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Executive Summary
Aerospace is one of the biggest, most important industries in the world, covering space, commercial, defence and the private aircraft sector. It employs hundreds of thousands of people, supports a global supply chain and is at the forefront of engineering technology. 
The major players in the market are Europe and the USA, with Airbus (Europe) and Boeing (USA) being the largest companies in the sector. The global supply chain provides people, parts and services to support an industry worth almost $1 trillion in 2018.
Historically, companies with geographic proximity to the major OEMs in Europe and the USA have been successful in securing lucrative contracts to provide their products.  Globalisation over the past 30 years has seen those emerging markets muscle in and offer cost incentives, which has caused several of the big OEMs and tier 1 suppliers to shift production and services in order to reap the benefits of comapritive advantage.  The landscape has changed significantly and caused a lot of companies to rethink strategy and business model to succeed in a competitive market.  With the advent of digitisation, that also brings new challenges and opens the market to groups not previously considered as part of the aerospace supply chain.
Global air travel is set to rise at an astounding pace over the next 20 years, meaning a significant rise in the number of new aircraft orders. Much of that growth will come from the Asia-Pacific region, with China ultimately taking over from the US as the largest domestic market for air travel in the world by around 2022.  
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IATA. (2017) A forecast of domestic air travel growth. 2036 Forecast Reveals Air Passengers Will Nearly Double to 7.8 Billion, graph.
The growth in air travel in the Asia-Pacific region will also mean a growth of the supply chain in that region. The specific services our company provides will face stiff competition, and the need to assess our capabilities and offerings is vital to ensure we can survive and thrive in this ever-changing environment.
Digitisation will play a big part in defining what we do as a business. From the existing services we provide to long term partners, to the new relationships we forge with entrants to the market, our service will need to optimise in order to stay relevant and competitive in the face of bigger, more agile companies.  
From the industry analysis used to assess the challenges and opportunities we see before us; this report aims to identify the opportunities within the market and look at how we better position ourselves to ensure continued success. 
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Glossary
AI – Artificial Intelligence 
A&D – Aerospace & Defence 

GDP – Gross Domestic Profit

IATA – International Air Transport Association

IMF – International Monetary Fund
ITAR – International Trade in Arms Regulations

OEM – Original Equipment Manufacturer
1 - Introduction
The aerospace sector is one of the largest industries in the world, supporting a global supply chain employing hundreds of thousands of people worldwide. This sector covers military, commercial, space and general aviation and is worth close to $1 trillion in 2018, according to AeroDynamic Advisory and Teal Group Corporation (Tealgroup.com, 2018).
This sector includes the overall activities in producing an aircraft and the in-service requirements following delivery. This covers the design, manufacture, assembly, testing, final delivery and the maintenance of those aircraft once in service with a customer.

