new activity while Malmö Aviation is using a 

secondary airport as a base and hub. The word hub is used to indicate an airlines main airport 

that all flights pass in one way. Secondary airports often need shorter distance and time to taxi 

to and from the gate before takeoff and after landing. In the case of Malmö Aviation, we 

belive they decreased their emissions by improving the efficiency of the taxi to take off on the 

runway. This is a value driver within environmental based management, and an option of 

performing modification of an existing activity (Figger 2005). SAS method, that was 

innovative, was a success in terms of reducing emissions is more of an option of carrying 

from new activity since their method Green approach is newly established (Figge 2005). 
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This thesis was based on a single impacts method (Hahn & Figge 2005) where we used our 

perspective on environmental emissions. The resources we used was carbon dioxide, nitrogen 

oxide, sulfur oxide and carbon monoxide as these gases are the frequencies of the aircraft and 

accounted for the most part from aircraft daily emissions. We could also identify strong and 

weak performance. What we could find was that Malmö Aviation managed to achieve a strong 

improvement over year 2006 by changing the gross value from negative to positive and also 

lower their environmental emissions. SAS where in the middle were they managed to improve 

their result and lower their emissions. Flynordic achieved weak improvements when neither 

performance nor activities improved their environmental emissions. 

 

Reason for us to using Hahn and Figge was to measure how much sustainable value the 

airlines created or destroyed compared to the benchmark. If wanted for instead to measure 

how a aircraft emit emission per flight, we would have used Joost G Vogtland model eco-

cost/value ratio. This model measures the value chain in The distribution and logistics chain. 

(Vogtländer 2000)  According to Hahn and Figge, ADVANCE does not describe whether how 

value is created within the company (Figgea and Hahn 2004). We assume that it is possible to 

analyze whether how value could be created. By study the management commentaries and 

CSR, we were able to find what activities the airlines have implemented to improve their 

performance and to reduce their environmental emissions. The most important thing to 

remember is how it is used and applied. We will come back to this in our next section where 

we put focus on our second research questions.  

 

6.2 Analysis of the ADVANCE Sustainable Value method from airlines 

managements perspective 

6.2.1 A high pressured industry, 
We will first start of this section with going back to our introduction by mentioning that 

airlines act in a hostile environment. With hostile we mean in terms of high competition and 

the pressure from the stakeholder to improve their business. For the competition aspect, 

airlines compete with existing airlines, new comers and other transportation means such as the 

train industry. As we mentioned a train releases only a fraction of the CO2 level that a plane 

emit (SJ, 2010). We find in the report Flygets utveckling,- 2005 and,- 2006 that despite an 

increasing demand for air transportations service it is still existing a overcapacity  on the 

market, which is something Flynordic also refers to in their annual report in 2005. This led to 

Flynordic reduced their supply in Sweden. At the same time the low cost airlines increased 

their market shares, which further added to the tension for network carriers. The train industry 

further increased their possibilities to compete on the national level by having a station at 

Arlanda, the primary airport in Stockholm, Sweden. The situation required that the airline 

adapt to the situation and find ways to create value. This differs to the image that ICAO and 

SIKA gave of the passenger air transportation demand. However, this is not an overall 

demand and  has not increased or diminish for many actors on the Swedish market. Continue 

on the competition track, new technologies will appear in a future such as high speed trains 

that further ads to the competition.  Doganis state that the airline business follows the general 

business cycle (Doganis, 2006), which has been a fact under the recession. The high amount 

of money that is at stake it further ads to the tension. The airline needs to endure this high 

pressure.  
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6.2.2 Stakeholders demands 
Other pressures that airlines have to endure are those that come from their stakeholders. 

