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Abstract 
 
TAP has struggled in the past with financial problems, mainly due to the mismanagement of the 

government. Since the beginning the company made several bad investments and strategic decisions 

that left the company vulnerable, leaving the company in risk of insolvency. Therefore, in 2015 the 

company went through a privatization process, and give a future back to the company. Atlantic 

Gateway acquired 61% of TAP, privatizing the company to prevent insolvency. At the time, the equity 

position was negative, costs were high, and money was being lost from most of their investments.  

The "Growth route strategy" was born, consisted in making TAP a hub-spoke-carrier, taking 

passengers to Portugal to do a layover to then continue to the America's with TAP which is where the 

profits were possible to make. The short-haul flights were never profitable for the company as they 

have a high-cost structure and cannot compete with the low-cost airlines. The acquisition of a new 

fleet was also made, to be more efficient with the fuel burn and travel longer distances increasing their 

margins in the long-haul flights. The intention was to dominate the "Atlantic" market taking advantage 

of the geographic positioning of Portugal. Smaller decisions were also taken, such as creating programs 

to incentive tourism in Portugal and rebuilding the digital ecosystem to look like a modern company.  

The new TAP strategy seemed to be effective in the four years of control under Atlantic Gateway. The 

EBITA of the company was improving and we could see a significant increase in RPK. Their leverage 

went down from a 10,5 to a 4 from 2016 to 2019 and the long-haul routes were bringing profitable. 

But then, the pandemic arrived and brought the worst year for the airline industry. However, in this 

challenging time TAP still had a plan to recover, but the Portuguese government had other plans. TAP 

requested financial aid from the government while Atlantic Gateway would keep the decision-making 

power. But the government wanted the power, and therefore expelled the private company and 

acquired a new 22,5% of TAP ownership to regain the decision-making power of the airline.  

As we have seen in the past TAP has never been positive under government control. Customer 

perception went down, and inefficiency and bad strategic decision came into play. A flagship airline 

can never be managed by a government because of conflicts of interest, therefore several options for 

the future of the company need to be considered to save TAP again from bankruptcy. 
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Abstract

2

This theses seeks to analyze the evolution of TAP Air Portugal current situation while evaluation the role that the government had in it. In the

process there will be a focus on the current state of the industry, company profitably in the privatization and government era, strategy decisions

and while evaluating at what extend the flag carrier should be a state-owned company. Furthermore, this study will give a recommendation for

the future of TAP, reaching a conclusion of either is worth saving or not the company, while evaluating the best path to successfully recover the

Portuguese flag carrier.



To save or not 

to save

Agenda  - Research Questions and Methodology

Sections Research questions Methodology

Context1

1.0. Who is coming on top on an adapting aviation industry, flag carriers or low-cost airlines?
1.1. How did the Covid-19 pandemic affect the travel and tourism industry?
1.2. How is the aviation market segmented and how differ low cost and flag carrier?
1.3. What are the competitive dynamics, and which are the key profitability KPIs ?
1.4. What is the current profitability situation of flag carriers and low-cost carriers?

• Exploratory Research
• Market Analysis 
• Financial Statement Analysis 
• Benchmarking 

TAP Struggle2

2.0. How did TAP got to the current situation and what was the government role on it?
2.1. How did TAP Air Portugal privatization and the new strategy turned out?
2.2. How did COVID-19 challenge and affect the organizations strategy?
2.3. Is TAP Air Portugal better or worse off today after being nationalized again? 
2.4. Is the role of the state as owner of TAP an advantage or a disadvantage for the airline?

• Literature Review
• Expert Interviews
• Financial Statement Analysis
• Survey

Alternative Scenarios 

Analysis
3

• Literature Review
• Expert Interviews
• Benchmarking 
• Exploratory Research

4

3.0. Is TAP worth saving? What are alternative scenarios to turn around TAP Air Portugal?  
3.1. What are the key dimensions to be considered while assessing potential alternatives?
3.2. Which alternative scenarios are conceivable? 
3.3. What effects did the cases have on their home countries? 
3.4. What are the key takeaways from the cases for TAP Air Portugal?

4.0. Is it worth to save TAP if they follow the strategy proposed on chapter three?
4.1. How does the new strategy affect TAPs structure and the success factors?
4.2. How will TAP become more profitable and competitive with the new strategy? 
4.3. Is it worth for the government to save TAP and keep investing resources in it?

• Literature Review
• Expert Interviews
• Financial Statement Analysis
• Survey
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Agenda - Chapter 2

Sections Research questions Methodology

Key Question2 How did TAP got to the current situation and what was the government role on it?
Keywords: TAP, privatization, government, strategy

How did TAP Air Portugal privatization and the new strategy turned out? 
• What were the main factors that triggered the need for a privatization and a new strategy?
• How did the privatization process developed and what it meant?
• 2016 – “Growth Route” strategy

Privatization strategy2.1
• Exploratory Research
• Market Analysis 

Covid-19 strategy2.2
How did COVID-19 challenge and affect the organizations strategy?
• New strategy and major company changes
• Why the 2016 strategy didn´t work?
• COVID-19 and the new challenges it brought to TAP

• Exploratory Research
• Market Analysis 
• Financial Analysis

Private vs Government 

Management
2.3

Is TAP Air Portugal better or worse off today after being nationalized again?
• Strategy comparison 
• Costumer perception

• Exploratory Research
• Market Analysis 
• Financial Analysis

Role of government2.4
Is the role of the state as owner of TAP an advantage or a disadvantage for the airline? 
• Investment analysis
• Incentives 

• Exploratory Research
• Benchmarking 
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TAP Air Portugal in numbers and through the lens of customer perception

Sources:
TAP, survey

17 million passenger 

flew with TAP in 2019. 