The supply chain supporting this industry is a truly global operation and our company is a part of that. From the OEM right down to the manufacturer of detail parts to the service providers, our organisation plays a part and has an opportunity to add value in each of them.
Whilst we have a significant amount of opportunity in the sector, which is forecast to grow 4.1% this year (Lineberger, 2018), we also need to look at the factors in the market that limit those opportunities in order to better position ourselves for the challenges ahead.  With our company having been in business for over 50 years, the market has undoubtedly changed, and we’ve moved with it in order to remain competitive and relevant.  As a provider of engineering services to the aerospace industry, the expansion of the supply chain has allowed us to grow with it, expanding our operations and global footprint by supplying our services across the world.  The next development into the digital age will open the services market up to a completely new group of competitors, so the business model and strategy we currently employ, will need to change dramatically to ensure we remain competitive and achieve the objectives of the company. 
Through analysis of the market and knowledge of our organisation, this report aims to identify the current environmental forces and assess their impact on our organisation as we develop into the future.  It will also aim to address one of the key challenges affecting our business, which has also been identified by the IMF in the World Economic Outlook report; Slow growth in labour productivity combined with aging populations in developed countries and the rise in AI and robotics.
From the analysis in this report, the aim is to have a clear understanding of the micro and macro-economic issues and develop a clearer understanding of how our business can use this to make the right decisions for the future.
2 – The Current Market
Since the economic crash in 2007, which significantly impacted the OEMs and affected all levels of the supply chain, the last few years have seen a steady return to consistent growth, which has boosted the performance within the business and opened more opportunities. The graph below (Deloitte, 2017) clearly shows the effect of the crash on the number of aircraft orders, which is the key driver for growth in the sector.  With the crash came a drop in spending, which hit air travel and resulted in a fall in aircraft orders; production rates fall, the supply chain is hit hardest and the source of much of our business dried up.
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Deloitte. (2017) A History and forecast for large commercial aircraft orders and production. 2017 Global aerospace and defense sector outlook report, p. 6, graph.
By 2017 the industry had seen a vast improvement and air travel was up by 7% globally, within just two years from the 2015 figures (Iata.org, 2017).  The majority of that growth was as a result of the Asia-Pacific region, which had a 35% market share of air travel figures and saw an increase of 1.3 billion passengers, compared to 2015.  As we can see from a report by Deloitte (2017), the graph below shows the number of aircraft orders has reflected the growth in passenger numbers with a substantial and consistent improvement, forecasted through to 2035.

[image: image3.png]2,400

2,206
2,200 2151
2,098
2045
1,994
2,000

1,800

Aircraft uni

1,600

1,400

1,200

1,011

1397

1352
1,274
1,189

1360

1456 1452 1474

1511

1000{ 70 972

goo [ W NN NN N TN TN DN MM DN DN M D N mEM i mm i wu mie e mie e e e e e

2009

2010

2011

2012

2013

2014

2015
2016 €
2017 E
2018 E
2019E
2020
2021 €
2022
2023 E
2024
2025 €
2026 E:
2027 E:
2028 E:
2029 E:
2030
2031
2032E
2033 E
2034 E
2035 E