Customers such as the United Nations, whishes to decrease their environmental impact either 

by incurring their service providers to decrease their or they need to stop using the service 

(New York Times, 2010). Governments that initiate environmental taxes and goals are a 

serious threat to airlines and if it could not be possible it probably leads to fines or other 

measures. This is also reflecting on externalities, that we brought up in our theoretical section, 

that it is the cost that others than the producer get affected by (Parkin 2000). Airlines create 

these tax and environmental costs by creating their service which impacts others through 

emissions. There is a good expression that explains this notion, “if you brake you pay”. Many 

would probably agree to that the consequences that your service bear is also your 

responsibility. Governments, if we recall, emphasize this by implementing environmental 

taxes. (Parkin 2000) The consequence this has on our airlines is that they will need to come 

up with measures to adapt to the situation. Network carriers must take different forms in order 

to create value. As an airlines manager it would not be ideal to decide to cut down the number 

of flights in order to decrease the emission, without inflicting on the revenues and cash inflow. 

Still, what is true is that a decision is needed. Organizations receive a social legitimacy, a 

grant to exist, when it has adapted enough to the surroundings. When they have adapted they 

will get the necessary resources (Hatch 20008). The resources in this perspective this occasion 

would be to get customers to come back.  

 

Stakeholders also pressure companies in general to become more ethical in their way of doing 

business. Stakeholders can benefit if their service provide and working with CSR, by 

decreasing risk for fines or as in the case with United Nations and stop purchasing the service. 

(New York Times, 2010) An organization called Carbon disclosure Project produces yearly 

surveys where they, among other things, ask companies to disclose their CO2 emissions and 

their Scope 1, 2, and, -3 emissions. These scopes define the emissions type, whether it is 

caused by a direct impact of their business, scope 1 or indirect impact, scope 3. One example 

of scope 3 emissions could be company’s business trips caused by airplane travels (Carbon 

Disclosure Project, 2010). CSR focuses, to a great extent, on the stakeholders needs. 

(Borglund et al 2009) This goes hand in hand with stakeholders demands and the organization 

tries to fill these needs. Some even argue that the organization has a duty towards 

stockholders to create and keep a good relationship with stakeholders (Freeman, 2002 quoted 

by Stieb, 2009, p. 405). The stakeholder theory suggests that companies should voluntary 

satisfy the needs for the important stakeholders. (Freeman & Phillips 2002). Stakeholders 

needs vary and focuses on their emission goals provided by organizations such as the United 

Nations. Airliners should then focus attention on their environment work, and general CSR 

work. This is done, in the case of SAS they started to run the “Green approach” program in 

2006. This program both saves fuel and decreases the emission. Today, 2010, the 

environmental work is far more stretched out than it was 2006. We mentioned in the 

introduction that by investing in a newer fleet Ryanair was able to decrease their emission. 

(Ryanair.com, 2009) Malmö aviation has chosen to use airplanes that lets them use Bromma 

airport, Stockholm’s secondary airport. This a rational decision made to use their resources in 

a better way. It shows that the managers have seen the demand and realized that there was a 

need for changes. Once again the organization adapted to their surroundings requirements, 

and continued to fight for the license to operate. The license to operate becomes increasingly 

important, to be able to compete when the time for high speed train comes.  
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Another reason of why it is important to start working with CSR, especially for airlines that 

acts in such an environment intense and hostile surrounding, is that it can also improve the 

market value to work with CSR. In the short run it might decrease the profitability but in the 

long run it has impacts on the companies’ value. (Hassel et al 2008), mentioned in the book by 

Borglund et al 2009)  

6.2.3 Adapting to the situation 
Now it is clear what the common denominator is and it is to adapt to the stakeholders needs 

and adapt to the current market condition. The airlines have illustrated their awareness of the 

situation. The managers task is, if we recall, is to implement control tools to gather 

information that can be used in the decisions process. (Horngren et al 2005)  The management 

accountants use these tools in the process of creating a base for decisions. The management 

accounting information includes an overall organizational control, making it more important. 

(Bhilmani et al 2008). Although there is a difference between financial and managerial 

accounting information both stakeholders and management are requiring accounting 

information as decisions base. (Drury, 2008). But the main thing, is that it all comes down to 

“You simply can’t manage something you can’t measure” (Horngren et al 2005) If the airlines 

managers do not have tools to measure what they need, they cannot manage the company and 

the social legitimacy and the result will not be granted.  If we move on to the environmental 

decisions, the airlines management needs to take greater focus of these types of questions. 

