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What We Can Leam about Service
from Scandinavia

We have 50,000 moments of truth out there every day.
—Jan Carlzon, president, Scandinavian Airlines

SWEDEN AS A BELLWETHER COUNTRY

It’s interesting to trace the diffusion of ideas around the world.
Something germinates in one place and is carried to another place
largely by the accidents of human contact. Like seeds borne in
the fur of wandering animals, ideas often pass from person to
person and from culture to culture. The channels of commerce
have for many years provided an infrastructure for the movement
of ideas.

Some futurists believe that the most socially provocative ideas
tend to originate in certain areas of the world more than others—
especially 1s this the case for Scandinavia. According to Marvin
Cetron and Thomas O’Toole, authors of Encounters with the Future,
Sweden in particular seems to be the current bellwether nation.
They believe that “for most of the 20th century, social change
has come first to Sweden and then swept through the rest of
Scandinavia before coming to America.” They view Sweden, Den-
mark, and Norway as cultural settings more conducive to social
innovation than most other countries.

This generalization may be a bit too broad, but it does seem
to have a certain credibility to it. Many people think of Sweden
as the starting point for unorthodox ideas about sexual relation-
ships, with the much publicized “trial marriage” a case in point.
Books and films from Sweden tend to capture the attention of
the literati in America and to represent ideas that seem ahead
of their time. Some thinkers in the United States health care indus-
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try study Swedish hospitals as examples of the best—and the
worst—of socialized delivery systems. Swedish military concepts
take novel approaches, such as designing fighter planes that can
land on highways, if necessary. Swedish cars tend toward advanced
technical designs rather than those that are merely cosmetic.

Scandinavian countries may simply place a higher value on
social experimentation than do other nations. Or perhaps we as-
sume this to be so and see what we expect to see. In any case,
it is instructive to see what’s happening there in the area of service.
Do the Scandinavian countries pay more attention to the quality
of customer service than others? Do they tend to design their
commercial systems around human experience more than, say,
Americans do?

To answer that question, let’s go back to about 1980. We
would like to trace the Scandinavian origins of a conceptual ap-
proach to service that we think will have enormous significance
in the business world, not only in America but around the world.
While we in the United States were busy talking about managing
in a service economy. the Scandinavians figured out how to do
1L.

NOT ANOTHER JAPANESE MANAGEMENT THEORY!

In case you're one of the people who have been bombarded by
the slogans of Japanese management over the past few years,
we offer a bit of assurance. What follows is not a clarion call
for a new management panacea—we are not offering to substitute
herring for sushi. But we do think the Swedes, Danes, and Norwe-
gians deserve substantial credit for their achievements in the de-
sign, development, and delivery of service. What follows is a story
we find intriguing. We believe it holds the seeds of an idea whose
time may well have come in America, and we suspect in much
of the rest of the Western business world.

THE SAS STORY

In 1981, Scandinavian Airlines System—SAS as it is known in
the industry—was struggling with a severe downturn in business;
this was true of virtually all other airlines as well. The worldwide
recession had cut deeply into the airline industry, and companies
were bleeding from every pore. During that year SAS posted an
$8 million loss.
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The multinational board of directors of SAS was understand-
ably concerned. The company president resigned and the board
promoted to that position a young superstar, Jan Carlzon. An
energetic, flamboyant man of 39, Carlzon had been managing
one of the company’s subsidiaries. He had a strong marketing
orientation, which became his strongest asset in the turnaround
struggle that was to come.

While most other airline companies were whittling back their
expenditures with an energy bordering on desperation, Carlzon
decided to go in exactly the opposite direction. He embarked
on a virtual death-or-glory expedition to turn SAS around, and
his strategy revolutionized the company’s attitude toward its cus-
tomers.

What followed was a spectacularly successful turnaround ma-
neuver in which SAS went from the $8 million loss figure to a
gross profit of $71 million on sales of $2 billion in a little over a
year. SAS was voted “‘airline of the year” and laid claim to being
the most punctual airline in Europe. The company strove for,
and largely achieved, recognition as *‘the businessman’s airline.”

All of this happened in a remarkably short span of time while
the rest of the airline industry was losing an aggregate of $1.7
billion per year.

HOW SAS DID IT

Naturally, more than a few people were curious to know just how
Carlzon had managed to pull that particular rabbit out of his
hat. Carlzon did not attribute his success to such conventional
tactics as advertising, rate cutting, and cost reduction—or even
to his own leadership. He credited most of the improvement to
the effects of a deceptively simple philosophy of marketing: make
sure you're really selling what the customer wants to buy.

