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Need for nore i ncentives to fuel aerospace industry
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THI NGS do not seemto be working in favour of the aerospace sector. Since
the launch of the National Aerospace Bl ueprint in 1997, the aerospace
sector does not seemto progress as fast as it shoul d.

It took four years since the |l aunch of the blueprint for the Ml aysi an
I ndustry- Gover nnent Group for Hi gh Technol ogy (M ght) to finalise
menber shi p of the Mal aysi an Aerospace Council. To be chaired by Prine
M nister Datuk Seri Dr Mahathir Mhamad and pl aced under the Chief
Secretary to the Governnent's office, it is expected to play a pivota
rol e in coordinating aerospace devel opnent i n Mal aysi a.

The private sector, too, took an equally long tine to get together. The
Mal aysi an Aerospace | ndustries Associ ati on was | aunched only | ast year
during the Langkawi I nternational Maritinme and Aerospace show. And, for
the first time this year, the association was included in the
International Trade and Industry Mnistry's annual trade and industry
di al ogue.

The excitenment about the i ndustry di ed down during the econonic crisis.
Now t hat the econony is on the path to recovery, it is about tine the
public and private sectors consi der | eapfroggi ng the devel opnent of the
sector.

Undoubt edl y, a nunber of new aerospace conpani es have been forned,

i ncluding those in partnership with Mal aysia Airlines and Nal uri Bhd, two
conpani es whi ch are dovetailing governnent efforts in the aerospace
sector. Its joint ventures include with world-class operators such as
Boei ng, CGeneral Electric, Honeywell, MIU and Hami | ton Sunstrand.

Mal aysia Airlines and Naluri are negotiating with several others.

The two conpani es estimated t hat when the projects mature, the potenti al
savings in forei gn exchange due to work being done in the country will be
RM250 million a year and the revenue generated fromexport sales, RML
billion a year.

But things are not as snooth-sailing as expected. For one thing, Naluri
cannot deliver land to the prospective foreign partners at the proposed
RMB00 mi | I'i on Subang I nternational Aviation and Aerospace Park (Sl AP) at
the Sul tan Abdul Aziz Shah International Airport.

On Tuesday, Business Tinmes reported that the I and whi ch had been
designated for SI AP has been given instead to Mal aysia Airports Bhd to be
devel oped into a world-standard convention centre. It is understood that
Nal uri, the devel oper of SI AP, had al ready obtai ned t he necessary
approvals from14 authorities to acquire the l and. Naluri had al so spent
sone RM700, 000 for, anmong ot hers, environmental inmpact assessnment for the
| and.

Wiile it is scouting for other possible sites for SIAP, Naluri is
fearful that it will not be abletoretainthe interest of its prospective
partners whi ch have agreed to set up facilities at the park

This fear is justified. Countries |like Indonesia, Thail and, Taiwan,
Sout h Korea, |ndia and China are aggressively courting the aerospace
pl ayers.

Early this nonth, Rolls-Royce told this newspaper that it is planning
for a ground-breaking cerenony of its SIAP facility at the end of the
year. It is hoped that due to the recent devel opnents, the UK aeroengi ne
maker will be alittle nore patient and defer its plans instead of
consi dering noving out of the country.



Land acquisitionis aconplicated matter. Naluri officials saidit would
take a mi ni mumof anot her six nonths for the conpany to acquire anot her
pl ot of land for the proposed park. And, it may be six nonths too | ate for
its prospective partners.

This aside, its prospective foreign partners - sone big nanes in the
aerospace industry - are worried over the red tape it has to deal with.

One company, which has been in operations in Ml aysia for the past five
years, lamented that it continues to be bogged down wi th unnecessary
paperwor k.

"W deal withlittle conponents and tiny parts which are used in our
overhaul activities. These conmponents and parts are brought into the
country, used in the engines that are brought into this country for
over haul , and shi pped out after the process i s done. These conponents and
parts are not used | ocally.

"Everytine we want to bring these parts in, we have to apply for
Cust ons' exenption. And we have to list every little one. Thisis a
t edi ous process. Half our tine is spent applying for exenptions and trying
to convince the Custons guys that we are not using these parts locally.

"Why can't they give us a bl anket exenption? This would certainly do
wonders. W can al so go ahead with our expansion plans to include a
| ogi stics and spares distribution centre,"” he said.

During the crisis, this particular conpany was not affected at all by
the downturn in the econony. In fact, it saw an annual growth of between
10 per cent and 15 per cent since it began operations in Ml aysia.

"Airlines inthe region realised the value of the currency. Instead of
sending their aircraft or engi nes outside (the region), they turned to
overhaul facilities closer to honme. W sawthe volune conming in," he said.

The Ml aysi an- Anerican joint venture said it is benefitting through
Mal aysia's political stability and racial harnony, affordabl e real estate
and readily-avail abl e natural resources and educated and skilled | abour
force.

He acknow edged that the Governnent al so adopts a busi ness-conduci ve
vi sion but he said "if the Governnent has a way to attract other players
inthe aviation sector, it would be hel pful as they woul d support the
exi sting aerospace comunity here.

"Wth little encouragenment (in terms of incentives), the country will
take along tine to play catch up (with the other countries)," he said.
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