(Borglund et al, 2009) The information provided to the management regarding environmental 

issues is therefore of high importance (Horngren et al 2005).  Another point of great 

importance is the fact that the management is accountable to the stockholders and 

stakeholders. (Diamond et al, p 13-14) The stakeholder has a lot of demands, which we 

described above. Stakeholders such as stockholders usually demands to create the maximum 

value. As we mentioned, working with CSR is a tool to create more value by this means to 

become more responsible in social and environmental terms. To be able to measure this, the 

right kinds of tools are required. 

6.2.4 Sustinable Value method and the management 
A tool that we have focused our attention on is the Sustainable Value method. Sustainable 

value is a mix of value creation methods and value based management activities. The 

philosophy arises from management activities where the management identifies those value 

drivers that will have an impact of companies’ value creation. (Figge 2005) The aim with 

value based management activities is to identify activities that include value drivers. To 

increase the validity of comparability, the company needs to include same activities in every 

company and benchmark. (Figge & Hahn 2004) Companies, in our case the airlines is aware 

of their market and the existing activities which is a advantage that they possess compared to 

researcher. The sustainable value method is based on public available information from 

sustainable reports etc. Sustainability reports consist of information and statistics data of 

aspects that had influenced the company during the year. It is important that the information 

could be useful and reliable. Investors will base decisions on the information that is provided. 

(Parkin et al 2000) Again, as companies most likely have all details, they still don’t need to 

spend a large amount of time to produce the information that is required in order to make 

sustainable value calculations.  

 

We argue that the sustainable value method is not foremost suited for external stakeholders 

such as investors. It can also be used in the internal decisions process as it is an easy to use, 

and thereby requires a low amount of time and money. Especially considering the 

organization already know the activities already.  
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Strategic adaptation has been a theme throughout this part of the chapter, and again we would 

like to address this point. The organization needs to adapt to the current conditions and also to 

the stakeholders demands. The Sustainable Value methods usage area is greater than existent 

methods as it also includes company performance, see table 3.3. It provides details of how a 

company, based on its performance, manages to create Sustainable Value. The method also 

discloses how the company is using its resources and how effectively those are used. As we 

have showed, also linked to in this chapter section, there is not suitable for airlines to create 

emissions without consideration. The stakeholders demands are quite intense, therefore it is to 

our strong belief that a tool that keeps track of how the company performs in terms of 

resource usage are essential for a manager in a mission intense industry as the airline industry.  

6.2.5 Other functions with the Sustainable Value method 
The method can also be used by the management with other benchmarks, for instance those 

that could be closer related to their desired measure. Only the mind set the limits of the use of 

benchmarks. We want to highlight the use of benchmarks towards the future. This could be, a 

coming regulation or tax. For example it could be a level that the company would need to 

reach before a particular date. If we recall the sections about externalities where we talked 

about the society’s and government’s use of taxes to issue a control of the level of emits that is 

released. (Parkin et al 2000) Therefore the method can be used on environmental taxes that 

are to be implemented. This is something that could be of great use for companies; especially 

in high emit industries as the airline industry. The managers cannot allow them self the luxury 

to simply pretend that the air, that their airplanes release tons of emits in, is for them to use as 

they see fit. Other examples of benchmarks that measure the future can be goals that the 

organization has or competitors’ prognoses. This is a reason to why we want to point out the 

usefulness this method can bring to mangers, and another reason to why we think that the 

focus group of this method should also be managers. 

     

The possible usage area of the ADVANCE method is large. For the airliners, the method can 

also be used as a quality control instrument. To control how the quality of their service is, 

among other variables. As we mentioned above, the method is more powerful and the 

usability might increases if one has more knowledge about the business and the company. 

Therefore there might be an excellent way to use it and not only as a financial information and 

a value measure, but a quality control instrument. 
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7. Conclusion 

 

 

Conclusion is where the authors review and describe the result of the thesis. We will start of 
with the result from the sustainable value measures and then to hold a discussion about the 

sustainable value method with the managements in mind. 

 

We start by recalling our research question. 

 

How much sustainable value measured with the ADVANCE Sustainable Value method, using 

the single impact method, can the chosen Swedish airline companies create, considering that 

they are performing an activity that is commonly related to as destroying the environment?   