“Look,” Carlzon began to say to everyone in the company
who would listen, “for too many years we’ve been production-
oriented. We’ve been putting almost all our attention on the mun-
dane aspects of flying airplanes, and not enough on the quality
of the customer’s experience. It’s time we as a company shifted
the focus of our attention. Our business is not flying airplanes,
it’s serving the travel needs of our public. If we can do that better
than the other companies, we’ll get the business. If we can’t, we
won’t get the business and we don’t deserve to.”

Carlzon believed that if he could teach most SAS managers
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and employees to keep tabs on the kind of treatment the customer
received at each of the critical stages of his or her dealings with
the company, they could create a conscious impression of service
quality for the customer to carry away. By “turning on” the whole
organization to the mission of service, he believed he could get
the customer to recognize a significant difference between SAS
and all other available choices. This would bring the customer
back in the future and generate goodwill that would result in a
significant level of word-of-mouth business.

To explain the paradigm shift he wanted to bring about, Carl-
zon drew a diagram that eventually became permanently embed-
ded in the visual memory of his managers. The diagram was a
simple square figure. Each corner of the diagram contained one
of the four points of emphasis in Carlzon’s new approach: market,
product, delivery system, and image.

In Carlzon’s view SAS had become an “introverted’ organiza-
tion which had lost its conceptual focus on the customer’s needs
as critically important to success. Frontline people tended to be
preoccupied with their individual tasks. Managers were concerned
about routine managerial duties and administrative people about
forms and reports. In such an organization, the prevailing attitude
seemed to be, “If only the customers would go away and leave
me alone, I could get my job done.”

“Who,” Carlzon asked, “is paying attention to the real needs
of the customer?” He believed it was time to shift the focus of
attention from the production process—the delivery system—to
the market. “We must pay attention to what our customers are
telling us with their behavior,” he asserted. “The world is chang-
ing, business is changing, and the needs of our customers are
changing. Unless we become truly a customer-driven organization,
we won’t grow. We must formulate a viable concept for service.”

Carlzon contended that a constant preoccupation with the cus-
tomer’s motivational structure—the needs of the market—would
force attitudinal and structural changes in the SAS organization.
This would mean a shift in the deployment of the delivery system
so that it could be more in harmony with the customer’s human
priorities. If that happened, Carlzon reasoned, the company’s im-
age would improve. As its image improved, its performance in
the market would improve, and the process would become self-
reinforcing.

With the help of his key executives, Carlzon began to preach
and teach this gospel of customer orientation energetically and
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persistently throughout the organization, taking it right down to
the front-line employees. Here we find an interesting contrast
between this Scandinavian approach and the way such a program
would have been carried out in the United States. The characteris-
tic American approach to bringing a new theme down to the grass-
roots level would involve putting the middle managers, and per-
haps the first-line supervisors as well, through a training program.
It would then be hoped that the word would trickle down through
the ranks of the rest of the organization. (This doesn’t usually
happen, of course.)

Carlzon reasoned that such a new concept would require a
radical redirection of the thoughts and energies of everyone in
the organization, thus requiring an inordinately long time to dif-
fuse down through the ranks. It was not that his managers were
not loyal, intelligent, or committed. He simply recognized the
reality of human organizations: new ideas tend to diffuse slowly,
and adaptation to new ideas tends to proceed at a snail’s pace.
Let’s recall that we are talking here about an organization of some
20,000 people located in three countries. The managerial group
alone consisted of about 120 executives, 1,750 middle managers,
and 3,000 supervisors and crew chiefs.

Since Carlzon was convinced that the game would be over if
he had to wait for the new gospel to “take” at its own speed,
he decided to jump over the management levels and take his
message directly to the working people. He formed an implemen-
tation team consisting of consultants and hand-picked executives
at the highest levels. He and his team embarked on an aggressive
campaign to change the thinking of some 20,000 people.

Carlzon followed through with an intensive campaign to dem-
onstrate a philosophy he referred to simply as ‘“visible manage-
ment.” He and his executives personally shouldered the task of
evangelism. All executives were expected to devote a substantial
portion of their time to spreading the word. In particular, they
were instructed to use their personal clout as well as formal author-
ity to direct the attention of managers at all levels to Carlzon’s
new gospel.