More than 80 tons of 

cargo transported in 

2018

More than 100 aircrafts

More than 14 thousand 

employees in TAP group

Flying to 4 different

continents and over 80

destinations

More than 4 million 

registered in TAP loyalty 

program

More than 470 

thousand stopover in 

Portugal by end of 2019. 

More than 20 prizes 

awarded in 2019 

2.1 Privatization Strategy

Today TAP is state owned with 72.5% being from the government, 22.5% from businessmen Humberto Pedrosa and 5% by workers of the 

company.

Delays
Premium Service

Overpriced
Safe 

Price/quality
Expensive
Bankrupcy

Holidays Bad
Confusion

Problems

“First word that comes to your mind when you
think about TAP”

Portugal

Old

Overated

Debt

Quality

History
Problems

Money

Governmentt
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Antonoaldo Neves the Ex-CEO of TAP talks about his experience leading the 

Portuguese company and tells his view on the aviation industry and the future.

• Antonoaldo is 45 years old and has a
double nacionality, Portuguese and
Brazilian.

• In his early years he started in
McKinsey, eventually becoming a
global partner.

• After a few years of being a global
partner he decided to leave and move
on to the aviation industry as the CEO
of Azul a brazilian carrier.

• In 2015 he was already involved in
the negotiations of privatization of
TAP, becoming the CEO in 2016.

The low-cost industry
outperforming the flagship
airline business model. It is
impossible to compete as
legacy carriers have higher
cost structures.

Explaining TAP privatization
process and how the
company was before 2015.
Financial situation overview
on how the TAP was
entering bankruptcy.

The new strategy of TAP in
2016. Implementation of the
new fleet and opening the
new destinations.

How the new management
increased the profitability
of the company and how
that opened doors to new
negotiations.

Covid Outlook, how the
company reacted and what
happened with the
management of the
company. The government
stepping in and taking
control.

The future of TAP, with a
proposed solution and
overview.

Antonoaldo’s Biography: Interview thinking process:

2.1 Privatization Strategy 26



Over the years TAP have been under government and private management, but 

which one has brought the best results for the airline?

Poor investments, dangerously 
negative equity, and 

continuously negative income 
results showed that TAP was 

struggling and needed a change 

February 4, 2015 - The 
Government appoints the 

special commission charged 
with monitoring the TAP 

privatization process.

June 24, 2015 – Atlantic 
Gateway acquires 61% of TAP

The recovery plan was mainly 
focused on dominating hubs, 

focusing on long haul, upgrade 
the fleet and customer service, 

among other.

António Costa becomes 
Portugal prime minister reverts 

the privatization process

February 6, 2016 – the 
government reacquires part of 

the company and stays with 
50% of TAP´s Capital, leaving 
Atlantic Gateway with 45%

The “growth route” strategy 
was having good results, with 
leverage coming down from 
10,5 to 4, and other financial 

ratios improving

Then in 2020 a global pandemic 
provokes panic in all industries 

and tests the company's 
capabilities to quickly adapt 

across sectors

Between March-April TAP 
cancels more than 1.000 flights 
due to the pandemic. There is a 

huge impact on demand and 
revenues.

In 2020 during the pandemic 
the government reinforces 

again its position with enough 
22,5% of TAP, reaching a 

majority of 72,5% of TAP´s 
Capital.

Problematic: How did TAP got to such poor 
results in 2014, the change that the privatization 
brought to the company and how the company 

is doing now?

Sources: TAP, Neves, 
Expresso
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TAP Total Equity

TAP – Net Income Results 2011-2014 

TAP Employees Strikes

TAP – Brazil Maintenance – Financial Liquid Results
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-477,5M€ in Losses!

Government bad investment in Brazil maintance resulted in more than 477M€ in
losses over the last 12 years
• TAP's investment in a company called Varig resulted in the acquisition of

“Manutenção Brasil” with TAP supporting its losses over the years.
• This investment was a good opportunity for TAP to establish itself as the largest

foreign airline in Brazil, but over the years, it generated over 477 million euros in
losses.
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Continuous negative results pushed TAP in even deeper problems
• TAP registered losses for the 4 years prior to the beginning of the privatization process

reaching the breaking point in 2014 by having more than 85 million euros in losses.

Since 1997 TAP has been continually losing equity reaching dangerous values in 2013
• In 1997 TAP underwent a recapitalization process, leaving the company with a positive equity 

position of +298 million euros. 
• Starting in 2007, as a result of poor investments and  the industry's expansion of low-cost 

airlines, TAP's financial situation reached a total equity of -372 million euros in 2013.
298
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os Just in 2014 22 strikes had a negative impact of 110 million euros on TAP
• In 2014 alone, 22 strikes impacted TAP;
• Each day of strike resulted in an average loss of around 5 million euros, totalling 

around 110 million euros the impact that these strikes had for TAP.

Sources: TAP, Neves, 
Expresso, anual 
reports

2.1 Privatization Strategy

…that’s why in 2015 the government had no choice than to start the privatization process of TAP to prevent an insolvency process.

Throughout the government management losses were accumulating, TAP was 

on the verge of insolvency in 2014, something had to be done…
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The privatization brought in a new strategy for the company hoping to improve 

company performance and achieve better results in the future

Sources:
TAP, Neves, air 
miles 

TAP current strategy: “GROWTH ROUTE”

A new strategy focused on innovation, renovation and strength relationships
In 2016 the company took a step back to look at the big picture and understand what had to be done to
succeed in the future. A new era of innovation and renovation began. Since then, TAP became a more
modern airline that is in line with the customer satisfaction of today. This new strategy consisted of 3 pillars;
revolutionising the fleet, reaching far beyond and strengthening their relationships.