7.1  Sustainable value creation and value adding activities in the 

selected Swedish airlines 

We have recognized the importance of Sustainable value creation. A company that generates 

good results and lower their emissions will create a larger value, for example, a service 

company. But value is not only dependent on the results, it is also affected by the activity in 

order to generate results. Companies must actively come up with new activities to minimize 

both environmental emissions and costs to streamline and increase their revenues. These types 

of activities could be found in all three airlines in 2006. However, only Malmö Aviation 

managed to convert from a negative sustainable value in year 2005 to a positive sustainable 

value in 2006. Nevertheless it is difficult to generalize to a larger population, but it gives an 

indication that, despite operating in an industry with a high environmental pressure a positive 

sustainable value can be created. It indicates that it is possible for an airline to use its 

resources more effective than its competitors. In this case it was the general emission amount 

produced by companies in the Swedish transport sector.  

 

It is crucial to change the activities and implement those that can reduce emissions and 

maximizing the revenue. A possible factor behind Malmö Aviations’ success was what could 

be called being their green value added activity, the use of Bromma airport – a secondary 

airport. Another reason behind the value creation in 2006 was the organizational changes and 

that cost reduction programs was established. By lowering the cost and using their aircraft, 

technique and resources effectively, they managed to achieve a positive EBITDA. However, it 

also shows that the green value added activity must be consequent in aim to lower emission 

release to be able to create positive sustainable value.  

 

The airliners manage to create sustainable towards the transport sector compared to the GDP. 

Possible reasons are that they performing the same type of activity, transportation. A company 

that emits in the normal case little environmental pollution will appear to be more efficient. In 

this case, the efficiency will in general be larger for companies that are included in the GDP. 

The transport sector on the other hand has over the years increased in result. Opposed to GDP, 

the benchmark includes only road traffic, - aviation, - marine and the train industry. Train 

industry of its kind does not produce large emissions and contributes to a larger turnover 
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which results in higher value, something that increases the sector's efficiency. 

 

Another possible reason for the negative sustainable value is the rough market situations with 

the high competition. The airliners are virtually competing each other’s out of the market. The 

balance between lowering prices and the number of passenger is hard. We agree that the 

business contains a high volatility due to all existing macro factors. Factors such as oil prices, 

environmental transportation and establish of new actors increase the threats. These factors 

force the revenues down and increase the cost which makes it very difficult for the airlines to 

survive. The airline will not automatically create green value if they are not performing any 

activities that reduce the quantity of released emissions. The concept is easy to understand, if 

the airline expands the fuel consumption the emissions will increase. As we mentioned above, 

revenues decreased and cost increased due to the expansion that occurred in the case of 

Flynordic. It will be difficult for an airline to create sustainable value when a company 

releases several tons of emission, on a service where the turnover is very low compare to their 

business. These are the fundaments within value creation and due to this result.  

 

A problem with the ADVANCE method was that the number of resources has an impact on 

the earnings. Malmö Aviation succeeded to create value in comparison to the transport sector 

which is something that is interesting to bring up. Despite the rough market situation, the 

tough environmental pressure from various stakeholders they managed to create a positive 

sustainable value while benchmarking the transport sector, which includes competitors like 

the train industry.  

7.2 ADVANCE Sustainable Value method usefulness and applicability 

The method is based on the concept of opportunity cost which lets us know how much value 

we could gain, or lose, by choosing other alternatives. As we described in earlier chapter, 

decisions are made from at least two choices and decisions might be the ground for a strategy. 

(Horngren et al, p 898)  Decisions are therefore crucial for the company and wrong decisions 

can be devastating. As a result, management accountants are there to support the management 

in to gather information. The management would benefited to have knowledge of what 

consequences their decisions might have and what gains a “green” decision could have 

produced and how it could help their strategical adaptaion.  

 

We have described the line from business ethics to the thoughts of externalities and the impact 

thereof. We have moved through the concept of CSR to follow with the sustainable value 

concept. The method was created within the range of sustainable investment, and mainly with 

external investors in mind. Now at the end of this thesis we argue that the functionality of this 

method is mainly limited to the imagination of the user. It can be used as a complement to 

other financial methods as instead of many methods this one focuses on sustainability. As with 

many other methods and models, this is not suitable for all occasions but as a complement. 

