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[bookmark: _Toc141479851]Executive Summary

This report evaluates the factors that have contributed to the success of the MTR Corporation as one of the world's leading public transport operators.  Using Abell's three-dimensional business model, the report identifies customer segments, customer needs, and technology as crucial factors in MTR's success.  The "Rail plus property" model, transformational leadership, and strong learning and development culture are also identified as crucial factors in the company's growth and continued success.

Moreover, the report recognizes the importance of the 3H holistic framework in managing people and organizational performance.  MTR's focus on the "HEART" aspect, which refers to the company's commitment to customer-centricity and sustainability, has enabled it to establish a strong reputation as a reliable and customer-focused provider of public transport services.  The "HEAD" aspect, which refers to the company's adoption of technology and innovation, has allowed it to enhance customer service efficiency and convenience.  The "HAND" aspect, which refers to the company's emphasis on expertise development and talent management, has helped to create a highly competent and motivated workforce.

As MTR continues to expand its operations globally, it will be necessary for the company to focus on these critical factors and adapt its business model to meet its customers' and stakeholders' evolving needs and expectations.  By prioritizing customer-centricity, innovation, sustainability, and organizational culture, MTR will be well-positioned to continue its growth and success as a leading public transport operator.



[bookmark: _Toc141479852]Introduction

Strategic planning is absolutely essential for organizations to achieve their business goals, attain desired profitability, and strive for nothing less than operational excellence.  Many early studies (i.e. in 1980s) had shown organizations mainly focused mainly on developing plans to achieve economic, social, and political goals. Development planning involved determining implementation processes, rollout timelines, monitoring results, and identifying development goals, policies, and plans.  However, as the business market evolved, strategic planning became a crucial responsibility for senior management seeking growth, brand differentiation, innovative customer service, operational efficiency, and future expansion.  More studies expanded the theory and suggested strategic planning is essential for decision-making, information processing, and future expansion (Day, 1997). It involved identifying potential threats and weaknesses to avoid and strengths and opportunities to pursue, making informed decisions for a secure future. Peter Drucker described strategic planning as an ongoing process of making organizational decisions based on comprehensive knowledge and analytical information about the future, implementing systematic methods to execute these decisions and measuring deliverables against expectations through feedback (Drucker, 1996).   

In a recent study, David (2015) further elaborated on Ducker’s theory and suggested that strategic management is the combination of formulating, implementing, and evaluating plans to achieve business goals. Therefore, a strategic plan becomes a company's game plan for expansion and growth, including a vision and mission to engage and motivate staff towards common goals. His study also mentioned that strategic planning should include:
· Cultivating a supportive culture
· Creating effective human resource management
· Maximizing marketing impact
· Planning an effective budget 
· Adopting innovative information systems or infrastructure 
· Linking employee compensation to organization performance

In today's volatile market environment, organizations must remain adaptable to change in response to external challenges and manage their internal capabilities, competencies, and resources effectively to achieve sustained competitive advantage (David, 2015). In particular, the senior management team should be able to lead the organization through challenges and overcome obstacles. Abell (2014) emphasized that executives must comprehend the relationship between their challenges and the specific approaches that can be adopted to overcome them. The scope of strategy continually evolves due to new business challenges arising from various factors, such as the environment, research insights, business development, change management, and leadership. Strategy planning can overlap, and strategic thinking should adapt to new challenges. 

In addition, setting a strategic direction is essential as executives often deal with conflicting and pressing dilemmas and different directions, such as striking the right balance between short and long-term business goals.  Achieving this balance could be challenging because it is complicated, and the balance changes constantly as business cycles evolve, and financial markets fluctuate.   Meanwhile, many organizations are driving globalization to maintain competitiveness or improve their competitive edge. In doing so, organizations are taking more financial risks and adhering to financial performance. The growing calls and needs for higher corporate responsibilities and care towards communities could also increase additional organizations' focus and efforts. 


Addressing these questions, Abell (2014) mentioned that organizations could adopt a DUAL strategies approach to tackle the competitive market environment and achieve short- and long-term goals. The first strategy is called the "Today Strategy" (namely strategy to succeed today), which helps management lead and manage current day-to-day plans and activities. The "Today Strategy" requires leaders to set clear business objectives to provide purpose to a series of action plans. The organization would need to define the business definition and scope in horizontal and vertical terms. Horizontally, the organization ensures that the customer groups served, customer functions performed, and technology used meet these requirements. Vertically, the organization learns where and how the organization uses the value chain to gain competitive advantages. Abell also mentioned reinforcing organization positioning in terms of perceived value and delivered cost/price to help the organization compete in the future. Specific client segmentation would help develop focused strategic plans and products/services to gain a competitive edge. Finally, the organization will continue to build brand differentiation by identifying unique selling propositions and listening to clients' feedback.  The second strategy is called the "Tomorrow Strategy" (namely strategy for the future), which means the organization should adopt a disruptive approach by resetting business objectives, redefining the business definition, repositioning, resegmentation, refocus, and redifferentiation to outperform competitors, create customer value, and increase the effectiveness and efficiency of operations. However, to implement the "Tomorrow Strategy," organizations should consider three crucial instruments of change, i.e., transformational leaders who help navigate the team to the future, digital innovation to improve effectiveness and efficiency, and investment in both internal and external platforms for the organization to grow and expand.