“TAP costs can be lower than all the other hub-spoke carriers in Europe” –
Antonoaldo

Focus on long-haul flights and take advantage of Portugal geographic position
• One of the reasons for the acquisition of TAP was because the analysis showed that the company could be

very profitable in the long-haul flights.
• The decision was therefore, to focus on the Atlantic competition and not on to fight low-cost carriers such

as Easyjet or Ryannair.
• The geographical position of Portugal gives a big advantage to TAP as it is closer than any other country in

Europe to the America’s, as we can see by the charts below.
• In addition to that there is not a lot competition as it is mainly joint venture such as KLM and Air France or

Lufthansa and United. This means they choose the same prices meaning there are only 3 big players in the
Atlantic. The idea was then to be the fourth one with much lower costs.

Strategy intention was to grow on the long-haul:

Strategy focused on “attacking” the Americas market  
• TAP already dominated brazil with about 30% of the seats and 82 flights per 

week. 
• The strategy was then to “attack” the United States and get as much market 

share as possible like they were doing for Brazil by opening new destinations 
like Toronto, San Francisco, Los Angeles. 

Profitability of the destinations: 
No short-all is profitable but long-haul destinations started paying off

• At the beginning when the privatization was made only 5 destination in brazil 
were profitable and 0 in the North Americas. 

• At the beginning of Covid all 10 destination to Brazil and the 7 to North 
America’s were profitable. 

• NO SHORT-HAULD DESTINATION WAS PROFITABLE
• TAP will never be able to compete with the low-cost of EasyJet and Ryanair as 

they don’t have the cost base for that. 

The Cost base of TAP:
TAP salaries are too high and old aircrafts increase maintance costs

• A Ryanair Pilot makes 40 thousand dollars a year a TAP pilot makes 90 
thousand dollars and that is very hard to change. 

• The types of aircrafts used also make the cost structure more expensive as they 
operate more models meaning they need more specialized engineers 
increasing the overall cost. 

The new strategy was focused on a new era of innovation and renovation, with a refocus from short-haul flights to long-haul flights

2.1 Privatization Strategy
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The new strategy brought a new approach to the fleet of the company and a 

new digital ecosystem

Sources:
TAP, Neves , 
expresso

New strategy, new fleet: 

Old planes “falling apart” the company required investments in a new fleet
• In 2016 the fleet that TAP had was very old and “falling apart” as Antonoaldo said.
• Some planes were flying with only 20 cycles in each engine before they had to be changed which is very

dangerous.
• A lot of orders were made for new planes and deliveries were late creating a problem were the company almost

had no planes to fly leading to delays and cancellations.

The choice of the new fleet:
The new airplanes would increase profitability and improve the carbon footprint

• TAP chose the new airbus NEO aircrafts that consisted in the A320, A321LR and A330. The planes were ordered
not only to increase profitability but also to improve carbon footprint and provide more comfortable cabin
space for passengers.

• Some older planes that were in good conditions were also retrofitted to be similar to the current fleet by
refurbishing interiors to provide more space and comfort in all classes.

The strategy behind the new aircrafts: 
Cost reduction in maintance and fuel consumption and new airplanes for long-haul destinations

• The new NEO aircrafts were a big investment made by TAP but also brought a lot of profitability to the company.
• An A330 NEO brings a 12% fuel consumption reduction than a normal A330 meaning TAP can save millions and

increase the routes profitability.
• In addition to that the choice of buying the new A321LR that would make 30% of the flights to the Americas was

a strategic decision to increase profitability. This was because nobody in Europe could be using it to make the
flights cross Atlantic. The trip cost of a A321LR is half the cost of a A330. So, for example TAP could do daily
flights to Washington with the plane and if the competitors put a daily flight, they will lose money as the plane
will not be full and costs will be higher.

Big investments had to be made in the TAP’s fleet and digital platforms in order to make the company more updated and increase competitiveness.

TAP also decided to design a new digital ecosystem:
Increasing customer experience and promoting the airline heritage 

• Completely new digital ecosystem offering better browsing experience,
tailored formats and a new personal area. Also introducing TAP corporate for
business travellers allowing companies to earn balance in cash in exchange
for flights.

• Proudly promoting Portugal by only serving Portuguese products aboard.

2.1 Privatization Strategy
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The effectiveness of the new strategy is clear by analyzing the financial data 

from TAP, the airline entered in an upper trend over this period

TAP started increasing consistently their RPK results
reaching values the company never saw before
• From 2013 to 2016 the RPK was suffering major changes

over the period. Although small between 2014 and 2016
there was a small decrease of the ratio;

• From 2017 to 2019 with the new strategy coming into play
the RPK started increasing reaching 42065 millions in
2019 a new high value for the metric;

• 2020 once again due to the coronavirus pandemic
plunged the RPK to 11885 million.

TAP – RPK results 2013-2020 
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EBITDA also increase and was kept positive even with the
new investments in 2018
• From 2013 to 2015 there is evidence of a continuous

plunge of EBITDA reaching 35,9 million euros at the time
of the privatization;

• Since 2015 with exception of 2018, we can see that there is
an upper trend in the EBITDA reaching an astonishing
477,3 million euros in 2019 values that the company didn´t
manage to keep for too long.

• 2020 brought the pandemic and a dark era to the aviation
industry as a whole and TAP wasn´t an expectation
reaching a negative EBITA of -498,7 million euros.

TAP - EBITDA results 2013-2020 TAP – Liquid Debt 2013-2020 
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Liquid debt started decreasing but covid skyrocketed the
value to an all-time high
• Since the privatization in 2015 TAP was able to decrease

their liquid debt from 805 Million euros to 655 Million
euros in 2018;

• In 2019 there is an increase of liquid debt to the renew of
TAP fleet.

• 2020 brought the need for external money in order to
help TAP survive and unprecedent situation, therefore
the liquid debt reached a record value of 2.228 Billion
Euros;

Sources: Annual
reports, TAP, Neves

New Investments

2.1 Privatization Strategy
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The new strategy increased profitability, decreased the company debt, among many other variants, but overall increased TAP competitive 

advantage and it reminded that the airline could perform well and not be a company that will always generate losses…
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The pandemic brought losses of 1.2billion to TAP, leading them to their worst 

year ever and making them request financial support from the government

TAP was the first airline in Europe to stop operations by grounding their planes and took early measures to reduce company costs and losses.