Deloitte. (2017) Aircraft production rates. 2017 Global aerospace and defense sector outlook report, p. 6, graph.
That growth in the Asia-Pacific region goes hand in hand with the expansion of business in those emerging economies.  A report written for IATA (2015, page ii) states that the rapid growth in aviation is generating high economic impacts and facilitating general growth in the Asia Pacific economies from the catalytic impact of increased global connectivity.  It is estimated that by 2030, air travel in the Asia-Pacific region will surpass Europe and the US combined and result in almost 34 million jobs (direct, indirect, induced, wider economic benefits) being generated at a value of $705 billion in GDP.
What that growth in aircraft orders means is a significant expansion of the global supply chain. These figures only relate to commercial aircraft orders; If we add in defence spending, which is forecast to grow 3.0% up to 2022 and pass $2 trillion, the number of opportunities for business growth within our organisation is significant.
Looking specifically at current regional markets, the majority of our business is carried out in Europe where we hold a significant share of the supply chain business across OEMs such as Airbus and Bombardier. Our key differentiator in the market is specific product knowledge, which has been gained over years of experience working with these companies. We’ve built up an absolute advantage over others in the market, with our highly qualified engineers carrying out skilled work for our customers. This has allowed us to build and maintain a healthy position in the market and generate the revenue needed to invest in our business to position ourselves for the future.
When we look at the threat of increased globalisation, that brings increased competition from companies in the emerging economies vying for our business, namely China and India. Lal (2017) reports that aerospace companies are keen to partner with Indian firms and suppliers to take advantage of low-cost production and services, which is a big lure to them. Defence analyst, Kakkar states:
“With the government opening up and providing increased opportunities to the private sector, many global and domestic players are collaborating with Indian entities and having joint ventures for manufacturing, engineering and design services” (Kakkar, 2017)
Following years of investment and development, India now has a wealth of talent, able to provide more complex support in both production of goods and services to the industry.  A thriving aerospace ecosystem is attracting all the major players in the market.  Airbus and Boeing are already well situated in India, having partnered with local companies like Hindustan Aeronautics Limited (HAL), TATA Industries and Cyient for both manufacturing and services.  Cyient are currently supporting several design-engineering projects for Boeing, providing design and stress support, which is a core business of ours.  In the coming months, Lockheed Martin expects to move large fabrication projects from its plant in the US to India and set up an engineering centre to enhance its research and innovation.
In addition to the Indian aerospace sector, which for the last 10 years has been steadily growing, we can also see emerging aerospace markets like China, who are working hard to create their own capabilities across a variety of A&D segments, most notably to enter the single aisle commercial jet market with the ARJ21 and C919 (Gates, 2016).  China is projected to become the largest aviation market in the world by 2024, with all their aircraft having to be bought from the US (Boeing) or Europe (Airbus).  The prediction from Boeing (2017) is that China will purchase $1.1 trillion worth of new jets by 2036.  For the world’s second largest economy, their aerospace capability is far behind where it should be and leads to a very one-sided trade. Moreshead (2018) reports that last year, China’s President Xi outlined his “Made in China 2025” initiative, which is likely to speed up China’s progression in the aerospace industry, improving research, capability and growth prospects across the whole sector.
With this shift away from the traditionally European and US held expertise, the threat to our business is as significant as the size of the opportunity.  OEMs and others in the supply chain are seeing the comparative advantages they can gain from these emerging markets and are quickly moving parts of their business across, in order to reap the benefits.
Following an escalation of trade sanctions between the US and China in recent months, uncertainty in the market may spread throughout the supply chain and provided a temporary barrier to companies looking to move business east.  As an organisation primarily located in Europe, that can only benefit us. But, with a seemingly global proliferation of protectionism, it may not be long before we are also affected.
In March 2018, US President Trump imposed new tariffs on Aluminium and Steel products from Europe, as well as others.  These tariffs imposed a 25% surcharge on steel and 10% on Aluminium – two of the raw materials used heavily in the aerospace industry.  Not only did this put tremendous strain on the global supply chain supporting the aerospace industry, it also resulted in threats of retaliatory tariffs and heightens the trans-Atlantic trade relations.  
Whilst not currently affecting the services sector that our company provides, escalations of trans-Atlantic tensions could have further reaching negative consequences for the global supply chain and all who depend on it.
By carrying out a simple PESTEL analysis on our business in the current economic climate, it highlights the threats and benefits of some of the environmental forces, which impact the business.  By doing so, we can further assess specific opportunities and defensive measures we need to take as an organisation to ensure a strong position in future endeavours.

	 
	Benefit
	Threat

	Political
	- Increase in defence spending as a result of heightened political tensions between Russia and Europe/US.
- Tight regulation on the industry, resulting in increased safety regulations and more innovation for new designs.
	- Escalation of potential trade wars between China and the US (two largest economies in the world).
- Conversely, supply chain has seen deregulation which has led to increased competition and lower prices/margins for existing businesses.

	Economic
	- The aerospace industry supports a global supply chain providing jobs for hundreds of thousands of people across the world. 
- Growing supply chain globally offers significant opportunities for the services sector supporting aerospace
	- Low-cost labour in emerging markets threatening the provision of our engineering services business.
- Fluctuations in oil prices risk travel cost, passenger numbers and ultimately influence aircraft orders.

	Social
	- Growth in air travel demand through globalisation increases market size.
- Expectation of service with air travel drives innovation in cabin design and in-flight services. Huge growth in companies providing cabin engineering. 
	- Increase in levels of education in the emerging markets grow the capability of our competitors.
- Businesses favouring improved communication methods for meetings, rather than using air travel.