Many multinational companies engage external consultants to conduct strategic planning or new strategy formation to create "Blue Ocean Strategies" (Kim & Mauborgne, 2005). This approach involves creating untapped market space and making competition irrelevant to pursue brand differentiation. The aim is to create and capture new customer demands at a low cost and align the whole organization or system with this purpose. Organizations often seek external consultant services due to a lack of in-house expertise, knowledge, and staffing constraints.  However, despite the potential benefits of consultancy services, such as developing effective implementation plans, the outcomes can be uncertain and costly.  Negative staff responses can also arise during the implementation planning process, including fear of job loss, increased workload, and staff disengagement due to a lack of communication and information.  Therefore, the researcher intends to use a real business scenario to assess and evaluate a business model that an organization can learn, adopt, implement, and bring transformational business results.

[bookmark: _Toc141479853]Research Aim 
This report aims to provide insights into why the Mass Transit Railway Corporation (MTRC) is regarded as the world's leading public transportation company in terms of operational efficiency and profitability. The MTRC is Hong Kong's largest franchised public transport operator, and it operates on a self-sustaining basis without requiring any government subsidies. This is made possible through its successful implementation of the "Rail Plus Property" (R+P) development model, which has gained global recognition. For over three decades, the MTRC has overcome numerous challenges and continues to deliver significant financial and social benefits, such as fast and accessible transit, vibrant neighborhoods, opportunities for property developers and small businesses, and open space conversions.  To evaluate the effectiveness of the R+P development plan, this report will use Abell's three-dimensional business definition theory to analyze the MTRC's business model. According to Mun (2002), this theory is helpful in examining an organization through the customer's perspective and involves three main questions: who are the organization's customers, what are their needs, and what techniques are used to meet or satisfy their needs. The researcher will apply this theory to the MTRC to evaluate the effectiveness of the “R+P” model.

In addition, this report will adopt the 3 H (HEART, HEAD, HAND) holistic management framework (Yu, 2022) to explain the effectiveness and efficacy of the MTRC's business model implementation. This framework asserts that effective leadership (HEART - H1), effective strategies (HEAD - H2), and workplace competence (HAND - H3) are necessary but not sufficient conditions for achieving effective and efficient organizational performance. The researcher will examine the leadership of the MTRC since the merger of KCRC and MTR in 2007 and how it influenced the strategic directions of the company.  Moreover, the researcher will analyze how the MTRC engaged staff commitment and enhanced staff competence and capabilities in the long run. It is worth noting that the synergistic integration among the 3H domain factors does not happen by coincidence. Leaders must make it happen through deliberate efforts in developing and cultivating a conducive culture, ensuring strong and supportive communication, providing guiding policies and relevant code of practice, reinforcing practical staff performance evaluation and remuneration systems, and other people engagement measures.  By examining these factors, this report aims to provide insights into how the MTRC has been able to successfully implement the R+P model and sustain its competitiveness, as well as continue to transform the organization's future.

[bookmark: _Toc141479854]Company Background of KCRC & MTRCL

To properly evaluate the success of the "R+P" business model of MTRC, it is advisable to first examine the backgrounds of the two separate business entities, KCRC (Kowloon Canton Railway Corporation) and MTRCL (Mass Transit Railways Corporation Limited) before their merger in 2007. Both MTR and KCRC adopted the same "Rail+Property" business model, in which they collaborated with property developers to build crucial residential and commercial environments at stations and nearby areas. They believed that an urban rail network should provide a convenient living and commercial environment in which high-quality community ties can be developed, with residents creating patronage for the railways (MTR annual report, 2006). 

KCRC is a government-owned entity governed by the Kowloon-Canton Railway Corporation Ordinance (Chapter 372 of the Laws of Hong Kong) (KCRC business review 2022). KCRC provides a variety of transportation services, including East Rail, West Rail, bus, Light Rail, intercity, and freight services. Different shareholders jointly own MTRC, and The Hong Kong SAR government owns 74.72% of the total shares. Both MTR and KCRC shared the same four business strategic pillars, which were:

· Railway operations: aim to operate and provide the most efficient, safe, and reliable train services around Hong Kong.
· Station commercial and other businesses: aim to leverage railway assets and expertise into additional businesses such as renting station retail units, advertising in trains and station platforms and concourse areas, telecommunication income, Octopus card, rail consulting, and other related facilities.
· Property business: aim to develop mainly residential properties, in conjunction with property developers. They own investment properties, primarily shopping centers and offices, and manage their properties and others.
· Overseas growth: aim to expand and grow overseas by investing in urban rail networks in Mainland. In particular, MTR was actively pursuing "asset-light" operating contracts in European markets that are deregulated or opening to new entrants.