This increase the usability by give the manager another perspective of what value is. It is 

basically possible for airlines, and other companies, to use this method with limited resources 

and therefore low costs. It allows for transforming ecological consequences into monetary 

value. Due to the fact it would be easy to implement and can aid the management to adapt to 

required situations, we argue that it is well suited to use for various internal purposes.  

 

 

The chosen benchmark can vary and in fact gain maximal usability since the company knows 

their market and therefore knows where the crucial measures could be done, benchmarks such 
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as those that covers predetermined goals, strategies and future taxations etcetera. It can 

function as a tool within financial project, control functions, quality controlling or whatever 

area the management and their accounting department see fit. We argue that because of the 

simplicity in the Sustainable value method it is powerful tool for managers to use for internal 

decisions, in times where a understanding of “green” alternative can create value. 
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8. Truth criteria 

 

 

In this chapter we will describe our criteria of truth which is present in the study to increase 

the credibility in our study. To assess a phenomenon, the authors need to base their study and 

its character on relevant criteria’s. We have chosen validity and reliability which is defined 

and are closely connected to each other when performing a quantitative study.   

 

8.1 Validity 

8.1.1 Definition of validity 
Validity is a criterion that describes the truth that is required to distinguish between research 

and data material. It means that during the study, the researchers have collected enough data 

to cover the subject that are to be studied, and the theory to be challenged. It also demands for 

a research to be validated also that there may be a link between research and the given results. 

(Johansson- Lindfors, 1993, p. 103). The name validity includes a couple of concepts such as 

theoretical validity. It measures whether an expression reflects what it is intended to do. 

Bryman and Bell exemplifies with an IQ test; is it really measuring differences in 

intelligence? (Bryman & Bell, 2005, p 43) This type of validity is connected to our next 

criteria’s reliability. If something is not reliable it will probably not be valid enough, for 

instance an expression often alters. 

8.1.2 Internal validity 
Internal validity reflects on whether a conclusion can be argued causing the connection of x 

with y. What determines that the variation in x, that explains y, is not caused by something 

else? (Bryman & Bell, 2005, p. 44) In our case this type of validity becomes important as we 

are aiming to explore value adding activities, both green and regular. We have been exploring 

activities that airline companies state in their annual reports that they are doing. This is done 

by text that is clear statements, but as well what is said between the lines. In this context we 

argue that SAS’s green approach, the method to decrease fuel consumption, which reflects 

directly on the extent of resources that is emitted. Other methods such as “secondary airport 

strategic activity” are not stated directly. However as we aim to explore activities we argue 

that it is valid enough to make our conclusions of which value adding activities, that we 

found, our selected airlines are undertaking. This is not to say that these are the only value 

adding activities. 

 

We are, when it comes to the sustainable value measures, using a published method to base 

calculations out of. We are using data from annual and sustainability reports. We are following 

the methodology “by the book” and have re-checked the calculations a large number of times 

to decrease any risk that there might be a mistake done in the calculation. So we argue that the 

“X and Y” in terms of the sustainable value measures are valid.  

8.1.3 External validity 
This validity involves questions whether the results can be generalized to a larger population 

outside the measured context. If a survey has a low external validity it implies that it can only 

reflect the opinions of those that are participating in the server or to a small population within 

the same scope as the survey population exists in. (Bryman & Bell, 2005, p 44) 
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 In our case we argue that although we used a low number of airlines, which decrease 

generalization possibilities, the fact still remains. It exists only a small number of airlines in 

Sweden, that could be said are of medium size. In total we used three airlines out of fourteen 

which is to small population. Nevertheless we still want to emphasize the fact that we used 

the three largest jet-airplane airlines. By jet-airplane we want to distinguish small airlines or 

taxi airlines that fly with small planes and thereby could be argued have a less emission 

intense operation. Also, these were the only airlines within Sweden that was enclosing their 

emission emits. We are using the largest airlines, with the most emission intense airplanes 

which therefore somewhat narrowing the gap, between what is a generalizable result and not. 