The most energetic and hard-working of all the executive evan-
gelists was probably Carlzon himself, who personally visited front-
line people all over the SAS system. In Sweden, Denmark, and
Norway he preached his gospel of service, creativity, and finding
a better way. He staged theatrical presentations and used highly
provocative methods to put his points across.
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Carlzon and his team followed through with convincing evi-
dence of their own commitment: they put all 20,000 SAS managers
and employees through a two-day training program designed to
help them grow as individuals and to fill them with a new and
dynamic sense of the organization’s purposes. They hired one
of the best-known training companies in Europe, Time Manager
International, which made use of a high-energy, inspirational style
of training. There was also an intensive internal program of em-
ployee communications, aimed at constantly reinforcing the mes-
sage.

This is not to imply that the SAS managers were ignored or
left out of the process. The effort to indoctrinate them was just
as intensive as that directed at the performance-level people. In
fact, before launching the mass training phase, Carlzon had hosted
an intensive three-week gathering of the top 120 firm executives
and 30 senior union representatives.! Reviewing together the new
approach, these executives and union representatives thought
deeply about the philosophical and strategic questions involved
in implementing it and discussed the developments required in
various divisions of the company. Training for middle managers
proceeded more or less in tandem with the frontline training.
In many cases supervisors joined with performance-level people
at large-group training sessions of 100 or more persons.

Certainly, SAS did much more than merely train its employees.
Out of the management meetings came a number of projects
and programs for putting the SAS organization back into shape.
These ventures greatly helped create the public impression that
something new was going on at SAS, even though Carlzon and
his leaders attributed their ultimate success to a new way of think-
ing rather than to any specific business moves.

To strengthen the follow-through process, Carlzon set up an
internal consulting group. He asked its members to work directly
with managers all over the organization in an effort to find ways
of overcoming obstacles and moving ahead the various projects.

Here, too, Carlzon himself took an aggressive lead in finding
new ways to serve the customer. One of his brainchildren became
known in-house as the BMA project—the businessman’s airline.
He decided that, rather than try to be all things to all people
when, in fact, the company hadn’t been much of anything to any-
body, SAS should have a “best-known-for” feature. Its best bet
was to become famous for catering to the needs of day-time busi-
ness travelers moving regularly about Europe and Scandinavia.
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SAS had for some time been operating a singularly illogical
seat-pricing system on its regular flights. Of course, the airline
industry is well known for its peculiar, often baffling price struc-
tures, but SAS’s scheme outdid those of most companies. A busi-
ness executive who had paid the full fare for a seat might often
find himself or herself sitting beside a college student with a back-
pack who had paid a substantially lower fare. Should this point
arise in the course of their conversation, the executive might well
wonder, “Why am I paying more for my ticket, but not getting
anything more for my money?”” SAS marketing people soon real-
ized that the company’s image with business travelers, who con-
tributed the lion’s share of SAS’s receipts, had deteriorated
badly.

This led to the creation of the highly successful Euroclass
service. Even for relatively short flights, a business traveler could
partake of a somewhat higher level of comfort and service, and
could sit in a separate curtained-off section of the cabin. This
normalization of fare structures and service levels did a great
deal for SAS’s image in the minds of business travelers.

A second important change masterminded by Jan Carlzon was
the take-off-on time program. Seeking to score points with busi-
ness travelers, he decided to make SAS the most punctual airline
in Europe. “Can we come up with a new plan in six months?”
he asked his operating executives. “If so, how much do you think
it will cost?”” This challenge captured the imagination of a number
of key players, and it became a sort of rallying idea.

The original estimate for the venture was a six-months’ under-
taking at a cost of about 8 million Swedish kronor, which is equal
to about $1 million. The project won so much support at so many
levels that it took only three months for SAS to become the most
punctual European airline at a cost of only about 1 million kronor,
which amounts to about $125,000.

Again, Carlzon’s constant influence lent impetus to the effort.
According to legend, he went so far as to install in his office a
video showing the status of every flight in the SAS system. It
was not unusual for an SAS pilot to land at his destination city
and have someone hand him this message: “Mr. Carlzon would
like you to call him.” When the pilot dialed through, Carlzon
would say, “I just wondered why your plane took off late.” Perhaps
there was an acceptable reason beyond normal human control,
but the effect was to keep the pressure on at all levels. Few SAS
pilots looked forward to the prospect of explaining to the presi-
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dent of the company why they didn’t get their customers in the
air at the advertised time.

