
Bursa Announcement - Business Transformation Plan (BTP 2)  
 
MAS has certainly come a long way. For the financial period 2005 (9 months), MAS 
reported a loss of over RM1.3 billion – the biggest in the company’s history – and it was 
expecting to hit an even deeper loss of RM1.7 billion for the full year 2006.  The financial 
position was so precarious that MAS had only a few months until April 2006 before it ran 
out of liquidity. In the wake of the profit and cash crisis, MAS announced its Business 
Turnaround Plan (BTP 1) in February 2006. The BTP 1 was developed using the 
Government-Linked Companies Transformation (GLCT) manual as a guide, and 
targeted to cut its losses from RM1.7 billion to RM620 million in 2006, achieve a profit of 
RM50 million in 2007 and a profit of RM500 million in 2008.  
 
With hard work, radical changes and tough decisions, MAS was able to overcome the 
cash crisis to ensure its financial survival in 2006, achieved a record profit of RM610 
million for the 9 month year-to-date period to September 2007, and is now on track to 
generate profits in 2008. MAS has demonstrated to its stakeholders, nation and world at 
large that it is a winning team.  
 
However, new challenges loom ahead of MAS. The single largest concern that MAS will 
face in the industry is overcapacity. Based on industry estimates, about 400 plus new 
aircraft have hit the skies of Asia-Pacific, India and Middle East in 2007, and another 400 
plus is expected in 2008. This phenomenon of unbridled growth will intensify competition 
in the market, and erode MAS’ yield and profit margins. Coupled with the liberalisation of 
ASEAN skies and rising oil prices, MAS will, with everything else remaining equal, 
inevitably hit a wall and fail badly if it does not transform itself.  

Thus, as MAS goes into 2008 and beyond, its focus will clearly need to shift to securing 
its future success. This phase represents the most challenging yet for MAS – this is the 
real mountain that it needs to scale.  To chart its path onwards and upwards, the 
company has developed a Business Transformation Plan (BTP 2). The plan will build on 
the 5 key thrusts of The MAS Way (see Exhibit 1) which served as the guiding principles 
for the BTP 1.  
 



Exhibit 1: Transforming the company “The MASWay” 

 

 
In the premium market segment, MAS is under tremendous pressure from full service 
carriers (FSCs) who are striding ahead with first class products, new and modern 
aircraft, and fast-expanding routes. On the other hand, in the price driven market 
segment, MAS is also strongly pushed by low cost carriers (LCCs) with low fares. In a 
nutshell, MAS must reinvent itself to fend off competition from FSCs and LCCs. It is 
precisely for this reason that it is adopting a strategy which deals with this dual challenge 
i.e. it will continue to improve the quality of its products and services (hence, Five Star 
Airline) and at the same time, reduce its costs so that it can offer low fares (the notion of 
Value Carrier). It is mobilising the entire airline to become a Five Star Value Carrier: one 
with products, fleet and network that are in the league of the world’s premium airlines, 
with a cost structure and operational discipline to match the best fares the LCCs can and 
will throw at MAS.  
 
MAS aspires to become the World’s Five Star Value Carrier. It believes it has to reinvent 
itself to achieve this vision. Its transformation journey towards achieving this vision will 
be tough but exciting. This vision will be supported by its mission to be a consistently 
profitable airline. Tthe strategy is to transform MAS into a Five Star Value Carrier 
(FSVC) i.e. providing 5-Star products and services at affordable prices.  
 
There are 5 bold steps which make up the FSVC Virtuous  
Cycle of Profitable Growth:  
 
Step 1 - 5 Star: MAS must maintain the high quality products and services offered (5-
Star) and these have to be constantly matched to the specific needs of its customers;    

Step 2 - Lower Costs: MAS must reduce its structural and operational costs (without 
compromising on safety and security);   

Step 3 - Competitive Fares: With a lower cost base, MAS will be able to offer low and 
competitive fares to its customers, and still be able to make a profit;  



Step 4 – Get more customers, more revenue: With high quality products and services 
at low/competitive fares, more passengers will choose to fly on MAS. This translates into 
more revenue; 

Step 5 - Grow network, build capacity: With more revenue and profit, MAS can invest 
in growing its network and building its capacity. MAS will open up more routes and 
acquire more planes, and this leads the company to sustainable, profitable growth.  

The process repeats in an upward spiral (see Exhibit 2). 

 
Exhibit 2: The Virtuous Cycle of Profitable Growth 

 
The philosophy behind the BTP 2 is “aiming and planning for the best, assuming the 
worst”. On “aiming and planning for the best”, MAS will go for the seemingly impossible 
target i.e. record profit. On “assuming the worst”, MAS must transform to become a 
FSVC. MAS has to build a ship that can weather the storm, in its case, the imminent 
liberalisation and overcapacity in Asia.  
 
Based on a series of focused key business activities, the company’s aspiration in the 
plan is to achieve RM400-550 million (on target), RM551-650 million (exceeding) and 
RM651-1000+ million (outstanding) in 2008. MAS believes that if it aims for the best 
and stretch its limits, it can achieve an annual profit of RM1.5 billion by 2012 even after 
factoring in the challenges in the industry such as overcapacity, air traffic liberalisation 
and rising fuel cost. The benefit of going for FSVC is that MAS is building a ship that can 
weather the worst storm. Should the magnitude of overcapacity and liberalisation be less 
than anticipated, it is possible for MAS to achieve an even higher profit - between RM2 
and RM3 billion per annum. On an annual basis MAS will review its financial targets 
and update these targets as it achieves them. Over the past 2 years, MAS has managed 
to outperform its announced targets and MAS has every intention to continue to meet 
and exceed the targets set forth in its KPI Scorecard. 
 
FSVC is MAS’ path to long term survival and success. MAS’ ability to deliver this FSVC 
strategy is the cornerstone to grow MAS into a global champion. MAS can do this, and it 
will.  
 