We want to underline that we are not making vast generalizations towards the whole Swedish 

airline industry, nonetheless the result shows an intriguing point and could open up for a 

larger research in the same topic.  

8.2 Reliability 

8.2.1 Definition of reliability 

Reliability deals with if the same result would occur if the study is done one or more times. To 

get back to the IQ test that was mentioned before. If the same person would take an IQ test 

multiple times and get different scores each time, the reliability would be seen as low and the 

outcome of the result would be impacted severely. One can distinguish at least three types of 

reliability. One that uses indicators and scores to see how the respondents are positioned 

compared to other indicators. (Bryman & Bell, 2005, p. 86)  We do not use this reliability 

instead we focus on the other two which is stability and internally judged reliability
8
.   

8.2.2 Stability 
Stability, to once more return to the example of the IQ tests, indicates that the result will not 

differ to a great extent if the study is replicated after one another. (Bryman & Bell, 2005, p. 

86) In our case we argue that because we have taken the measure we have taken to limit 

mistakes in the sustainable value measuring it is our strong belief that the result is reliable and 

stable to the extent that if it would be replicated it would give close to or the same sustainable 

value that we received.  

8.2.3 Internally judged reliability 
This reliability is used when there are more than one researcher that extracts data and 

information. There is a risk that the information gets distorted or that the different researchers 

has different ways or frames of references when it comes to the requested information. In our 

case this applies because we have both been involved in the process of extracting the figures 

and data to use in the measures and analysis. However to limit this risk we have both read the 

annual reports and sustainability reports separately and discussed whether the information we 

are referring to are in fact the one that we should use. Hence of the stated facts above we 

argue that the result from this study is both valid and reliable to a great extent. 

 

  

 

 

                                                 
8
 Translated from Swedish 
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9. Further research areas 

 
 

During the process of writing this thesis, more interesting suggestions to various topics has 

come up. Topics that could introduce more research with the use of the Sustainable Value 

method but also topics that is in the field of CSR. The suggested subjects that we will go 

through reflect not only upon the aerospace industry, but the substance itself - sustainability. 

 

It would be interesting to study and analyze if the companies take into account the CSR and 

the ethical and moral aspects into the buying and selling of emission rights. Since many 

companies purchases and sell emission rights to make money. Why sell and promote other 

companies, already in place though could harm the environment even more? What are the 

management views? Will it be accepted methods in the future?   

 

Further, to analyze which method in the airline industry, that is used to reduce environmental 

emissions, creates the largest Sustainable Value? Methods could be the green approach or the 

use of alternative fuels to decrease emissions. Perhaps the use of winglets, which is mounted 

on the wings and increases the lift that leads to a decrease of the fuel consumption. These 

three methods could be measured ion other extent and to be study which method is most 

effective when it comes in reducing fuel consumption. It would be interesting because there 

are so many different methods for reducing emissions but which one is creating the most 

value to the company? Is there a single one method that is better? This could also apply to 

other industries with the use of other emission decreasing methods. 

 

If information is available it would be of interest to choose some companies from the cargo 

flight sector within the airline industry and measure their sustainable value. For example the 

company West Air Sweden makes postal flights for the Swedish post office (Posten). Since 

they most certainly have some governmental insight they might need to report under the GRI 

standards and issue a sustainable report. There are of course others as well that is more known 

such as DHL or FedEx. These companies are not under the same medial focus or public 

attention which could mean that their environmental work is less advanced as regular carriers. 

Does the sustainable value from mainly passenger airlines to a mainly cargo airliner vary? 

Can air cargo companies create sustainable value?  
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Appendix I ! Emission summary Swedish GDP and Transport sector