One internal project that helped defray some of the costs of
these provocative new ventures was a skillfully executed program
of cost savings. Rather than simply hand down the typical decree
calling for a percentage cut in budgets across the board, the imple-
mentation team launched a creative search for opportunities to
do more with less. All told, SAS management put up over 250
million Swedish kronor, equivalent to over $30 million, in efforts
to revolutionize the company’s approach to its business. And even
with that big an outlay, SAS made a dramatic turnaround into a
profitable mode while its competitors were losing money.

According to Olle Stiwenius, director of the internal SAS man-
agement consultants, “Jan Carlzon really masterminded the turn-
about maneuver. He had a great deal of help from many talented
people, but he himself supplied the vision to get it going and
the energy to see it through.” Stiwenius and others describe Carl-
zon as possessed of two key traits that made him the right man
for the times: a creative mind and the ability to communicate
his expectations clearly and dramatically. He managed to get the
top management of SAS to rethink the company’s destiny and
to come up with possibilities that enabled them to see beyond
their previous conception of the business.

THE TEACHINGS OF CHAIRMAN JAN

Though Carlzon’s high-profile turnaround strategy attracted con-
siderable attention, few people understood immediately the real
implications of what SAS had achieved under his guidance. What
was not readily visible to the casual observer was that Carlzon
had evolved, largely in an intuitive way, a unique approach to
the company’s management. This approach was characterized by
an almost obsessive commitment to managing the customer’s experience
at all points in the cycle of service. Given this obsessive commit-
ment as a starting point, the task became one of getting as many
of the heads as possible turned in the right direction and helping
them to see Carlzon’s new vision of the company’s place in the
market.

Many management theorists in Sweden, and indeed all over
Scandinavia, began to study this new management philosophy.
Because of his flamboyant personality, Carlzon was seldom at a
loss for words, and many of his one-liners convey a strong sense
of his own attitudes toward the conduct of a service business.
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A Carlzon wisecrack that caught the attention of many SAS
people was, “There is nothing more rotten and useless than an
airplane seat that leaves the ground empty.” A more telling line
that is beginning to find its way into the lexicon of business execu-
tives all over Europe was, “We have 50,000 moments of truth
out there every day.” A moment of truth, by Carlzon’s definition,
is an episode in which a customer comes into contact with any
aspect of the company, however remote, and thereby has an op-
portunity to form an impression.

The problem and the challenge, from this point of view, are
that most moments of truth take place far beyond the immediate
line of sight of management. Since managers cannot be there
to influence the quality of so many moments of truth, they must
learn to manage them indirectly, that is, by creating a customer-
oriented organization, a customer-friendly system as well as a
work environment that reinforces the idea of putting the customer
first.

SERVICE MANAGEMENT: THE EMERGENCE OF A THEORY

Management experts of various stripes all over Sweden, and in-
deed all over Scandinavia, began to get wind of the Carlzon adven-
ture. Carlzon was the kind of person who was highly visible and
got into the news frequently. And, after all, he had masterminded
one of the most dramatic corporate turnarounds ever in Scandina-
via and Europe. As the various management thinkers analyzed
Carlzon’s approach, they began to recognize the elements of a
model. Word spread of this new approach to the management
of service organizations, and a new management theory was born:
service management.

Soon representatives of other service companies began beat-
ing a path to the door of SAS. “How did you do it?”’ they wanted
to know. “What are the essential ingredients of service manage-
ment, and how can they be implemented in our industry?” Books,
articles, masters’ theses, doctoral dissertations, and seminars be-
gan to appear. Service management was the new wave in Scandina-
via. The term service management and the concept associated with
it became so popular that Scandinavian management institutions
and technikons began to offer concentrations in service manage-
ment within the framework of business degrees. Service manage-
ment became the most popular topic for top-management and
middle-management seminars.

The bloom may not stay on the SAS rose forever, of course.
One thing we know for sure is that success in business today
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does not place a guarantee on tomorrow. There is no permanent
solution to the problem of excellent service performance, and
what works now may not work next year. As the venerable Peter
Drucker puts it, “Time has a way of changing your assets into
liabilities.” Attention to service needs to be a self-renewing pro-
cess. It will be interesting to see how well SAS maintains its posi-
tion over the years.

