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1 Introduction

The Nordic aviation industry is dominated by two major corporations: Norwegian Air Shuttle ASA
and SAS AB Group. SAS AB Group, the larger of the two, is characterized by its transparency and
concentrated ownership by the Swedish and Danish governments (SAS AB Group, 2023),
emphasizing stability and socio-economic goals. Norwegian Air Shuttle ASA, also characterized by
transparency, has a less concentrated ownership structure, with prominent billionaire John Fredriksen
holding a significant stake through his investment company, Geveran Trading Company,

Ltd(Norwegian Air Shuttle ASA, 2023).

Given these contrasting ownership models, the purpose of this paper is to analyze and compare the
corporate governance structures, potential agency problems, and governance mechanisms employed
by SAS AB Group and Norwegian Air Shuttle ASA. The aim is to understand the fundamental
governance differences and similarities and how they contribute to the successes and challenges faced

by these two corporations.

2 Ownership structures

SAS Group AB (SAS) is a publicly traded company primarily listed on the Stockholm Stock Exchange
(SAS AB Group, 2023). Currently, only common shares are issued, following the oneshare-one-vote
principle. These shares correspond to 100% of SAS’s share capital. The two largest shareholders are
the Swedish and Danish governments, each holding 21.8% of common shares, implying a combined
43.6% of the voting rights (Appendix 1). The remaining 218,814 shareholders hold shares widely
dispersed among different types of investors with various identities. Thus, SAS AB is jointly owned
by private investors, institutional investors, and government entities, and its ownership structure is

characterized as concentrated, with the Danish and Swedish governments as major shareholders.

The combined state ownership increased from 30.3% to 43.6% in October 2020 due to a
recapitalization package implemented during the COVID-19 pandemic (European Commission,
2023). The recapitalization plan was approved with specific contractual agreements requiring the
governments to incentivize SAS to buy back their shares to reduce their ownership below 15% by
2025, a ban on acquisitions, a prohibition on dividends to shareholders, and limitations on the
remuneration of SAS’s executive management. This agreement highlights the government’s active
role and influence as an owner in SAS AB’s operations. The government’s interest is characterized

by a risk-averse approach aimed at ensuring stable growth, employment, and the firm’s survival.
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Norwegian Air Shuttle ASA is a publicly traded company listed on the Oslo Stock Exchange
(Norwegian Air Shuttle ASA, 2023). The company has one class of shares, and all shares carry equal
voting rights. The three largest shareholders are Geveran Trading Company, Ltd., holding 13.4%,
Sundt AS, holding 8.3%, and Folketrygdfondet, holding 5.1% (Appendix 2).

Geveran Trading is controlled by John Fredriksen, who has a diverse portfolio, including a significant
amount of high-risk ventures (Bloomberg, 2024). He has held positions as Chairman and Director on
several boards. This indicates that he is an active owner seeking high returns, which might make him
less risk-averse. Moreover, Sundt AS is an investment company with a portfolio including hedge
funds and private equity (Sundt group, 2024). Therefore, they are likely to focus on short-term profits
and have a riskier approach (Thomsen & Conyon, 2019). Lastly, Folketrygdfondet is an institutional
investor that manages the Government Pension Fund Norway (Folketrygfondet, 2024). They claim to
be an active investor with a long-term investment horizon, indicating that they might be more
riskaverse. The remaining shareholders hold widely dispersed shares, accounting for 73.2% of the

total shares.

Based on the investor identities, the three largest investors seem to be active However, the two largest
shareholders appear to be less risk-averse, focusing on profit maximization, while the third is more
risk-averse with a long-term focus. If the two largest shareholders” objectives align, they may vote
together and would have 21.7% of the voting rights. This combined voting power would be enough
to influence decisions, although not unilaterally control them, as they do not constitute a majority.

This suggests that the ownership structure could be seen as moderately concentrated.