Railways are complicated industries which require blending engineering excellence and skills, meeting business requirements and developing vital social functions.  In 2004, the Hong Kong government invited MTRCL and KCRC to discuss the Rail Merger.  According to Rothschild & Sons (2004), this merger proposal was favourable and was the right direction to take as it helped to balance the investable business proposition and shareholder value with the need for the Government to facilitate fare reductions in a deflationary environment.  One of the parameters set by the government for the merger discussion was the resolution of the interchange arrangement for the Shatin to Central Link (SCL) Scheme. Subsequently, MTRC and KCRC jointly developed an SCL implementation plan under the merger scheme and submitted a project proposal to the government in 2005, which was approved. The government stated that the SCL scheme proposes to locate a station at Kai Tak and an Exhibition Station at Wan Chai North. The implementation program for the SCL will be subject to the progress of the Kai Tak Planning review and development plan.   

[bookmark: _Toc141479855]The Merger 

In August 2007, the Hong Kong Government, the MTRCL (Mass Transit Railway Corporation Limited), and KCRC (Kowloon Canton Railway Corporation) signed the transaction agreements to implement the Rail Merger. The transaction agreement is inter-conditional and subject to certain conditions, including the Company being required to obtain approval from Independent Shareholders (Merrill Lynch, 2007). This merger represents a remarkable milestone in MTRC's business development and made it the largest public transport operator in Hong Kong. With the merger According to Merrill Lynch (Asia Pacific) Limited (2007), there are four significant benefits of this merger which are the crucial successful factors in making MTRC one of the top world leaders in transport operations :

[bookmark: _Toc141479856]1.  Initiative to Enhance Value:
The merger between MTRC and KCRC aimed to enhance the company’s value.  Several initiatives were implemented to achieve this, such as fare reduction, fare adjustment mechanism, variable annual payment, and estimated full synergies.  The fare reduction initiative aimed to make public transport more affordable for the general public and increase ridership i.e. passengers would expect a consistent fare structure (Fitchratings Research, 2004).  The fare adjustment mechanism was designed to provide a predictable, fair, and transparent solution to fare adjustment, which would help to increase revenue and reduce financial risks.  The variable annual payment was aimed at reducing the financial burden of the merger by allowing payments to be made annually and adjusted based on the company’s economic performance.  Finally, the estimated full synergies were expected to be realized over the first three years after the merger date.  All these initiatives aim to improve the merged company's underlying earnings per share (EPS).



[bookmark: _Toc141479857]2.  Benefits to Rail Business:
The merger between MTRC and KCRC was expected to bring significant business growth through the expanded rail network.  The expanded rail network will increase the company’s franchised public transport market share from approximately 25% to 40%, significantly boosting revenue.  Further rail network expansions were also expected in Kowloon Southern Link, Northern Link, Express Rail Link, and Shatin to Central Link.  The rail network expansion is expected to lead to a significant increase in non-fare rail-rated revenues.  The fare adjustment mechanism, introduced as part of the merger, is expected to offer a predictable, fair, and transparent solution to fare adjustment, which would help increase revenue and reduce financial risks.

[bookmark: _Toc141479858]3.  Benefits to Property Business:
The merger between MTRC and KCRC also included a property package, which included development rights, investment properties, and a property management business.  The MTRC development land bank was expected to increase by 54%, and the gross floor area for investment properties would increase by approximately 22%.  MTRC will also become the development agent and receive a fee of 0.75% of the gross sales sold along the West Rail development sites and 10% of relevant profits accrued to the West Rail Subsidiaries. 

[bookmark: _Toc141479859]4.  Benefits of the Rail Merger Transaction Structure:
Under this agreement, they also introduced a service concession payment structure that grants MTRC access rights and the opportunity to operate the KCRC system without being accountable for KCRC’s existing debts or paying a more significant upfront payment.  This payment structure allows MTRC to avoid making huge upfront payments, fund a substantial portion of the consideration from internal resources each year and debt, and provide the company with a safety net against risks associated with future adverse changes.  The adoption of the gearing ratio on a pro-forma basis, including fixed annualized payments and variable annual payments, will also help to reduce financial risks and provide flexibility in funding the merger.  This proposed transaction structure allows MTRC to operate KCRC system with reduced financial risks, which will provide a significant boost to revenue and profit.  

The merger between KCRC and MTR has proven to be a successful outcome, resulting from a comprehensive evaluation of the benefits for various stakeholders and with strong and specific governance guidelines.  With access to additional resources and assets from KCRC, MTR has expanded its business operations extensively. The revamped fare systems have been well-received by commuters, who consider MTR as their first choice in the transportation sector.  It is noteworthy that not only do local residents find MTR user-friendly, highly efficient, safe, and cost-effective, but tourists also share the same sentiment. Additionally, MTR's staff has received recognition for being the most helpful and caring among other organizations (Pang, 2022).  Over the years, MTR has achieved outstanding business performance, winning numerous top-notch awards and reputable recognitions in public transportation, safety cultivation, market leadership, brand award in corporate responsibility, anti-pandemic measures, web accessibility, customer service, and market leadership in the shopping environment. The success of MTRC serves as a great example that can be studied and followed as a role model. 