	Technology
	- Opportunities for growth and implementation of new technologies with our customers that is not yet used in the aerospace market.
- Cost saving opportunities within our business through digital optimisation of existing services (Big Data, Virtual Manufacturing, Augmented Reality, Digital Twin). 
	Services market opened to newcomers like Google, who can squeeze weaker players out of an already competitive market.
- Huge investment required in order to stay ahead of the technology.
- Engineering companies headed by people who aren't in touch with digital.
- Threat of cyber-attacks on the industry could have catastrophic consequences.

	Environmental
	- Increased business opportunities through research for new innovations to cut carbon generated through air travel.
	- Tariffs on air travel as a result of environmental regulations.
- Social responsibility over carbon emissions threaten growth in the market.

	Legal
	· - Export control legislation generates a    new sub-sector within the industry, creating many jobs.
	- Compliance to new regulations governing manufacturing, services, trade and flight.


3 – Business Challenges
The organisation we manage today is solely built around the provision of engineering services to the aerospace industry.  With unprecedented growth forecasts over the next 25 years across the entire sector, we must look at the potential challenges faced to ensure successful strategy is implemented.  The demand on suppliers to ensure increased quality, security, efficiency and cost puts great strain on an already stretched system, however, the returns for business in this lucrative sector make those challenges worth facing.
Over the past few years, OEMs have shifted their focus to final assembly of the aircraft and pushed most of the manufacture out to suppliers. Although this presents numerous opportunities, OEMs have also looked to rationalise their supply chains in order to reduce risk, improve quality and ensure transfer of intellectual property is minimised.  In addition, contractual costs are often fixed for longer periods to ensure business certainty.  The challenge that this rationalisation presents is increased competition in the market and a greater burden of risk placed on the supply chain.  The chart below (Wyman and Carpenter, n.d.) displays that with each evolution of the product by the OEM, the supply base is cut significantly.
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Wyman and Carpenter (n.d.). Number of suppliers for different aircraft models. Challenges for European Aerospace Suppliers, page 6.
As we’ve seen within the last 2 years, consolidation and rationalisation has played a big part in forming today’s aerospace supply chain.  Following the OEM trend, the supply chain is quickly changing to position itself for the demand.  The shift has seen several mergers in recent years, with companies looking to combine forces to look for cost, process and technology optimisations. Recent acquisitions by Safran and United Technologies Corporation now see them as two of the biggest suppliers in the aerospace market, providing engines, interiors, landing gears and systems, through acquisitions of smaller companies in the market.  UTC, already the biggest supplier of aerospace parts in the world, recently acquired Rockwell Collins for $30 billion, taking their aviation sales revenues to $68 billion per year (Insinna, 2018).  
One of the key areas that the OEMs are focusing on is cost; lower fares demanded by the consumer are putting pressure on the airlines to buy aircraft at lower cost. These demands are generally passed down through the supply chain to ensure the top-level margins are maintained. In addition to the cheaper aircraft costs, customers and airlines are demanding newer technology, more comfort and additional services, which requires significant investment.  Those pressures are fuelling the rise in the number of companies looking to join forces. Smaller companies in the market have less capital to invest in technology or opportunity to reduce cost through economies of scale.  Merging with another company allows them to access different markets for revenue opportunities that may have previously been inaccessible.  It can also allow for internal streamlining of processes to save cost and give it the stability it needs to face the challenge.  
Given that our company operates in an environment where mergers are becoming more prevalent, we can look at Porter’s five forces in understanding the competitiveness in the environment.
	1. Threat of new entrants

	Aerospace manufacturing and supply chain industries are generally well established and with significant investment and start-up costs, it can be restrictive for new business.  Complex regulations and quality requirements mean that threats to established manufacturers is low. 
When we look at the service industry, in recent years it's opened up to big players in the digital market like Capgemini and Accenture, who pose a significant threat to our current business. What they lack is aerospace knowledge, but with their buying power, recruitment of talent shouldn't be a major barrier if their goal is to grow.