Both companies are characterized by somewhat concentrated ownership, with Norwegian ASA being
less concentrated compared to SAS AB According to agency theory (Thomsen & Conyon, 2019) ,
one could assume that the more concentrated ownership in SAS AB means the government might
have a stronger incentive to monitor and more power to enforce their interests compared to the
majority in Norwegian ASA. This implies that Agency Problem I, the separation between ownership
and management, might be more prominent in Norwegian than in SAS, as SAS’s more concentrated
ownership provides a stronger monitoring mechanism to align the executives’ interests with those of

the majority shareholders.

However, the more concentrated ownership in SAS, as well as the identities of the long-term-focused

majority shareholders, indicates that Agency Problem II, the conflict between minority and majority
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shareholders, might be more prominent in SAS AB than in Norwegian ASA. Thus, there is a tradeoff

between concentrated and dispersed ownership.

In neither corporations are there dual-class share agreements, which means that the controlling
owners’ control will decrease proportionally to the dilution of their shares when new shares are issued.
This indicates a lack of control enhancement mechanisms. Consequently, this reduction in control
will potentially mitigate Agency Problem II, as it aligns the interests of shareholders more closely.
However, it might also increase Agency Problem I, as it weakens the incentive for managerial

oversight and increases the separation between owners and management.

3 Board structures

This context sets the stage, and to further understand the governance mechanisms of these companies,
it’s essential to examine their board structures. SAS’s board’s main objective is to protect minority
shareholders” interests in profit-maximization, while Norwegian’s board’s main objective might be
to monitor managers, ensuring they act in all shareholders” best interests, thereby reducing Agency

Problem 1.

SAS’s board of directors consists of seven elected non-executive directors and three employee
representatives, following the Swedish Co-determination Act (SAS AB Group, 2023). Additionally,
there is an executive management team comprising nine executives, led by CEO Anko Van Der Werft.
Norwegian ASA’s board of directors consists of five elected non-executive directors and three
employee representatives (Norwegian Air Shuttle ASA, 2023). Their management team consists of

eight members, with Geir Karisen serving as CEO.

It is common in Nordic countries that there is some overlap between non-executive board and the
management team, implying a semi two-tier board structure(Thomsen, 2016). However, semi twotier
boards can increase information asymmetry between the board and managers, potentially
exacerbating the moral hazard problem. Compared to one-tier boards, this structure makes it harder

for the board to monitor management effectively, ultimately increasing Agency Problem I.

Moreover, an empirical study suggests that board independence is more effective when a firm's
activities are transparent and information asymmetry is limited (Duchin et al., 2010). Both Norwegian
ASA and SAS AB are highly transparent firms, as evident in their annual reports. Additionally, SAS
explicitly announces that the CEO has regular meetings with the Chairman to discuss operations and

performance (SAS AB Group, 2023), which helps mitigate information asymmetry and makes the
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monitoring task easier. Both companies claim that their directors are independent. However, SAS’s
Chairman and Vice Chairman have served on the board for 10 and 11 years, respectively, compared
to Norwegian ASA's board, where no non-executive directors have served longer than five years

(Norwegian Air Shuttle ASA, 2023).

Long tenures of directors, typically between nine to twelve years, can potentially lead to directors
becoming more socially aligned with management, thereby decreasing their independence (Thomsen
& Conyon, 2019). This might imply that SAS’s board is more dependent than Norwegian’s board,
making it harder for SAS’s board to challenge management decisions effectively. As a result, the
board would thus be less efficient in protecting the minority shareholders interest, increasing agency
problem II. In contrast, the more independent board of Norwegian might be better at monitoring and

thus more efficiently mitigating Agency Problem I.

4 Top management incentives

Both SAS and Norwegian have remuneration committees that determine the fixed and variable pay,
pension, and other private benefits for their top management (Norwegian Air Shuttle ASA, 2023; SAS
AB Group, 2023) However, the components of the variable pay differ between the two companies,
though both serve to incentivize the CEO to align with the shareholders” or majority shareholders’
interests. SAS divides its variable salary into financial performance and non-financial metrics. In
contrast, Norwegian’s variable salary for the CEO is tied only to short-term incentives aimed at
achieving the company's financial targets. These differences in CEO incentives can be attributed to

the different objectives of the majority owners of SAS and Norwegian.