This report will adopt Abell's three-dimensional business model to evaluate the success of the MTR “R+P” business model.  In Abell’s theory (1980), a business can be defined by three dimensions: customer groups, which describe the segmentation of customers whom the organization wants to satisfy; customer functions, which address customer needs or what is being satisfied; and technologies, which represent the way the organization meets customer needs.  As shown below:  the Abell model (1980) depicted in the graph outlines three axes: abscissa, ordinate, and applications (customer group, customer needs, and technology, respectively). The x-axis (customer group) refers to the question "Who" are the customers of the organization, and it is vital to define customer segmentation and clustering. The y-axis refers to the question "What" are the customer needs, wants, and desires, and it aims to deepen the understanding of the customers' profile. The z-axis refers to the question "How" can the organization meet these customers' desires and wants. Therefore, adopting the right and user-friendly technology could help improve overall customer experience and efficiency.   

[bookmark: _Toc141479860]Abell’s Three-dimensional Business Model 

The researcher aims to define and categorize MTR customer segments, identify their needs, and evaluate how MTR meets those needs. Abell suggested that organizations adopt five crucial strategic elements to help executives make decisions. These elements include defining strategic purpose and objectives, defining the business in both horizontal and vertical terms, positioning the business in terms of perceived value and delivered cost/price, using segmentation schemes to divide the market, and claiming a specific unique selling proposition as the basis for differentiation from competitors.

1) [bookmark: _Toc141479861]Core Business Customers – Railway Operations

MTR is Hong Kong’s most prominent public transport operator, with 98 stations, 68 light rail stops, and a high-speed rail terminus in the city. Due to the pandemic, total patronage for all MTR rail and bus services decreased by 6.1% to 1,518.1 million in 2022 compared to 1,616.3 million in 2021. The average weekday patronage is around 4.45 million. With the reopening of the cross-boundary station between Hong Kong and China and the relaxation of COVID restrictions and quarantine requirements, the numbers are expected to increase in 2023. MTR is committed to delivering world-class customer service and achieving quality, reliability, and safety service excellence. Since railway operations are the core business, it is essential to evaluate how MTR responds to the needs of core business customers and how they meet their daily needs. MTR commuters can be categorized as regular, frequent, or occasional.

Regular commuters, which include MTR employees and third-party contracted workers, as well as local or cross-border school children, eligible students, parents, or domestic helpers who take children/students to and from school and daily after-school activities, nine-to-five office workers, manual workers, including morning and night shifts workers, courier delivery such as light & small parcels express delivery, MTR station workers, engineers, cleaners, and station shop workers, travel on the MTR daily from Monday to Friday. For this customer segment, it is essential to provide efficient, punctual, and reliable train service. MTR has achieved a world-class 99.9% rate in passenger journeys on-time and training service delivery for the heavy rail network over the past ten years (MTR Annual Report 2022). In 2022, MTR ran more than 1.64 million train trips on the heavy rail network and recorded only eight delays (those lasting 31 minutes or more and attributable to factors within the Company’s control) on the heavy rail network and no delays on the light rail. MTR takes delays seriously and conducts extensive investigations for each delay to identify the root cause, follows up with remedial action plans, and takes long-term resolutions to prevent similar incidents from happening again. For example, in December 2022, a Tseung Kwan O line train was stopped by a fault-protection mechanism due to an abnormal gangway extension between the sixth and seventh train cars when approaching the next stop. MTR conducted an investigation, reported the root cause of the incident, and implemented preventive measures, demonstrating the company's commitment to putting safety first as its top priority and ensuring reliable and efficient railway services.

Furthermore, providing affordable fares is crucial for regular commuters, especially during the pandemic when many industries were heavily affected by Covid-19 travel restrictions, resulting in job redundancy due to business closure. It is noteworthy that MTR is committed to the Merger agreement regarding the "enhancement of value" condition and has fulfilled its promises. Under the fare adjustment mechanism (“FAM”), MTR announced no fare increase in 2022/23 for the third consecutive year (even under the severe impact of the pandemic). MTR also extended a special 3.8% fare rebate (0.8% on top of the committed 3.0% rebate under the FAM) until January 2023. In addition, MTR offered approximately HKD2.1 billion in fare concessions to commuters to reduce economic hardship during the pandemic and promote accessibility and inclusivity. These deliverables demonstrate the company's high commitment to fulfilling governance and corporate responsibility.

In addition, MTR makes deliberate efforts to continuously enhance the customer experience with a series of customer-focused initiatives, (Annual Report 2022) including:
· Installing smart toilet facilities
· Providing drinking water dispensers for passengers
· Initiating a program to provide a wheelchair charging service at the station concourse to improve accessibility for people with disabilities and customers with special needs
· Implementing a chiller replacement program to increase comfort for commuters at the stations
· Introducing newly designed eight-car Q-trains to replace the old train
· Renewing and replacing signalling systems (namely Communication-based train control) to enhance overall carrying capacity and fulfil long-term operational needs
· Improving station cleanliness following the outbreak of COVID-19. Immediate actions were taken, such as increased frequency and comprehensiveness of cleaning routines, employing sanitizing robots to disinfect trains, applying technology to enhance the hygiene of public-facing facilities further, reinforcing photocatalytic coating, and introducing touch-free buttons for passenger lifts. (Annual Report, 2020)

