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In 2006, MAS was reported to have an intention to join Sky Team as part of its plans to 
rationalize its international destinations under the hub concept (Centre for Asia Pacific 
Aviation March 6, 2006). Subsequently, MAS launched its own MAS Overall Strategic 
Alliance Integration Concept (Project MOSIAC) together with its Business Turnaround Plan 
for the period 2006–2012. This is essentially a code share alliance with other airlines so as 
to expand MAS’s network. Nevertheless, the airline industry is dominated by global alliances 
that have been formed since the early part of the nineties. As they are global in scope, these 
alliances are the most significant in terms of network expansion. Although it is possible to 
establish various partnerships with individual airlines across different global alliance groups, 
the number and extent of “side alliance deals” will decrease over time as the global reach of 
each alliance network improves (Oum 2001).  

In 2000, Oum reported that five alliance groups accounted for 57% of the world’s total 
revenue passengers kilometers (RPK), a widely used measure of airline industry output 
(Table 9). Other indicators such as global passenger shares and operating revenue shares 
also show the substantial shares accruing to global alliance groups. This concentration of 
RPK, global passengers, and operating revenues in the hands of global alliance groups has 
grown over time when the 2000 data is compared with the 2007 data. By 2007, the share of 
RPK in the hands of the top three alliance groups (Star Alliance, Oneworld, and Skyteam) 
amounted to 59.1% while the share of global passengers and operating revenue controlled 
by them are 63.8% and 67.4%, respectively. This shows clearly that the market is getting 
more and more concentrated. Within ASEAN, both Thai Airlines and Singapore Airlines are 
members of the leading alliance group, the Star Alliance. 

Table 9: Global Alliance Group Market Shares, 2000 and 2007 (%) 
Alliance  Revenue Passenger 

Kilometers 
Global Passenger 

Shares 
Operating Revenue 

Shares 
 2000 2007 2000 2007 2000 2007

Star Alliance 21.3 26.1 18.8 25.1 20.9 27.2 
Oneworld 16.4 20.7 12.8 17.9 15.0 20.0 

Air 
France/Delta, 

Wings and 
Qualifyer 

19.5 n.a. 17.6 n.a. 17.6 n.a. 

Skyteam Just 
formed 

22.3 Just 
formed 

20.8 Just 
formed  

20.2 

Others  42.8 30.9 50.8 36.2 46.5 32.6 
Sources: Oum 2001 and Star Alliance 2007 (http://www.staralliance.com Accessed 23 May 2007). 

Global alliances can also contribute to productivity enhancement, competitive pricing and 
profitability of its partners as alliance partners generally increase traffic routing via their 
intercontinental alliance gateway airports after the strategic alliances (Oum 2001). Bowen 
(2000) also showed that an airline that is more successful in forming alliances will draw more 
traffic feed from around the world to its primary hub.  

Given the trend shown in Table 8 and the generally positive impact of alliances on the 
performance of the airlines, it is imperative for MAS to join a global alliance to improve its 
market feed. 

B. Accelerating the Construction of the New LCCT Terminal at KLIA 

Air Asia is well placed to gain from the liberalization, as it is the biggest LCC in Southeast 
Asia, measured by fleet size. It has already established a strong ASEAN presence with 
bases in Thailand and Indonesia as well as one planned for Viet Nam. Since Thai Air Asia 
and Indonesia Air Asia are slotted to be the designated airlines of Thailand and Indonesia, 
Air Asia is in a vantage position to gain from Open Sky in ASEAN. Moreover, it is pressing 