Main strategy and health decisions that were made during the pandemic 

• The pandemic led to almost the full
grounding of the entire fleets of airlines;

• TAP had 90% of its 107 fleet on the
ground.

• TAP had to move a lot of the planes across
different Portuguese airports to have
sufficient space and to avoid high costs of
the Lisbon airports. Alternatives were,
Porto, Beja and Faro.

Airplanes on the ground

The pandemic generated a need for better and
stricter health measures when travelling, such
as:
• Health screening
• New cleaning standards;
• Increased ticket flexibility;
• Biometric tech;
• New mobile apps

Health measures

• Uncertainty led airlines to cancel most of
its flights specially in the beginning of the
pandemic;

• Travel restrictions from other countries
made it difficult for people to travel and
restart the sector

Cancelled flights and restrictions

With flights being cancelled and airplanes on
the ground TAP needed to save money and
therefore created a plan of lay-off.
• TAP went trough various renewals of lay-off

periods;
• The first one was in April 2020 with 90% of

the workers going into lay-off while
receiving 2/3 of their fixed salary.

Layoffs

TAP returns over the last 12 years
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• The pandemic caught the world and the aviation sector off guard, and with
that come huge amounts of uncertainty, huge losses for companies and
strategy shifts;

• TAP registered in 2020 their worst year ever reaching losses of -1230 Million
U.S. Dollars;

• This result was 4x worse than the results from the 2008 crisis.

Sources:
Expresso, TAP, Publico, 
Neves

2.2 Covid-19 strategy
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Atlantic Gateway wanted state support as Lufthansa received, but the Portuguese 

government had other plans 

• Lufthansa received state aid of 9 Billion euros to help the company survive the
difficulties that the pandemic is bringing to the aviation industry;

• Due to this aid the German government acquired 15% of Lufthansa shares,
however this position has been already reduced and it will be zero if Lufthansa
complies with the contract and reimburse all the capital aid;

• Lufthansa has now already repaid all the financial aid to the government
ahead of time, showing that the government helped the company survive and
thrive in an uncertainty scenario where the industry is certainty struggling to
recover.

• TAP wanted a similar contract with the Portuguese government, where they
would help TAP with capital to save the company, proportionally to the size of
TAP;

• However, the decision power would still be from Atlantic Gateway, there was
no interest in the government to have a say in the strategy decisions and
therefore money allocation of the company.

• But instead, the Portuguese government expelled Atlantic Gateway from the
management and made them sell 22,5% of their TAP ownership. With the
government acquired for 55 Million euros. From June 2020 the government
was in control.

• The Portuguese government in 2020 have already injected more
than 1 Billion into saving TAP;

• Since they are now the main shareholder of the company this
money doesn´t need to be payback to the government.

• While if TAP would still be in control of a private entity, such as
Atlantic Gateway the company would need to payback, and would
go through a similar situation as Lufthansa;

• The governments are not efficient and don´t share the same
incentives, and therefore will never be align with what the
businesses in aviation requires. This will be discussed in further
slides.

1.2 Bilion Euros  
The State help in 2020 was…

Sources: Neves, 
Expresso, Publico  2.2 Covid-19 strategy
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The government would provide aid and receive a % of the airline shares in return as a guarantee. However, when TAP started repaying back 
the financial aid, the government would start selling their shares back to the company that they received as a guarantee for the repayment.
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The customer perception of TAP today is very different then what it was in 2020 

before the pandemic during the privatization attempt and restructuring 

Customer perception is a very important factor when passengers are thinking about booking their tickets. Before the new strategy of 2016 

TAP was suffering with there customer perception, but studies made in late 2019 show that they managed to recover. However, today a 
surveys and interviews show it went back to what it was before. 

Frequent flyers place TAP as having a high price a low-cost 

experience in a positioning map. 
There is a clear change of view from when a private entity was in charge to when 
the government regained the decision-making process

. - Customer 

perception of 2016

. - Customer 

perception of 2021

After the government take-over the customer perception of TAP frequent
flyers changed. The airline is not supposed to be a low-cost carrier but in
frequent flyers minds the service offered is comparable to one. Prices are high
and quality is low therefore the company might be wrongly positioned. In the
past the company was seen as affordable and good experience.

Sources: Survey, 
Neves 2.3 Private vs Government Mgmt.
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Consumer Perception of TAP improved during the period that the company was 

privatized and got worst during the time the government had control

275
Survey answers 

82
Respondents that do 
more than 12 flights a 
year with TAP which 

makes them frequent 
flyers

88%
Frequent flyers said 

the quality improved 
since the privatization 

until covid. 

72%
Frequent flyers said 
flying with TAP from 
2016-2020 brought 

more prestige 

92%
Frequent flyers said 

service is better than 
low-cost before the 

pandemic

81%
Frequent flyers said 
the quality become 

worst after the 
pandemic 

66%
Frequent flyers said 
that TAP is having a 
service similar to a 

low-cost 

72%
Frequent flyers said 
that they are now 
open to flying with 

other airlines 

84%
Survey respondents 
want TAP privatised 

again. 

8%
Of the survey 

respondents think 
the Portuguese 

government should 
be the one controlling 

TAP 

The customer perception of the respondents is that the quality of the service offered by TAP has gotten much worst after the pandemic 

and from experience from the past that has only happened when the carrier was nationalized. 92% think it should be aviation experts 
controlling the company and not the Portuguese government.

Sources: Survey
2.3 Private vs Government Mgmt.
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The problems of TAP already came from the past, but are reinforced by the 

government management

From the analysis conducted it was understood that the reason TAP was struggling is partially because of these 4 main factors controlled 
by the government.