Transport  sector

Transport sector 2005 2006

Turnover 164 240 000 000 175 218 000 000

Other income 5 921 000 000 6 274 000 000

Comparable 86 000 000 748 000 000

personal cost 35 920 000 000 37 563 000 000

Other cost 121 153 000 000 128 301 000 000

EBITDA 13 002 000 000 14 880 000 000

Emission release 2005 2006

CO2 12 930 646 13 450 434

NOx 196 394 186 386

SOx 80 317 93 094

CO 22 596 23 401

Transport efficiency 2005 2006

CO2 1 006 1 106

NOx 66 204 79 834

SOx 161 884 159 838

CO 555 617 658 524

GDP

GDP 2005 2 006

EBITDA 2 552 597 000 000 2 660 992 000 000

GDP emission 2005 2 006

CO2 60 284 763 59 914 884

NOx 326 191 331 413

SOx 126 290 115 226

CO 609 128 600 170

GDP efficiency 2005 2 006

CO2 42 342 44 413

NOx 7 825 467 8 157 773

SOx 22 152 960 21 070 489

CO 4 190 576 4 433 730



Appendix II ! Flynordic

Flynordic 2005 2006

Turnover 821 615 000 973 083 000

Other revenues 2 495 000

Other external cost !876 463 000 !967 522 000

Employees cost !87 805 000 !101 554 000

Other variable cost -8 182 000 0

Leasing cost -55 360 000 0

EBITDA -142 653 000 -93 498 000

Emission Flynordic 2005 2006

CO2 130 477 137 493

Nox 565 590

Sox 43

CO 98 210

Sustainable Value measured towards the Swedish GDP ! Year 2005

2 Flynordic Return cost Opportunity cost Value spread

0 CO2 -142 653 000 633 727 582 -776 380 582

0 Nox -142 653 000 7 965 047 524 -8 107 700 524

5 Sox 0 0 0

CO -142 653 000 410 863 158 -553 516 158

-142 653 000 3 003 212 755 -3 145 865 755

SUSTAINABLE VALUE -3 145 865 755

Airline Company Size Efficiency More or less

Flynordic -24,2 > 24,20 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2005

2 Flynordic Return cost Opportunity cost Value spread

0 CO2 -142 653 000 131 197 130 -273 850 130

0 Nox -142 653 000 37 390 962 -180 043 962

5 Sox 0 0 0

CO -142 653 000 34 093 788 -176 746 788

-142 653 000 67 560 627 -210 213 627

SUSTAINABLE VALUE -210 213 627

Airline Company Size Efficiency More or less

Flynordic -0,47 > 0,47 Less efficient



Appendix II ! Flynordic

Sustainable Value measured towards the Swedish GDP ! Year 2006

2 Flynordic Return cost Opportunity cost Value spread

0 CO2 -93 498 000 633 727 582 -727 225 582

0 Nox -93 498 000 8 967 497 423 -9 060 995 423

6 Sox -93 498 000 2 946 332 219 -3 039 830 219

CO -93 498 000 965 613 227 -1 059 111 227

-93 498 000 3 378 292 613 -3 471 790 613

SUSTAINABLE VALUE -3 471 790 613

Airline Company Size Efficiency More or less

Flynordic -32,56 > 32,56 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2006