MTR also recognizes the importance of providing a seamless and convenient experience for all its customers, including frequent and occasional commuters.  Frequent commuters would be those who travel on MTR on an irregular basis such as shoppers, retired people, people who travel cross-borders for business or leisure.  In 2019, MTR launched the "smart city, smart mobility" campaign to enhance the customer experience by adopting new digital technologies such as the MTR Mobile APP and AI technology.  As part of this campaign, MTR developed and rolled out new features, including alighting reminders, estimated waiting time indicators at the Admiralty station, and MTR bus real-time schedules.  To help occasional commuters such as tourists, disabled persons and customers with special needs, MTR designed and developed a trip planner app that provides point-to-point travel advice and connects public transport information. The company further revamped the user interface of the Airport Express function on the MTR mobile app. These technology applications improve the overall customer experience and contribute to operational efficiency.  According to the 2019 annual report, MTR applied technology to improve internal processes and maintenance by introducing chatbots and Robotic Process Automation (RPA) tools that reduce repetitive office tasks. The company also used big data and AI to optimize planning and engineering works scheduling and video and image analytics to monitor the health of railway assets. Augmented reality and virtual reality were introduced in the training curriculum to simulate actual working conditions to improve learning effectiveness.

In 2021, MTR launched the "Go Smart Go Beyond" campaign to build a more connected, inclusive, and community-centric tomorrow through new technology and sustainable practices. The functionality of the MTR Mobile app was enhanced with new features such as 1) "Next Bus" and "Book Taxi" functions, enabling commuters to see the estimated arrival times of public franchise buses and green minibuses in addition to MTR buses. The app also offers alternative transport choices if required for ease of mind and enables commuters to complete their trip planning and access information on a single app. 2) The "QR code ticketing" feature gives customers new choices to use e-payment platforms at station entry and exit gates. 3) The "Train Car loading indicator" and "Waiting Time indicator" are enhancement features of the "Next train" function that provide commuters with more information on lines, extensions of coverage, and waiting time estimation.  Commuters have well-received all these continuously improved and newly adopted technologies, making their journey on MTR and other public transport modes more innovative, effortless, efficient, and convenient. 

[bookmark: _Toc141479862]2) Core related business - station commercial business 

Station commercial business is a critical strategic pillar for MTR in building its core Hong Kong business and generating non-fare rail-related revenue. There are 1,726 MTR shops in Hong Kong, offering eight different categories of products and services, including banks, convenience goods, home living goods, health and beauty, fashion and accessories, food and beverage, and passenger services. Three duty-free shops are located at the border-crossing stations of Hung Hom, Lok Ma Chau, and Lo Wu. However, the duty-free shop at Hong Kong West Kowloon station contributed significantly to revenue generation but was suspended due to the closure of boundary crossings. Self-service vending machines, such as ATMs and automatic photo booths, are also provided at many stations.

Moreover, MTR has set up 51 exhibition venues along the urban line and Airport Express and another ten exhibition venues at the East Rail stations to enable businesses to display their product and service promotions. In 2019, MTR launched station renovation projects and a re-layout of ships to create additional retail space. The company also launched a new retail business model of unmanned shops incorporating innovative technology.  To generate non-fare rail-related revenue, MTR has to ensure sufficient and continuous traffic flows of commuters or customers and monitor the attractiveness of the retail trade mix.  Rental reversion and the average occupancy rate in 2019 in the station kiosks were 3.7% and over 99%, respectively. However, after five waves of Covid-19, the station commercial business experienced negative rental reversions, resulting in a significant drop in total EBIT profit in the 2022 annual report. Rental reversion and the average occupancy rate for station kiosks were approximate -14.6% and 97.3%, respectively. MTR took prompt decisions and implemented several proactive remedial initiatives to retain and attract small and medium tenants during the pandemic (Annual Report, 2022) :
· Offered flexible and shorter-term leases to make it attractive for small and medium businesses
· Conducted several promotions via the MTR mobile app and MTR points loyalty program to encourage customer traffic to the station retail outlets
· Offered rental concessions to the station shops 
· Reviewed and renewed the tenant mix to ensure the attractiveness of the retail offerings
· Collaborated with Kerry-commerce to launch a new online-to offline retail solution that enabled the shoppers to place orders online and collect the goods in a digital lockers at designated stations
After all these initiatives, the sales performance was yet to be observed and subject to patronage and turnover levels following the reopening of the cross borders in the early 2023.

Another drop in revenue generation came from advertising at the stations including concourse, platforms, escalator areas; and telecommunications due to travel restrictions during the pandemic. In 2022, MTR continued to apply technology to improve customer experience, including transforming the media into digital advertising platforms and 5G services. The company also offered competitive sales packages, and designed flexible and targeted packages, including online and offline campaign offerings, to improve the attractiveness of station advertisements. It is worth noting that 5G services were available at 75 stations by the end of 2022, and a new commercial 5G telecom system is also under discussion. In addition, MTR co-developed a data centre service in Tseung Kwan O that has been in operation since February 2022.

It is thought-provoking that MTR's corporate performance has reshaped and has continued to be shaped by the pandemic since 2020. The company made solid progress on several developments, especially innovation and applied technology to enhance the customer experience. In 2021, MTR introduced and developed a new corporate strategy, "Transforming the Future," which provided a sense of purpose for the company to continue to seek growth and change for the better. It helped the company stay agile and competitive under such adverse environments. Internally, the company continues to improve its accountability of the company and enhance collaboration via the introduction of a matrix organization. 