Sources: Neves, 
Expresso, Publico

Investments
Bad investments increased losses
• Over the years the investments

that the government decided to
make didn’t bring profit.

• TAP maintenance one of the
branches of the company was
one of the failures as too much
was invested in Brazil as a result
of a bad market study and had
over 477,5 million in losses.

• Another example of bad
government investments were
the routes that they were flying
at a loss. Macau and Sau Paulo
are two profitable routes that
were losing because of bad
planning.

The Market
Bad strategy focus led to the 

same results
• The Portuguese market is very

small therefore the strategy of
TAP cannot be focused on the
Portuguese.

• As the main cities Lisbon and
Porto are not hubs there are
less business travelers and the
flagship only brings 30% of the
tourists, meaning to be
profitable it needs to rely on
another strategy such as the one
of being a hub-spoke carrier
implemented during
privatization of 2016.

Competition
No innovation decreases 
competitive advantage

•The product that is offered has
always been inferior but that has
started to change with the new
2016 strategy.
•However, since the pandemic
big shifts in service quality
occurred by changing in-flight
service, reducing staff and try to
minimize costs at all costs,
changing the customer
perception negatively. Having
now the perception that TAP is
becoming a low-cost is exactly
the opposite of the 2016
strategy. This is opening the door
for competitors to gain market
share.

Location
Conflict of interest lead to non-

profitable decisions
• The location of the Lisbon

airport leaves no room for
expansion.

• Mismanagement of the airport
leads to huge delays as it is
operating beyond capacity
during activity peaks.

• Conflict of interests between the
state and TAP in the area of slot
management. The state has the
incentive to create and allocate
as many slots as possible to
attract passengers to the country.
TAP, on the other hand, has the
incentive to own as many slots
as possible and not to give any
new ones to other airlines in
order to increase profitability.

2.4 Role of government 
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The growth route strategy implemented by Atlantic Gateway was working but 

the government once again interfered negatively 

The future of TAP under government controls looks uncertain as the company will most likely go into bankruptcy in the next years if there 

is not a change in management, specially at this time of crisis. 

The strategy under private-owner control and decision making: 
• The new strategy of TAP seemed to be working until the unexpected Covid-19

pandemic arrived.
• Management of the company was effective, and results were beginning to follow and

upward trend.
• The company had the first positive year in 2017.
• The restructuring plan was working so well that competitors like Lufthansa, started to

worry about TAP gaining their market share.
• Customer satisfaction was high and many people “rediscovered” a new TAP.
• Decision making was always fast paced and taken from a strategic perspective.

“Competitors were scared of  us for the first time as we were stilling their market share 

and making millions of dollars  at the end everyone wanted to be our partners”

TAP Air Portugal has the potential to be a profitable solid company with the right 
management. However, at this time alternative solutions need to be found and 

analysed to understand the best possible outcome for the future of the company.  

Government 
leading the 
company: 

Slow 
decision 
making 

Conflict of 
interests 

Inefficiency 

Incentives
VS

TA
P 
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iv
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rn
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TAP Governm

ent Governance
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Chapter 2 – Key Takeaways

TAP Air Portugal context – Interview with former CEO as key methodology to analyze the past strategies 2.1
• To analyse the past strategies and the respective results of TAP Portugal next to financial result analyses a comprehensive interview with former CEO of TAP Air 

Portugal Antonoaldo Neves was executed. 
• Mr. Neves was involved in the negotiations of the privatization of the company and also as a consultant for TAP Air Portugal during the transition phase to a new CEO in 2020
• After years of losses (accumulated over €190 million 2010 - 2014) privatization was initiated to prevent insolvency in 2014

Privatization and new strategy - The privatization and new strategy increased TAP performance 2.2
• The privatization strategy brought a new approach to the fleet of the company and a new digital ecosystem.
• Strategic changes and privatization (2016-2019) increased  profitability including EBITDA results, liquid debts, Return per seat kilometres and costumer perception improved likewise.

Current situation – The government is taking decisions that are putting the company at risk2.4

• Today TAP Air Portugal is worse off than ever before concerning debt, future outlook and costumer perception.

New strategy analysis - COVID-19 came to reinforce TAP passed struggles with the government taking over2.3
• After government take over and strategic changes financials of decreased dramatically. One part can be clearly attributed to influences of the pandemic but analysing the strategic 

decision at this time it gets clear that mismanagement and strategic mistakes are major reasons for the decreased performance as well.
• Consumer Perception of TAP Air Portugal  improved during the period that the company was privatized and got worst during the time the government had control

Concluding the problems of the Portuguese flag-carrier already came from the past but are reinforced by the government management inducing bad investment decision by the 
government like focusing on unprofitable routes or the investment into TAP Maintenance. Governmental decision on competing with low-cost carrier without having an adequate 

cost structure and having conflicts of interests regarding slot management are reinforcing financial and strategic issues as well.
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4.0. Is it worth to save TAP if they follow the strategy proposed on chapter three?
4.1. How does the new strategy affect TAPs structure and the success factors?
4.2. How will TAP become more profitable and competitive with the new strategy? 
4.3. Is it worth for the government to save TAP and keep investing resources in it?

To save or not 

to save

Agenda  - Research Questions and Methodology 

Sections Research questions Methodology

Context1

1.0. Who is coming on top on an adapting aviation industry, flag carriers or low-cost airlines?
1.1. How did the Covid-19 pandemic affect the travel and tourism industry?
1.2. How is the aviation market segmented and how differ low cost and flag carrier?
1.3. What are the competitive dynamics, and which are the key profitability KPIs ?
1.4. What is the current profitability situation of flag carriers and low-cost carriers?

