Malaysia is a single-source supplier of aircraft components in the world

Malaysia’s Standing as World-class Exporter of Aircraft Parts in Peril?
Few are aware that Malaysia is a world-class and single-source supplier of
aircraft parts and components in the world. The advent of COVID-19 may see
this position threatened. Fourth Leap’s Jamie Axel shares a conversation with
Naguib Mohd Nor, President of Malaysian Aerospace Industry Association.

In 2011, Malaysian Airlines Bhd (MAB), formerly known as Malaysian Airline
System (MAS) faced a disruption unlike any other in its corporate history, posting
a net loss of RM2.52 bil, due to rising operational costs and the presence of
low-cost carriers in the region. Premium airlines that were not heavily subsidised
in terms of fuel and expenses were struggling and this forced a considerable
turnaround for the company.
“Most airlines run on their own steam,” says Naguib. “As pressures mounted, MAB
was stuttering and for the first time. Eventually, a decision was made for MAB to
divest Malaysia Airlines Engineering (MAE) - which was one of the more profitable
aspects of the airline business. At one point, MAE wasn’t just maintaining its MAS
aircraft but also around 100 other airline customers, as a third-party service
provider.”
From earnings of 300 to 400 million a year and the 3rd largest MRO by manhours
globally, MAE became no more. During this disruption, many people in the aircraft
maintenance, repair and overhaul (MRO) industry left for jobs abroad, often with
higher pay. “There was a major diaspora of talent and that is a reflection of how
disruption could result in a loss of talent and capabilities in a short period. This is
what COVID-19 may potentially cause,” warns Naguib.

“Many are not aware that Malaysia is the single
source producer of major parts for Airbus. This
includes whole sections of the aircraft and Malaysia is
the only place in the world where it is made. When
Malaysia stops production, the world supply chain can
grind to a halt.”
Where we stand in the global aerospace ecosystem
“Many are not aware that Malaysia is the single source producer of major parts
for Airbus. This includes whole sections of the aircraft and Malaysia is the only
place in the world where it is made. When Malaysia stops production, the world
supply chain can grind to a halt.”
There is a close synergy between the Malaysian aviation industry and its supply
chain. Any company servicing the supply chain, whether in maintenance or
manufacturing of components is world-class by definition. As such, all services
and products adhere to international standards and are wholly exported.
COVID-19 and its fallout
“First and foremost, it disrupts our ability to operate. People can’t report to work
and because of that, we are not producing parts. Production is at a standstill, but
we’re still delivering parts produced earlier. In terms of logistics, we see an
increased in expenditure to ship parts to wherever it needs to be via sea-freight as
opposed to air-freight, during this crisis,” says Naguib.
Airlines, as service providers, are suffering due to low demands. Closure of airports
and curtailment of air travels are obvious reasons. While deliveries are differed,
orders are not. On the production side, there is a buffer of seven to nine years
within the aircraft manufacturing industry. Its business-to-business model ensures
that production continues, if and only if the supply chain continues to function.
“Air travel is intrinsically linked to the industry. If more restrictions are imposed, it
may take the airline industry two years to fully recover from this,” says Naguib.
However, he also mentions the importance of using this period to realign our
focus on Research and Skills and Capability development, and that much support
is needed in the process of recovery. Also, by focusing strategically on these, we
will put Malaysia in an advantageous position in the recovery phase of the
industry.
“At the moment, more needs to be done to ensure the health of the supply chain.
COVID-19 has revealed challenges that our nation face in dealing with such
complex crisis. The country is still one that is driven by the consumer and
commodities economy; thus, we remain unprepared for something as dramatic as
COVID-19.

“Malaysians do not fully appreciate the full breadth
of what it takes to build technology capabilities.
Technology is in people, not devices!”
“However, this pandemic wasn’t the singular source of disruption, but
merely a catalyst that winds the clock forward. The Fourth Industrial
Revolution was set to disrupt the way we operate and to address this,
we need an economy that’s fundamentally based on knowledge, not
on commodity,” stress Naguib.
“Malaysians are not fully aware of the full breadth of what it takes to
build technology capabilities. Technology is in people, not devices! A
prime example is how we often refer to the lack of soft skills
being the issue of graduate employability whereas the
problem is the lack of professional skills. This, for
example, is more a function of effective communication
rather than just the mastery of the grammar and
vocabulary of any particular language.”
“How do you build world-class people? That’s the
onus of our education system. The impact of
COVID-19 is going to be severe, but it is not too
late to change how we think.”
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