2 Flynordic Return cost Opportunity cost Value spread

0 CO2 -93 498 000 152 105 830 -245 603 830

0 Nox -93 498 000 47 082 052 -140 580 052

6 Sox -93 498 000 6 902 144 -100 400 144

CO -93 498 000 43 060 860 -136 558 860

-93 498 000 62 287 722 -155 785 722

SUSTAINABLE VALUE -155 785 722

Airline Company Size Efficiency More or less

Flynordic -0,67 > 0,67 Less efficient



Appendix III ! Malmö Aviation

Malmö Aviation 2005 2006

Turnover 1 159 714 000 1 262 814 000

Other revenues 53 102 000 111 575 000

Other external cost -935 812 000 -979 900 000

Employees cost -309 289 000 -340 503 000

Other variable cost

Leasing cost -43 560 000

EBITDA  32 285 000 53 986 000

Emission Malmö Aviation 2005 2006

CO2 131 544 123 653

Nox 459 432

Sox 42 39

CO 292 275

Sustainable Value measured towards the Swedish GDP ! Year 2005

2 Malmö Aviation Return cost Opportunity cost Value spread

0 CO2 -32 285 000 638 909 371 -671 194 371

0 Nox -32 285 000 6 473 160 348 -6 505 445 348

5 Sox -32 285 000 2 680 226 850 -2 712 511 850

CO -32 285 000 1 225 918 296 -1 258 203 296

-32 285 000 2 754 553 716 -2 786 838 716

SUSTAINABLE VALUE -2 786 838 716

Airline Company Size Efficiency More or less

Malmö -87,62 > 87,62 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2005

2 Malmö Aviation Return cost Opportunity cost Value spread

0 CO2 -32 285 000 132 269 887 -164 554 887

0 Nox -32 285 000 30 387 476 -62 672 476

5 Sox -32 285 000 6 799 109 -39 084 109

CO -32 285 000 5 556 173 -37 841 173

-32 285 000 43 753 161 -76 038 161

SUSTAINABLE VALUE -76 038 161

Airline Company Size Efficiency More or less

Malmö -1,36 > 1,36 Less efficient



Appendix III ! Malmö Aviation

Sustainable Value measured towards the Swedish GDP ! Year 2006

2 Malmö Aviation Return cost Opportunity cost Value spread

0 CO2 53 986 000 638 725 893 -584 739 893

0 Nox 53 986 000 6 568 848 823 -6 514 862 823

6 Sox 53 986 000 2 660 992 000 -2 607 006 000

CO 53 986 000 1 266 042 907 -1 212 056 907

53 986 000 2 783 652 406 -2 729 666 406

SUSTAINABLE VALUE -2 729 666 406

Airline Company Size Efficiency More or less

Malmö 51,2 > 51,20 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2006

2 Malmö Aviation Return cost Opportunity cost Value spread

0 CO2 53 986 000 136 795 336 -82 809 336

0 Nox 53 986 000 34 488 427 19 497 573

6 Sox 53 986 000 6 233 699 47 752 301

CO 53 986 000 6 585 236 47 400 764

53 986 000 46 025 675 7 960 325

SUSTAINABLE VALUE 7 960 325

Airline Company Size Efficiency More or less

Malmö 1,17 < 1,17 More efficient



Appendix IV ! Scandinavian Airlines (SAS)

SAS 2005 2006

Turnover 5 982 000 000 6 333 000 000

Other revenues 1 795 000 000 1 940 000 000

Other external cost -7 405 000 000 -7 072 000 000

Employees cost

Other variable cost

Leasing cost -736 000 000 -671 000 000

EBITDA -364 000 000 530 000 000

Emission SAS 2005 2006

CO2 859 000 787 000

Nox 2 850 2 700

Sustainable Value measured towards the Swedish GDP ! Year 2005

2 SAS Return cost Opportunity cost Value spread

0 CO2 -364 000 000 4 172 164 062 -4 536 164 062

0 Nox -364 000 000 40 192 825 691 -40 556 825 691

5

-364 000 000 22 182 494 877 -22 546 494 877

SUSTAINABLE VALUE -22 546 494 877

Airline Company Size Efficiency More or less

SAS -80,6 > 80,60 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2005

2 SAS Return cost Opportunity cost Value spread

0 CO2 -364 000 000 863 740 141 -1 227 740 141

0 Nox -364 000 000 188 680 408 -552 680 408

5

-364 000 000 526 210 274 -890 210 274

SUSTAINABLE VALUE -890 210 274

Airline Company Size Efficiency More or less

SAS -1,45 > 1,45 Less efficient



Appendix IV ! Scandinavian Airlines (SAS)

Sustainable Value measured towards the Swedish GDP ! Year 2006

2 SAS Return cost Opportunity cost Value spread

0 CO2 530 000 000 4 065 225 088 -3 535 225 088

0 Nox 530 000 000 41 055 305 143 -40 525 305 143

6

530 000 000 22 560 265 115 -22 030 265 115

SUSTAINABLE VALUE -22 030 265 115

Airline Company Size Efficiency More or less

SAS 53,75 > 53,75 Less efficient

Sustainable Value measured towards the Swedish transport sector ! year 2006

2 SAS Return cost Opportunity cost Value spread

0 CO2 530 000 000 870 645 512 -340 645 512

0 Nox 530 000 000 215 552 670 314 447 330

6

530 000 000 543 099 091 -13 099 091

SUSTAINABLE VALUE -13 099 091

Airline Company Size Efficiency More or less

SAS 1,02 > 1,02 Less efficient
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