[bookmark: _Toc141479863]3). Property Business

MTR has successfully implemented the R+P model in their operations, largely due to the support of the HKSAR government.  This model allows MTR to obtain development rights at stations or depots along the route, paying only a land premium based on the market value of the land without the railway.  By partnering with private developers through a thorough tendering process, MTR builds new rail lines and properties, gaining a share of the developers' profits.  These profits can take the form of a percentage of the total development profits, a fixed lump sum, or a portion of commercial properties built on the site.  By using this model, MTR can generate sufficient funds for new projects, operations, and maintenance, making it an essential revenue-generating engine and a significant source of railway financing.  Additionally, this model has become a crucial part of Hong Kong's urban development approach, as property developers, city planners, and government agencies work together to create high-quality and vibrant communities along every new railway line or extension.  The financial advantages of the R+P model have been a proven success over time. The government collects proceeds from the land premium and profits instead of paying the construction costs or taking on the risks of building a world-class railway.  It is also proven to be an efficient way to implement railway projects relatively faster because it does not have to compete for public funds (Leung, 2016).

The R+P model has also become a unique characteristic of Hong Kong and a successful model for many other cities. One of its key features is the profit-sharing arrangement with developers, which includes partial ownership of the developments and on-site property rentals. This model generates good revenue, which can be used to fund the development of new rail lines. Given the city's dense population and scarce land, R+P developments are highly valuable and can generate decent profits. Hong Kong residents are accustomed to living close to transit facilities and appreciate the convenience and efficiency of the well-linked and connected railway and property developments.  In line with the government's prudent financial principles, MTR is accountable and responsible for ensuring that this business model is sustainable for developing the city along railway corridors. 

Under the R+P model, MTR proactively encourages people to live, work, and shop near rail stations, reducing the community's dependence on private transport and increasing railway patronage. As of 2022, the company has developed 14 above-station properties, including malls and residential and commercial spaces, throughout the city (Li et al., 2012). However, the pandemic has caused a drop in revenue from property rental, management, and mall traffic. To address this, MTR implemented tactical promotional programs through the MTR Mobile app and targeted marketing campaigns to attract more shoppers. Additionally, the company launched the "LOUDER" retail app program to help small brands enhance their online and offline presence and drive sustainable business growth in line with their new growth engine initiative (Annual Report, 2022).  On the other hand, MTR's revenue from property development showed positive growth, mainly driven by the pre-sales activities of Lohas Park Package 10, Southland, and La Marina. Furthermore, the company was awarded three new property development projects, demonstrating the strength of the R+P model as a foundation for the company's profits and compensating for the loss of revenue from other sources (Annual Report, 2022).  

If MTR becomes more reliant on revenues generated through real estate activities, it could divert the company's attention from its core transport services business. For instance, the Shatin-Central Link scandals emerged in May 2018 when media reports revealed that contractors had cut corners by shortening steel bars while expanding the platform at Hung Hom for the new rail link. As a result, new issues like water leakage and signal system problems arose, disrupting the rail link work and causing delays in completion from 2018 to the first quarter of 2022. The scandals received overwhelming responses, including attention from the Hong Kong Chief Executive. The Hong Kong Secretary for Transport and Housing also expressed disappointment and sadness after an inquiry found "unacceptable" issues in the construction and supervision of the project.  A commission of inquiry was appointed to investigate and provide a detailed report.  The 46-page report noted "unacceptable incidents of poor workmanship on site due to lack of supervision."  It also revealed that the management was below "reasonable competence."  The commission mentioned that the government should be held partially responsible for the scandals, as it is the ultimate approver and acceptor of completed works (Hong Kong Press, 2020).  Following the investigation and the unveiling of the report, the Hong Kong Executive announced that the panel had concluded that there was no need for any consolidation work and that construction work was safe to continue.  However, the contract works had not been executed per contract no. 1112 drawn up between the contractor and MTR in material respects.  In May 2022, MTR opened the East Rail line cross-harbour extension, marking the completion of the Hung Hom to Admiralty section of the Shatin to Central Link (Annual Report, 2022). With this new link, passengers are now enjoying shorter and faster travel times between Hong Kong Island, Kowloon, and New Territories, which marks another milestone and achievement in the Hong Kong public transport infrastructure. 

[bookmark: _Toc141479864]4) Other business - international business  

Since the R+P model has been successfully implemented in Hong Kong, MTR seeks to expand its business in Mainland China and overseas. The Chinese government has recently encouraged private investors to invest in rail transit projects through various franchising programs, such as build-operate-transfer (BOT) contracts. Under the BOT contract, private investors can negotiate with the government to finance, design, construct, and operate transportation infrastructure for a certain period. After the agreed period, the infrastructure is transferred to the government (Li et al. 2019).  For instance, Phase II of the Shenzhen Metro Line 4 project connects Shenzhen’s Futian district with Hong Kong’s Lok Ma Chau district. Under the BOT contract, MTR can negotiate with the Shenzhen municipal government to determine the contract period and the railway line parameters, such as rail line length, number, and locations of the stations. MTR has a 30-year contract for designing, constructing, and operating the rail line at its own expense. Once the 30 years are over, MTR will transfer the rail line to the Shenzhen municipal government for free. This type of project has brought positive results and generated reasonable profits, implying possible adoption of the BOT-contract R+P model in other Chinese cities, such as Beijing, Hangzhou, and Macao. MTR has also adopted this R+P model in other overseas countries, such as the UK, Sweden, and Australia, where the projects operate steadily and continue providing stable train services. Additionally, the company develops and manages several residential and commercial properties in Mainland China, namely, TIA Mall in Shenzhen and Ginza Mall in Beijing (Annual Report, 2022).