	2. Bargaining Power of Suppliers

	Typically, suppliers do not have a strong bargaining power in the aerospace industry. A global supply chain and numerous companies means that that it's a buyer's market, with suppliers competing for market share.
Following the acquisitions over the recent years, supplier power is growing, with two or three main suppliers (UTC, GE, Safran) owning the greatest share of the market. The balance of power is shifting towards the suppliers.  
In addition, various forms of lobbying take place between airlines and national government to influence aircraft sales. As an example, Airbus reached a deal with the Chinese to build a final assembly line, creating Chinese jobs in order to boost sales in the region, which can be considered as supplier bargaining power on the part of the Chinese.  

	3. Bargaining Power of Buyers

	Buyer power is strong in the market. OEMs, namely Airbus and Boeing have the duopoly in the industry, able to control prices when buying parts and products from their suppliers.
Buyers of the aircraft from the OEMs also have strong buyer power, able to leverage huge discounts on aircraft list prices. Cameron (2017) reports that carriers buying large numbers of single-aisle planes can secure discounts of more than 60% off Boeing’s and Airbus’s advertised list prices


	4. Threat of Substitute Products/Services

	Substitute products in the airline industry is not likely. At the top level of aircraft, there are two main players; Airbus and Boeing. Given the years of development, it's not realistic. As we move down the supply chain, substitutes for various sub assemblies, systems and equipment increase. Engines, for example, have Rolls Royce producing options who compete with GE and Pratt & Whitney for business. Landing gears can be supplied by Safran, who are in competition with Goodrich and Liebherr.
Going down to the service provider level where we sit, there are numerous providers offering the same service. 


	5. Intensity of Rivalry among Competitors

	With heavy regulation in the aerospace industry, product lines tend to have very little differentiation between that of a competitor, which drives the intensity of rivalry.  
At the highest level with aircraft sales, Airbus and Boeing a constantly battling for supremacy and vying for every order. As reported by Leahy (2017), Airbus has 53% of net order to Boeing's 47% and refers to them having ‘won the battle’ for 9 of the past 10 years.


Looking at the micro-economic factors affecting our business, the challenges we face with new entrants’ results in more focus on cost and optimisations to ensure we remain competitive.  Increased competition and globalisation also has significant impacts on local resourcing issues. 

Historically, we’ve been one of the main service providers in a local market around the OEM. This has allowed us to gain healthy market share and build capability, whilst remaining unchallenged. Without credible competition, our costs have been able to rise, providing healthy revenue growth. Those unchallenged costs now cause potential risks around value for money with our customers.
To evaluate optimisations or cost savings, we need to identify how the cost of our services are generated.  For us to provide the services we do, we must have a structure in place that can ensure the complete management of a technical package of aerospace work. That would involve a knowledgeable Business Development team with strong industry connections to win the business, a HR and recruitment team to ensure we adequately size the business to deliver, planners and project managers to control the timescales and deliverables, highly qualified engineers to do the work, a Chief Engineer to take overall responsibility for technical governance, a quality organisation to assess the work before submission and ensure standards are met (ISO9001, or AS9001 for aerospace) and various other support functions to manage payroll, budgets, legal, communication and administration. 
As well as the people to support the work, we also need to factor in building costs, IT, insurance, travel, marketing, business taxes, staff development and other benefits normally afforded to employees of an organisation. All these combined result in significant overheads to the business, which must be covered in the project costing.