• Exploratory Research
• Market Analysis 
• Financial Statement Analysis 
• Benchmarking 

TAP Struggle2

2.0. How did TAP got to the current situation and what was the government role on it?
2.1. How did TAP Air Portugal privatization and the new strategy turned out?
2.2. How did COVID-19 challenge and affect the organizations strategy?
2.3. Is TAP Air Portugal better or worse off today after being nationalized again? 
2.4. Is the role of the state as owner of TAP an advantage or a disadvantage for the airline?

• Literature Review
• Expert Interviews
• Financial Statement Analysis
• Survey

Alternative 

Scenarios 

Analysis

3
• Literature Review
• Expert Interviews
• Benchmarking 
• Exploratory Research

4

3.0. Is TAP worth saving? What are alternative scenarios to turn around TAP Air Portugal?  
3.1. What are the key dimensions to be considered while assessing potential alternatives?
3.2. Which alternative scenarios are conceivable? 
3.3. What effects did the cases have on their home countries? 
3.4. What are the key takeaways from the cases for TAP Air Portugal?

• Literature Review
• Expert Interviews
• Financial Statement Analysis
• Survey
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Agenda - Chapter 4

Sections Research questions Methodology

Key question4 Is it worth to save TAP if they follow the strategy proposed on chapter three?

A new strategy4.1
How does the new strategy affect the structure of the company and the success factors?
• Strategy / Fleet Management
• What major business strategies would suffer changes?
• Cost Structure including Human Resources / New start with zero debt

• Interview
• Exploratory Research
• Financial Statement Analysis 

Fresh start 4.2
How will TAP become more profitable and competitive with the new strategy?
• Flag carrier's best practices
• Low-cost expansion and how TAP can adapt to the market

• Interview
• Best Practices
• Survey

To save or not to save4.3 Is it worth for the government to save TAP and keep investing resources in it?
• Reasoning and conclusion 
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The new privatization through insolvency and restructuring:
The privatization will eliminate conflict of interests and increase the decision-making process

Privatization through insolvency and restructuring is the strategy that TAP 

should pursue in order to have more chances to succeed in the future

"If the government tries to restructure the company, in 5 years it will be in worse shape than it was 5 years ago because the stakes 

are higher now as there are more planes and more debt to deal with." Antonoaldo Neves

4.1 A new strategy
Sources: Neves 

What needs to happen for TAP to be profitable again?

In order to be profitable TAP should be sold as a whole or sell the majority to a private-owner
after this first step the company should pursue an insolvency and restructuring process
• For the company to be profitable again they must sell to a private entity as if the government

keeps control to company will never be profitable again.

What are the options after selling the company?

Insolvency Restructuring / 
Rebuilding Straight-sell

The options when choosing to sell the company

Sell 100% of the 
company

Keep minority as the 
government did for 
Atlantic Getaway

Privatization: With the privatization of the company, it would implicate that a private
owner would be operating the company. This will increase the speed of the decisions and
reduce the conflicts of interest between the government and the airline. The airline would
be managed in a completely independent way.

Insolvency: TAP will benefit from an insolvency process giving them the opportunity to
reduce their debt ratio and start debt free. It will also give the government the chance to
recover cash a reallocate the airline's budget to other national activities. The insolvency
procedure will also help in selling the older assets that the company has specially some of
the older planes that are still in operating and need to be substantiated.

Restructuring: TAP would need to maintain the hub-spoke model and keep their fleet at a
minimum of 110 planes to be efficient. Airport domination is another important factor in
which TAP needs to maintain their dominance in Lisbon and slowly start to have
dominance in Porto's airport has they increase their fleet size. All jobs would be reviewed
and contracts with pilots need to be re-negotiated in order to decrease the high cost-
structure of the company. Cost saving techniques would also need to be applied such as
hedging jet fuel as the volatility and high prices in Portugal make it difficult for the airline to
have stable forecasts.
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The insolvency will reduce the debt ratio and allow the company to sell older assets that
need to be substantiated

The restructuring process would allow a re-negotiation of salaries and work in the direction
to reduce their cost-structure



The new strategy will bring improvements to TAP and allow the government to 

allocate their funds in other national projects 

What are the main effects of the new strategy?

Direct Impacts Indirect Impacts Induced Impacts Catalytic Impacts

Having the company privatized would not bring any disadvantage to Portugal, it would instead bring a more stable airline with steady growth. 

• This strategy would allow the
government to recover some money
from their previous aid packages
implemented at TAP.

• The government would no longer
have the duty to step in financially.
This way they could invest in other
national projects related to tourism
that would influence positively TAP
and the tourism itself.

• As the airline would continue to have
its main airport in Portugal the
tourism industry is not affected
negatively.

• Company prestige will improve since
TAP will no longer be connected to
the government.

• TAP will be connected (depending on
whoever acquires the company) to
another airline increasing the brand
recognition and impact worldwide.

• The common practice of keeping
acquired brands will sustain the
marketing connection between TAP
and the country of Portugal.

• Contracts renegotiations and new
management can bring some
uncertainty among employees and
there is a chance of some of the pilots
to leave and change TAP for other
airline.

• Renegotiated compensation may
minimally reduce the overall
purchasing power of TAP or supplier
employees, but this would not have a
significant impact on induced jobs.

• All jobs needs to be reviewed and
contracts with pilots need to be re-
negotiated, since more than 1500
pilots are earning +80.000€ per year.

• No other company in Portugal is has
this many employees receiving such
salaries.

• TAP will renegotiate these contracts in
order to decrease the high cost-
structure of the company.

• TAPs contribution for the social
security system in Portugal would be
impacted but by far less than a
bankruptcy would cause.

Overall, the impacts of the new strategy are extremely positive for the future of TAP, since they would increase
profitability, liquidity more efficiency and a more data-based decision process instead of using personal interests for
main strategy decisions as the Portuguese government many times did in the past due to the conflict of interest of
running a country and an airline.

Sources: Neves, 
Expresso, Publico 4.1 A new strategy 58



The cost-structure under government governance increases costs as the 

decisions taken do not follow the best possible strategy.