However, international business has not delivered promising profits as in Hong Kong. In 2022, the railway, property rental and management subsidiaries and other joint ventures outside of Hong Kong showed negative profit growth. It is noted that the success of this model may not be applicable to other countries due to the uniqueness of Hong Kong (Verougstrate & Zeng, 2014) :
· The scarcity of land in Hong Kong has significantly contributed to the success of the R+P model. Despite high costs of developing property above a railway station, private developers are attracted due to limited alternatives.
· Properties have been skyrocketing and making most of the R+P model profitable.
· The volume of commuters and shoppers traffic is also a crucial contributing factor to the success of the R+P model. Unlike Hong Kong, other cities may not have sufficient traffic volume to generate adequate revenue.
· The relationship with the authorities or government is essential and influential in facilitating smooth and successful planning, constructing and operating rail line services, especially in addressing and resolving technical issues.
· MTR has developed solid internal expertise in property management and development, which can be challenging to replicate in one-off projects or with limited market potential and timeframe.

It is worth noting that the Chinese government has committed to “copying” and developing this R+P model along the coastal cities. The Chinese government is planning, expanding, and upgrading urban railway systems and building new ones in fifteen other cities. This commitment will help boost MTR Hong Kong’s revenue growth and offer tremendous opportunities to create sustainable urban infrastructure by bundling land development and railway investments. 

[bookmark: _Toc141479865]3H framework 

Yu (2022) states that the 3H holistic management framework effectively manages people and organisations.  "3H" is a metaphorical expression of HEART, HEAD, and HAND, representing the strategic alignment and integration of three key domains: purpose, people, culture, strategy, organisation structure, functions, systems, and competence.  Yu mentioned that a holistic management solution involves leaders using influential and collaborative ways to engage their peers and employees to deploy the 3H domains effectively and efficiently manage the implementation process to deliver and sustain the best performance of an organisation.  To achieve the synthesis among the three domains required to meet the efficient and necessary conditions for effective and efficient organisational performance, MTR R+P model has manifested the HEAD approach successfully through CRIAQES (Yu, 2019):

· Customer responsiveness in addressing their needs and preferences such as train station cleanliness, station toilets and drinking water installation 
· Innovation in delivering operation efficiency and offering new technology solutions to improve efficiency e.g. MTR Mobile app
· Agility in handling challenges and being flexible in managing crises i.e. the Shatin-Central link scandals
· Quality in delivering customer service standards and meeting performance pledges e.g. train punctuality and no delays 
· Efficiency in achieving cost-effectiveness in all operations,
· Speed or safety adherence at all times

MTR has done tremendous work in the HEAD domain and gained strong and positive performance results, sustaining its long-term competitive edge.  In the HEART domain, MTR has significantly differentiated itself from KCRC regarding leadership and creating the company's future vision.  In its 2022 annual report, MTR states its vision to be "an internationally recognised company that connects and grows communities with caring, innovative and sustainable services." To achieve this long-term vision, MTR has launched and implemented a new strategy - "Transforming the Future" - in 2020.  According to Abell's theory (2004), vision is a concrete idea of what an organisation should look and stand for in the future.  Vision is a driving force that holds the organisation together and ensures the whole system is geared towards common goals.  Vision also creates value for customers and differentiates itself from others.  On the other hand, strategy is the consolidation of clear decisions and investments the organisation will make to move towards the future vision.  A specific vision helps establish clear business priorities, social and environmental goals, and a commitment to maintaining company competitiveness, driving business sustainability, and developing a healthy and closely interrelated relationship with the communities.

In mid-2020, MTR set up a clearly defined purpose of "keeping cities moving" to further reposition and differentiate the company to a more fit-for-future organisation, with a solid Hong Kong Core business, steady growth in Mainland China, and potential growth engines internationally - the three pillars that help the company to stay agile and competitive in the fast-changing business environment.  In contrast, KCRC stated that the company does not involve any new railway projects or the operation of railway networks in 2022.  They have no significant capital cost, operation cost, or railway asset replacement expenditure.  KCRC's business remains a railway asset holder after the merger and enjoys a relatively steady income stream under the merger agreement.  The company does not have any intention to seek growth opportunities.

These two strategic approaches have shown a significant differentiation in leadership style, i.e., transformational or transactional leadership.  Some studies suggest that transformational leadership works best with development-focused organisations, while transactional leadership works best with economically oriented organisations (Pressentin, 2015).  Yao & Jiang (2008) found that organisations like KCRC that are more rules-based, transactional leadership would bring about higher performance than transformational leadership.  In contrast, transformational leadership would be more effective and successful in organisations like MTR that are driven by innovation and humanistic supportive culture.  Since transformational leaders connect, inspire, and motivate followers, they will adapt well to an innovation-driven, group information-sharing, and transparent communication culture. Under transformational leadership, staff engagement is normally higher and they show stronger ownership in dealing with  As indicated in the MTR CEO newsletter, the CEO often begins with the company's vision and positive notes on embracing the challenges in making the future happen.  KCRC CEO's newsletter was factual and informative, lacking inspiration for future growth. 