HOW SERVICE MANAGEMENT IS DIFFUSING

In late 1983 we discovered service management and decided to
put its concepts to use in our own work. Karl Albrecht was visiting
Copenhagen at the time, working with a highly creative group
of Danish training consultants called Connector International.
They related the SAS story and pointed out that the service man-
agement theory was rapidly gaining converts in Scandinavia. Al-
brecht had not previously heard of the concept, which to the
best of his knowledge had not yet made an impact in America.
Subsequent discussions with other management thinkers in Britain
and continental Europe confirmed the fact that they knew nothing
of it as well.

After Albrecht returned to the United States, both of us set
about exploring the possibility of applying service management
concepts in our own consulting work. As a result of many discus-
sions and a great deal of further investigation, we concluded that
service management was a story worth telling. And that led us
to the decision to write this book.

The fact that service management, as we first knew it, origi-
nated in Scandinavia is not the important part of the story. What
is important is that people in service businesses desperately need
a model for thinking about service: the times call for it. This is
why we believe that what we describe as service management—
call it whatever you like—is an idea whose time has come.

Some Scandinavians seem to feel that the service management
concept did not really originate in Scandinavia at all. In late 1984
Karl Albrecht, who was on an SAS flight from London to Stock-
holm in order to complete part of the research for this book,
got into conversation with a Swedish businessman sitting in the
next seat. “Oh, yes, we've all heard about service management,”
the man smiled. “But what brings you to Scandinavia to study
it? I thought it all started with your Peter Drucker.” It’s a small
world!
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We should also add at this point that Scandinavian companies
have no particular monopoly on excellence of service. A number
of American firms have earned reputations for outstanding service
and customer orientation. IBM, in particular, comes to mind here.
For years IBM managers at all levels have heard the gospel of
closeness to the customer preached from a variety of pulpits. The
Marriott hotel chain has invested enormously in building a service
image, and has managed to make it stick for the most part. The
McDonald’s fast-food chain has achieved a level of service embod-
ied in its motto, “Quality, Service, Cleanliness, and Value,” that
is the standard of comparison for the whole fast-food industry.
Walt Disney, the man who virtually invented the theme park,
founded an organization that has made customer service seem
so perfectly natural that experts have scrutinized Disney’s em-
ployee and management training as if it might have magic incanta-
tions hidden somewhere in it.

All of these firms have at least one thing in common: a clear
model for service. In each case, their leaders have arrived at a clear
and communicable definition of excellence. This is the sine qua
non—the essential first step. In each case, the individual organiza-
tion has embarked on its own particular way of actualizing its
service strategy, but all of them have clear strategies from which
to work.

Service management makes a great deal of sense in virtually
any industry that deals in an intangible product or in an industry
where products are relatively indistinguishable from one another.
Examples that arise immediately are airlines, banks and savings
and loan associations (S&Ls), hotels, restaurants, resorts, theme
parks, hospitals, public utilities, financial management organiza-
tions, educational institutions, and government service agencies.
Even organizations producing highly tangible products can benefit
from certain elements of the service management point of view.

As we began the detailed research for this book, we discovered
the first real evidence that service management as a formal concept
was diffusing out of Scandinavia into northern Europe. A very
striking example is British Airways’s Customer First program,
which we shall describe in some detail in a later chapter. The
“Brits’”’ took a page or two out of the SAS book, but they have
made the idea uniquely their own.

The British Airways’s program was so successful, almost right
from the start, that it captured a great deal of attention in Britain.
In some ways BA may have outdone SAS in the implementation.
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Other organizations in Britain and continental Europe are begin-
ning to adopt the new philosophy of service and to transform it
into their own versions.

At this point we return to our previous promise that we are
neither sounding a clarion call for the next Japanese management
technique nor substituting herring for sushi. This is not a book
about Swedish management, Danish management, Norwegian
management, or even Scandinavian management. It is a book
about service management. We acknowledge the Scandinavian origin
of the idea, and we heartily thank our colleagues there for putting
us onto the conceptual track. But the idea of a customer-driven
organization is a transnational idea. We don’t have to import
the cultural trappings of a distant society. Our job in America,
and indeed the job of practitioners in all countries, is to build
upon a worthwhile idea and take it for our own.

Service management is a transformational concept, we believe.
It is a philosophy, a thought process, a set of values and attitudes,
and—sooner or later—a set of methods. To transform an entire
organization into a customer-oriented entity takes time, resources,
planning, imagination, and an enormous commitment by management.
The process is conceptually simple, but given the monolithic resis-
tance to change displayed by most organizations, it is almost al-
ways a very tall order.