The conflicts of interest make the government take decisions for the company that lead them to a bad path for the future. 

The cost structure of labor under government governance:
TAP pays the one of the highest salaries of the industry and the government doesn't
take decisions to reduce this costs that are damaging the airline ´s future
• Portugal and TAP are both suffering economically and pay one of the highest salaries

for the flight crews.
• Average TAP pilot salary goes from 84k€ to 260k€ a year. This is more than double

than what Iberia and Air Europa pays to their pilots.

Privatized labour cost-structure:
• With the company privatised and following the new 

restructuring plan there is the opportunity to reduce the 
salaries. As the company is being restructured there can be 
negotiations which is not the case the company remains state-
owned.

The cost structure of the fleet under government governance:
Old fleet with high maintenance costs, and no concerns in renovating it. Strategies
not focused on airport dominance and point-to-point strategies that proved not
profitable, show that the government didn’t knew what they were doing…
• The fleet of an airline has a big weight on their cost-structure. Before the company

being privatized in 2015 the fleet was old, the planes were outdated and there were
a lot of costs coming from extensive maintenance repairs that had to be made.

• There was no scalability of the company as it has under 90 planes meaning the
company could never have a competitive CASK.

• Under government governance the airline followed a point-to-point strategy which
did not bring necessary revenue to the company as they were not having airport
dominance and were flying with inefficient planes.

Sources: Eco, Expresso, 
Publico, Neves

Privatized fleet cost-structure:
• During the time of privatization TAP invested a lot of money on the 

new fleet. It was critical to operate with bigger, more efficient planes 
to increase TAP's margin, by increasing the company scalability.

• Critics were made at the time, but the planes are the most significant 
factor when trying to reduce the CASK of the company. It is important 
that a minimum scale is reached so that you can dilute the costs in 
bigger planes.

• Important to keep the hub-and-spoke model to maximise the 
company expansion and profits.
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Government inefficiency and conflicts of interest make them take the 

decisions that looks better for the society but leaves them in a week position

Under government control the company never had access to private investment which means the debt the company was taking was going 

directly into the country balance sheet having a big negative impact.

Reasons and examples of the government being inefficient when leading
TAP:

Example in how TAP being privatized would become more efficient in
their decision making:
1. One of the decisions that the privatization process brought to TAP was to reduce

the number of routes that departed from Porto. This is because they were all
bringing losses and TAP didn't have the cost structure to profit from them. This
allowed to dominate the Lisbon-Hub. This strategy was very important to have
the hub-spoke model in Lisbon. For an airline to succeed you need to dominate a
hub.

2. Another difference is that TAP never managed to have private investment and
always had financing through the state. During the privatization, the management
managed to cancel all the guarantees that the state give to the company and
took debt from the private sector. This reduce the public debt of the state. A
country like Portugal which has a public debt that is very high, sustain an airline
using the money of the government does not make sense.

Sources: Neves, 
Expresso

1. First reason the government is inefficient is because there is no success case
in which the government is efficient at leading companies in competitive industries.

2. The second reason is that aviation is highly regulated. All the slots and fares
are regulated, and it becomes inefficient when having the regulator which is
the government also being the one operating in the market. Having the government in
a sector that is competitive and his regulated and at same time have a state-owned
airline this cannot be efficient.

3. The third point is that the airline industry needs to work with the logic of
the market. As this is a capital-intensive sector, if you don't follow the logic of
the market to build a company that is stable the costs will become too high and as
the margins are very low meaning it would become harder and harder to
make profits.

4. There is an argument that TAP should be state-owned to grant that the
company exists and that bring connectivity. However, this is not true as the reality is
that there are countries such as Spain or Greece that don't have a state-owned
airline and succeed in the tourism industry.

Success Story: United airlines left the
John Kennedy airport to focus their forces
to the Newark airport to have dominance
of it. This is an example
of how privately owned company is managed
and how it is more effective than
the government.

604.2 Fresh start



TAP is worth saving but not with the government in control and having stakes 

on it because of the conflict of interests.

Two offers were already made to buy TAP and one of the conditions in the contract is the same which is that the Portuguese government 

remains with no stakes in the company showing that there is a problem of conflicts of interest.

1.9 Billion Euros  ?
• The 1.9 Billion offer is based on the TAP restructuring

program, from which the company already received
1.662 million euros from the state, but which could
reach in the worst scenario 3.700 million euros.
Turkish Airlines offers is the difference between both
values;

• With this offer, Turkish Airlines wants to get a majority
position of the company, but the government has
shown that it wants to keep the decision-making
power in the hands of the state;

• The Turkish company´s goal with this investment is to
create a cooperative and complementary
environment between the two airlines in order to
increase their influence area not only to the East but
now also to the West.

Sources: Eco, 
Expresso, Neves 

• Negotiations with Lufthansa are also on the table.
Prior to the pandemic the airline had already made an
offer but because of the evolution of the pandemic
the deal could not be closed.

• The airline wanted to acquire TAP for strategic
reasons as in the years of privatization they started to
gain market share because of the lower prices to
cross the Atlantic.

• The condition is for the government to remain out.

TAP could be in a better 
financial position then what 
it is if it had accepted the 
CEO's rescue proposal:

• During the pandemic TAP asked the 
government the same debt in size 
percentage compared to Lufthansa. 
The forecast showed that it would 
take 5 to 7 years to payback in the 
worst possible case scenario.

• The government rejected 
this proposal, and now it could take 
up to 34,6 years to repay the debt.

• Lufthansa has already repaid the debt 
they took during the pandemic and 
according the forecasts the same 
could have happened to TAP if there 
was no management complications.
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The future of the Portuguese Airline can be very promising if the necessary 

actions are taken sooner rather than later

4.3 To save or not to save
Sources: Neves

Many things changed in the airline industry after the pandemic and TAP cannot afford to remain with the same management style and 

following a strategy that will take them to bankruptcy in the future.