[bookmark: _Toc141479866]HAND approach

The "hand" metaphor refers to the competencies and knowledge management of MTR employees. Studies have shown that leadership management and skills transfer are essential for enhancing organizational agility through learning (Pressentin, 2015). However, developing a learning culture and implementing effective learning can be challenging due to organizational silos, resistance to change, and unclear or conflicting goals among different departments. Companies that invest in a learning and development culture and view learning as a strategic enabler will be agile in adapting to change, seeking innovative ways to achieve business goals, connecting and motivating people to reach their full potential, and encouraging the sharing of successes and transparent information, which can accelerate the learning curve. It is worth noting that people in a learning culture can adapt to changes when they are competent with the content and can align with organizational goals for productivity.

As a caring company, MTR strives to foster advancement and opportunities for its staff by investing heavily in their learning and development through comprehensive professional training programs. The MTR Academy, established in 2016, has become a global training and research hub for upholding world-class performance and creating success. It aims to become an internationally recognized railway management and engineering center of excellence academy. The academy trains railway talents and develops railway expertise and executives to advance service and operational excellence internationally. The training focuses on:

· Providing comprehensive training courses for railway operators and authorities
· Establishing a railway operator community to share management best practices, service, and operational excellence
· Offering accredited programs and short knowledge-based programs
· Partnering with railway operators, universities, and research institutes to conduct applied research

The MTR Academy offers a wide range of professional training curricula, including two advanced diploma programs in railway engineering and transport operations and management, one diploma program in transport studies, and a master's program in Electrical Engineering (Railway Systems). They also offer short courses designed for secondary school students, covering safety in railways, railway technology, and operations. A series of executive certificate programs in Asset Management, Railway Operations Management, and Operations and Engineering for Railway Service Provisions are designed to provide a comprehensive learning experience on excellence in railway operations for executives of railway operators, organizations, and authorities worldwide (MTR, 2023). With this learning culture, participants (both local and overseas) can learn, interact, and share experiences and learning together.  However, it is important to consider whether these programs and partnerships are truly effective in advancing service and operational excellence internationally. The company's focus on railway operations may also come at the expense of other important areas of development, such as environmental sustainability and social responsibility.

In addition, Human Resources Management plays a pivotal role in cultivating a growing and caring work environment to attract, recruit, and retain talent. MTR is committed to a performance-based pay review mechanism. KPI (Key Performance Indicator) goals and service pledges, such as service targets and performance, are clearly defined and stated on the company website. Performance evaluations are used to specify what needs to be achieved and what should be measured. This reinforces organizational fairness and ensures corporate citizenship. MTR offers competitive pay and benefits, short and long-term incentive schemes, and various career development opportunities.  However, the company's commitment to a performance-based pay review mechanism may incentivize employees to prioritize meeting KPI goals and service pledges over other important aspects of their work.  

It is noted that the voluntary staff turnover rate in Hong Kong is 7.5%, which is relatively lower than the Hong Kong average norm (10.5%).  It is unclear whether this is due to MTR's efforts to create a better and family-friendly workplace or if there are other factors at play.  However, the company is dedicated to creating a better and family-friendly workplace by organizing a series of well-being seminars, health living programs, family activities, and events to promote staff's all-around wellness and healthy living. Yearly staff engagement surveys are conducted to listen to staff opinions and formulate and implement follow-up actions to improve staff engagement.  While MTR's focus on learning and development and its efforts to create a better workplace for its employees are commendable, it is important to critically examine the effectiveness of these efforts and consider whether the company's priorities align with broader societal goals and values.

[bookmark: _Toc141479867]Conclusion:

In conclusion, this report has evaluated the factors that have contributed to MTR's success as a leading public transport operator using Abell's three-dimensional business model. The "Rail plus property" model has been a critical factor in MTR's success, as it has allowed the company to create sustainable business growth by leveraging its property assets to generate additional revenue streams. Another crucial factor is MTR's transformational leadership, which has helped to align the company's goals and create a sense of purpose for all employees. This has enabled the company to pursue its "Transforming the Future" goal and drive innovation and growth. MTR's robust learning and development culture is also essential for its future growth. By investing in knowledge management, expertise development, and talent management, MTR can accelerate its business growth and stay ahead of the competition. This commitment to learning and development has also helped to create a highly skilled and motivated workforce. As Yu (2022) suggests, synthesising the three domains (HEART, HEAD, and HAND) is crucial for effective and efficient organizational performance. MTR's focus on customer-centricity, innovation, and sustainability has enabled the company to achieve this synthesis and maintain its position as a leading public transport operator. MTR's success can be attributed to its unique business model, transformational leadership, robust learning and development culture, and commitment to customer-centricity, innovation, and sustainability. As MTR continues to expand and evolve, it will be important for the company to remain focused on these key factors and continue to adapt to meet its customers' and stakeholders' changing needs and expectations.
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