Within the service offerings we provide, there are differences where we can manipulate the price to reflect the level of risk our business faces.  As an example, a fixed price contract to deliver a package of design work for a new fuel system on a commercial aircraft presents significant risk and huge investment in both resource and testing to meet the stringent safety regulations.  With this level of risk, our margins would need to be significantly higher than if we were just supplying resource, in a staffing type model.  Commercial liabilities in the aerospace industry can always be a major factor when it comes to contract negotiation, so pricing of the work needs to reflect these contractual risks, as the penalties for failure to deliver can quite easily put a company out of business.
During the development of the Boeing 787 Dreamliner, Anselmo (2009) reports that the late delivery penalties cost Boeing up to $5.1 billion dollars and a delay in delivery of almost two and half years.  Airbus faced similar delivery delays with the A380 and the A350.  With such reliance on the supply chain in the development of these projects, the risk is generally passed down and results in significant penalties if delivery is affected.  
The last four to five years has seen a reduction in work through the supply chain. The massive investments made by Airbus and Boeing in the development of the A380, A350 and the 787 for Boeing has hit them both financially.  As outlined by Hepher (2017), the cost of development of the A380 was in the region of €11 billion and after just 10 years in service, the demand has fallen with talks of ending the program.  The result is now that these companies are wary of making these large investments without fully understanding the market and what the other is planning.
With the lack of any new design and development, the supply chain has been battling for smaller, incremental development projects, which have ultimately affected the price of services across the industry.  Whilst capability and competence within our organisation has remained, the price reductions forced by competitors has resulted in lower revenue and margins, which in turn has meant lower investment capital available for development of resource and technology.  Where we’ve had healthy margins before, the past few years have seen lower growth and even recession in some areas of the business.  Fortunately, that trend is reversing, and growth forecasts are looking more positive for the coming years.
Looking specifically at resource, there are several challenges to face relating to local talent acquisition and global competence of the workforce.  Increased competition in local markets and the lack of significant projects over the past few years has driven costs down, which has ultimately reduced margins and available offers to individuals. When we look at positioning for future demand, workforce capability is an issue we need to address, with many new technologies at an early stage of development. The following illustration shows how new digital technologies are creating talent challenges for aerospace organisations.
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Maiti (2017). How digital technologies will impact business challenges. page 5.
Almost all the new digital technologies expected to be implemented in aerospace over the coming years are shown as having a high impact on both supply chain and managing talent. It’s widely recognised within the industry that automation and digitisation are likely to change the types of available roles significantly. “About 25,000 jobs at airlines, an estimated 12,000 at airports and roughly 4,000 at aircraft manufacturers will be displaced by increased digitalisation.” This could be offset by the creation of more than 650,000 jobs in digital by 2025, but with the difference in skillset required, it’s unlikely to help the affected workers who become displaced by this change (World Economic Forum & Accenture, 2017).
The IMF identified the issue of slow growth in labour productivity combined with ageing populations in developed countries and the rise in AI and robotics in the World Economic Outlook report.  What we currently see in the aerospace market backs that statement up.  A high risk in our current organisation is the average age of employees, which are getting closer to retirement age.  Without structured succession plans in place, the challenge is the transfer of knowledge between key engineering personnel and the new wave of employees set to lead the company. We see challenges with attracting and retaining talent capable of integrating digital technology into the business due to intense competition from commercial technology companies. With the growth in digitisation comes the need for new technology to support the transition. Investment in new factories, machinery and materials will result in huge development costs but the need for a workforce who understand that new technology is going to be a huge challenge for the industry. 
Supporting a transition of workforce by re-skilling existing employees or forming partnerships with training institutions will go some way to fulfilling the needs, but a more robust strategy needs to be defined to ensure we can compete in this new market space.
The following SWOT analysis has been carried out on the issues discussed in this section to look at how we take the findings and implement strategy to overcome these challenges and look at opportunities for future business growth.

4 – Growth Opportunities
The three main growth opportunities identified in the analysis show some promising potential for business in the coming years. Asia-Pacific growth, Increased defence spending and Digitisation will result in a significant upward trend in work across the supply chain.

Industry figures are predicting growth forecasts at unprecedented rates over the next 25 years; Airbus and Boeing have full order books, with a total backlog of over 13,300 aircraft - enough to keep them busy for another 10 years (Defence-aerospace, 2018). With increasing reliance on the global supply chain to deliver that target, growth and long-term order certainty will create numerous opportunities for our organisation in providing services around the delivery of engineering services and work packages.

