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1. Introduction 

Over the last few years KLM has suffered from the financial crisis, severe market pressure and 

competitiveness. On 15 october 2014 the CEO of KLM Camiel Eurlings was fired and Bob van der Wal, 

chairman of the Union of Higher KLM Personel stated in the Volkskrant: “Eurlings is good, but in this 

crisis situation, he is not good enough”. This paper addresses the Adaptive Cycle of Change to explain 

the current crisis phase of KLM, how they got there and what the company does to return into 

equilibrium phase. 

 

2. The Adaptive Cycle of Change 

The Adaptive Cycle of Change can be seen as a 

model of the development path of the 

organization over time. Each of the four 

quadrants represent a phase with a different 

strategy, management style, culture, resilience 

and state of mind (Abcouwer & Parson, 2011). 

The four phases are Entepreneurship, 

Equilibrium, Crisis and New Combinations.  In the 

entrepreneurship quadrant, one strives for a 

desired improvement or new development with 

much energy and focus.  In equilibrium there is a 

focus on efficiency and improvement of the 

market position and margins.  The money is earned in this phase. During crisis, the organization 

available strategy and operations does not longer fit with the market and the market demand. New 

combinations must be found. This happens in the new combinations phase, where the results of the 

initiated searched for innovation have become available (Abcouwer & Parson, 2011). 

 

3. KLM’s Adaptive Cycle of Change 

We pick up the KLM story in the crisis phase in fiscal year 2002/2003. During that year KLM made a loss 

of 416 million euro. To adapt to the new situation and new market, KLM found out that only reducing 

internal costs, won’t solve their problem for the future, because they need to be able to adapt to 

declining operating margins in the airline industry (KLM Annual Reports, 2014). They found the solution 

in strategic change into a more customer focused and CRM orientation, to be able to meet customer’s 

needs. 

 

Figure: 1: The Adaptive Cycle of Change 



Entrepreneurship 

KLM can be considered as one of the most innovative and service oriented airlines in the world. As one 

of the first airlines in Europe they introduced online check-in, mobile boarding passes, 24 hours a day 

service via social media, triangular cargo routes between Europe, Asia and Africa, and more. They can be 

seen as entrepreneurs who discover and test new possibilities and new business models. One last 

example is that they were the first European airline which introduced a frequent flyer program. 

 

Equilibrium 

Due to the innovative strategy of the organization, KLM was able to return into equilibrium phase again. 

In that time the also merged with Air France, but this mini case study is focused on KLM only. In the 

years 2005 - 2007 the organization was able to earn healthy profits with an average of around 400 

million euro a year (KLM Annual Reports, 2014). Despite fuel costs breaking one record after the other, 

the airline was able to continue to earn money and grow. 

 

 Crisis 

In fiscal year 2007/2008, the economic downturn had a massive effect on the airline industry. The 

demand for cargo and passenger flights declined and oil prices raised enormously. To compare, in 2000 

fuel was responsible for 13% of the costs of the airline industry, in 2007 this raised to 33% (KLM/IATA, 

2014). To protect the company to the high volatile fuel prices, the company must look for new 

combinations and possibilities to innovate in a high competitive market. Especially low-fare competitors 

competed with the continental flights of both KLM and 100% daughter Transavia.com and 

intercontinental hubs like Dubai and Abu Dhabi competed with Schiphol and thus, KLM’s market share. 

 

 New combinations 

KLM introduced a reorganization and restructuring operation to be able to survive during the economic 

downfall. Their motto was “Keep the family together” which shows that they try to prevent forced 

dismissal. This is exactly the phase where they company is now. They are looking for new combinations 

to return to the entrepreneurial phase again and earn money in the stable equilibrium phase. One of 

their strategies focusses on the renewal of the fleet with the Boeing 787 Dreamliner, this airplane 

weighs less and uses way less fuel (NU.nl, 2014). Besides that KLM introduced a pilot of a new way of 

boarding, which makes their boarding process much faster and thus reduces ground time (FlyingBlue, 

2014). To be able to compete with low-cost European airlines, they invest 1 billion dollar in 

Transavia.com and on intercontinental flights they try to improve their network quality and improve the 

fleet, to be able to meet customers’ demands (NRCQ, 2014).  

 

4. Conclusion 

A company is only able to invest much money in the renewal of their company if they earned a lot of 

money in the equilibrium phase. Without the equilibrium, the company was not able to buy new planes 

and search for new opportunities to be the innovator or entrepreneur again. The Adaptive Cycle of 

Change visualizes this approach. KLM seems to be able to adapt to market changes and have used 

innovations combined with cost reduction management to recover from crisis. 
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