TAP is worth saving, but not as a state-owned company! There is a future for the Portuguese national flag carrier, but it passes by
being acquired by a private third-party, which have more clear goals and knows better on how the aviation industry works and how
to play with the difficult tight margins of the industry, bringing TAP back to profitable ways.

The outlook of the airline industry:
Focus on business travelers, increase of home office allows travelers to connect
anywhere from the world, new investments in leisure travelers are emerging
• The way most airlines profit is by focusing on the business travelers as it is

where they make the biggest margin and are also the persons that travel the most.
• With social distancing and innovation many offices switched to hybrid model of

online / in person model meaning many business meetings can be done
via conference calls.

• With all major airlines previously investing in their business travelers and
leaving leisure travelers as second priority things have now changed.

• As there was a huge decrease in business travelers therefore airlines such as
Lufthansa will now invest a lot more in leisure travelers increasing even more the
competition.

The situation for TAP :
• If the government, try to restructure the company in 5 

years it will be in worse shape then what it was 5 years 
ago. 

• With the stakes being higher now by having more 
planes, more debt and the competitive landscape 
increasing. 

• With more airlines investing in the leisure market, it 
will become more and more difficult for TAP to make 
profits.

• With the conflicts of interest, slow decision making  
and poor strategic decision making it will destroy to flag 
carrier. 

• The more time it takes the more likely it will be for the 
company to be bankrupt in 5 years. 
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Chapter 4 – Key Takeaways

A new strategy – Only by cutting ties with the government as main owner TAP Air Portugal can be successful4.1
• TAP restructuring process would mean that TAP would be in worse shape in 5 years than in 2015 when the first privatization process happened;
• The proposed solution is a privatization using an acquisition and restructuring ;
• The new strategy would require the review and re-negotiation of contracts and it would increase TAP prestige and recognition worldwide since its no longer connected to the 

government.

Fresh start – A more competitive cost structure is key for future success4.2
• Under government management the labor and fleet cost structure were extremely high, high salaries, old fleet that required high maintenance costs;
• With the privatization there is a chance to reduce salaries and optimize costs, there is opportunity to continue the investments in new fleet and more efficient planes that will 

increase TAP margins.

To save or not so save? – It is worth saving TAP Air Portugal but only without future involvement of the government 4.3
• TAP deserves to be saved but there is only a future for the company with the right strategy, and that’s through a privatization with an insolvency and restructuring;
• There are already some airlines interested in acquiring majority stakes of TAP, such as Turkish Airlines and Lufthansa.

TAP is worth saving, but not as a state-owned company! There is a future for the Portuguese national flag carrier, but it passes by
being acquired by a private third-party, which have more clear goals and knows better on how the aviation industry works and how
to play with the difficult tight margins of the industry, bringing TAP back to profitable ways.
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TAP Air Portugal is worth saving, but it is not recommended for the national 

carrier to be state-owned 

“Mayday: is TAP Air Portugal worth saving? At what extend should the national flag carrier be a state-owned company?”

Yes, TAP Air Portugal is worth saving…  … state ownership is counterproductive 

• Having a profitable and functioning airline in one' s own country is good, especially as 
far as direct impacts are concerned.

• The strategic changes from 2016 to 2020 show that TAP can be successful. In addition, 
the acquisition offers show that others also see potential.

• Reorienting the focus to long-haul should not have far-reaching consequences for the 
airline's catalytic effects on Portugal. Other market players are ready to step in.

• The billions of euros in state aid did not help TAP Air Portugal to succeed.
• There is a conflict of interest between the state and the airline in the area of slot, 

compensation and route management. These conflicts prevent win-win situations.
• The government is inefficient which is directly reflected in its state airline.

Success factors for TAP Air Portugal based on the performed analysis

• It is nearly impossible to compete with low-cost airlines in the short haul European market. Focus on long-haul.
• An acquisition of TAP Air Portugal would most likely bring in the needed expertise,  stop the government burning money, while keeping direct, indirect, induced and catalytic effects.
• Cost structure is main profitability driver. Compensation costs, fuel costs and fleet cost structure have to be streamlined and adapted to a market level. 
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Full-service carriers lead the market share but low-cost carriers have been gaining market share, increasing the competition.

Strengths: 
• High Income
• Growing Tourism Industry
• Conznued Growth
• Safe & Speedy

Weaknesses:
• Slow Rate of Infrastructure
• High Spoilage Rate
• Huge Investment
• Competitive Market
• Huge Workforce

Opportunities: 
• Inviting New Stakeholders
• Worldwide Mailing Services
• Use Technology to Minimize 

Cost
• Market Expansion
• Better Deals with Supplier
• Timely Service

Threats: 
• Global Economic Crisis
• Government Intervention
• Environment Threats
• Seasonal Threats
• Pandemic 

Sources:
Iata, Statista

The SWOT analysis of the airline industry Domestic market share of U.S companies

One of the characterisitcs of the industry is the intense competiton where
major players do not lead the market by a big percentage. An intresting fact is
that the 10 biggest airlines only account for 28% of the market. 
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Key Performance Indicators

The following indicators are believed to be the most relevant in 
managing profitability and performance:

Passenger Revenue: represents airlines revenues obtained through 
ticket selling.

RPK: represents number of revenue passengers travelled times 
kilometers flown.
ASK: represents number of available seats travelled times kilometers 
flown.

Yield: represents airlines passenger revenues per ASK.

Load Factor: equals RPK divided by ASK measuring average 
percentage of seats occupied by revenue passengers.

RASK

Yield

KPI’s breakdown: KPIPrimary DriversCapacity Measurement Secondary Drivers

PASK
(Profit)

Passenger Revenue

ASK

RPK

RPK

Load Factor

CASK

Total Costs

ASK

Sources: ICAO
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