SAS majority owner is the government, which has broader socio-economic goals rather than purely
financial performance. This explains why part of the variable compensation aligns the CEO's actions
with broader socio-economic goals, such as reducing CO2 emissions and improving customer
satisfaction.According to stakeholder theory, a corporation should create value for all its stakeholders,
not just its shareholders (Thomsen & Conyon, 2019). The non-financial metrics incentivize the CEO
to support the company's corporate social responsibility (CSR) actions, helping to mitigate Agency
Problem III (conflict between the firm and other stakeholders). However, it might increase Agency
Problem II, as the CEO is incentivized to act in the majority shareholder’s interest. Notably, in 2023,
the variable pay for the CEO of SAS was 0 SEK due to the recapitalization agreement’s limitations

on compensation to the executive management (European Commission, 2023; SAS AB Group, 2023).
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In contrast, Norwegian’s CEO compensation does not include long-term goals, focusing instead on
short-term profit maximization. This aligns well with the interests of its shareholders and effectively
incentivizes the executives to act in the best interest of all shareholders through profit maximization,

thereby mitigating Agency Problem I (Thomsen & Conyon, 2019).

5 Discussion
There are reasons to believe that differences in ownership stucture, board composition, and the use of
top management incentives have influenced the successes and challenges faced by SAS AB and

Norwegian ASA over the last 10 years.

While both companies operate within the same industry and face similar challenges, such as
increasing environmental awareness, compliance with new environmental laws, and the impacts of
the COVID-19 pandemic, their distinct approaches shaped by their governance mechanisms have led
them to address these challenges differently.

Norwegian Air Shuttle ASA’s flexible structure, which emphasizes profit maximization characterized
by a moderately concentrated ownership aligns the interests of its shareholders, through short-term
top management incentives and independent board strucutre. This is evident in their substantial
investment in expanding the airline's route network, which has notably increased the company's

market presence (Peters, 2023), reflecting the company's focus on financial performance and growth.

Conversely, SAS AB’s concentrated ownership by the Swedish and Danish governments brings a
broader socio-economic focus to the company's objectives. The government's influence, characterized
by a risk-averse approach, ensures that SAS prioritizes stable growth, employment, and
environmental sustainability. This is illustrated by SAS’s recent achievement of five-star ratings in

the global APEX customer ranking (SAS AB, 2023).

Despite these differences, both companies operate within the Nordic context, which significantly
influences their corporate governance practices. The Nordic model emphasizes transparency,
stakeholder engagement, and social responsibility (Thomsen, 2016),shaping the governance
structures of both SAS and Norwegian ASA. This shared context ensures some degree of similarity
in their governance practices. For instance, both companies maintain high transparency standards and
include employee representatives on their boards, reflecting the region's strong labor unions and

cultural norms of trust and social responsibility.
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Appendices

Appendix 1. Ten largest shareholders in SAS AB Group

TEN LARGEST SHAREHOLDERS, OCTOBER 31, 2023

B Government Offices of Sweden, 21.8%

B Government of Denmark, 21.8%

W Wallenberg Investments, 3.4%
Nils Bertlin, 1.3%
SEB Funds, 0.7%
Harald Stian Undrum, 0.5%
Handelsbanken Funds, 0.4%
Nordnet Pensionsférsakring, 0.3%
Avanza Pension, 0.3%
Gerald Engstrom, 0.2%

W Others, 49.3%

Figure 1, Ten largest shareholders in SAS AB Group, Source; (SAS AB Group, 2023)
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Appendix 2: The third largest shareholders in Norwegian Air Shuttle ASA

Norwegian Air Shuttle ASA

Third largest shareholders
Geveran Trading Company, Ltd.

0
Geveran Trading Company, Ltd. - 13’4 %
13.4%
Sundt AS
® 8,3 %
Sundt AS
8.3% Folketrygdfondet
° 2 15%
Folketrygdfondet
5.1% Other shareholders
[— 73,2 %

Other Shareholder(<5%)
73.2%

Figure 2; The third largest shareholders in Norwegian Air Shuttle ASA — created by the author to

visualize and give an overview.

Based on followed source;(Norwegian Air Shuttle ASA, 2024)
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