Asia-Pacific growth is set to increase rapidly, with China forecast to have the largest number of annual domestic passenger journeys at almost 1.5 billion by 2036.  That paired with the huge forecast in aircraft needs over the coming years means that any business strategy needs to pay close attention to development in that region.
By 2036, China, India and Indonesia are forecast to make up 3 of the top 4 domestic passenger numbers with the US. China are developing production of its own commercial aircraft and India have a huge services sector supporting manufacturing and development for major OEMs.  Industry figures for the Asia-Pacific region shows a net profit of $10.4 billion dollars forecast in 2019 (IATA, 2018), which makes up almost a third of the global total with only the US in front.

Growth opportunities for our business need to focus on that region; increasing offload of lower level engineering packages to our Indian office to benefit from cost savings can help offset higher cost of labour in Europe and the US. Offload would also provide increased access to qualified resource and offer capacity increase both overseas and locally, as key experts can shift low level tasks and concentrate on more complex, high revenue, high margin work.

Increased defence spending will provide some regional market stability in terms of jobs and investment. Restrictions on foreign nationals (ITAR) working on defence projects will go some way to ensure each region will retain work share.  
Defence spending reported by Deloitte (2017) across the top 25 military spending nations in 2015 was at $1.76 trillion. Trump’s election to the Whitehouse has also seen commitments to increase defence budgets and will likely see an increase in spending. Rising global tensions in the Middle East, eastern Europe and the South China Seas is resulting in increased defence spending for the purchase of more modern military equipment.
Our global footprint, with offices and local staff across the world puts us in a strong position where we can take advantage of the defence market in every country we sit. Expertise in engineering services on several projects give our company the competitive advantage where we can scale our support across various regions.
Digitisation is a challenge for all but with challenge comes opportunity.  Investment in digital is high on the list for almost every aerospace company, ensuring optimisation and automation commitments are realised to hit cost targets imposed by OEMs.  Strengths within our business are the intimate knowledge we have of the customer, gained through years of existing relationships.
As with many global organisations, one of our weaknesses is the size of the company, which means large overheads and the lack of business agility to deal with the ever-changing customer requests.  Digitisation offers the potential to provide automation to reduce overheads, process improvements and technology optimisations to provide the business agility.

Investment in a digital team, with a clear focus to create digital strategy can transform some of our weaknesses into opportunities and deter the threats from emerging markets and obsolescence of our existing services.

9 - Conclusion

The aerospace market is in a period of growth with the rise in the number of aircraft sold, which is leading to an expansion across the global supply chain.  Traditionally, aerospace has been the domain of more developed economies like Europe and America. The increased globalisation over the last 30 years has seen much of that business move east to take advantage of cheaper production of goods and services, which have had a significant effect on our business and other European suppliers.
In a market that’s developing rapidly with a key need for new technology, our company is in a strong position to develop on our knowledge and experience to be at the forefront of digital offerings and new technology in the industry. Low complexity engineering support, once a good source of revenue, is unlikely to be done in Europe and the need to diversify is crucial to ensure long-term business success.
The company strategy needs to focus on high-end services, aircraft architecture, development of new technology and digitisation.  With increasing pressure on the global supply chain, technology advancements and supply chain management incentives will need to be a key part of our offerings to gain absolute advantage over emerging markets in the sector.
In parallel, we need to look at acquisitions of Asia-Pacific based companies in the supply chain to ensure we secure a place in the rapidly growing regional market. The short-term benefit being a share in the current demand for low cost services, using local labour in the region and supported by our knowledge of the technology, market and customers. The longer-term benefits being the establishment of an Asia-Pacific base to take advantage of the huge growth potential in that region through air travel and increased demand for lower cost products and services, driven from the European and American markets.
The growth forecasts for the global aerospace market all points towards a rapid expansion of the Asia-Pacific region in both air travel and manufacturing supply chain, so it is essential that any business wanting to ensure future success needs to have a plan to succeed in that region.
In addition to those areas of focus, developing a pool of talent capable of moving the company into the future, with the growing demands on innovation is essential.  Maintaining advantage over our competitors will require a digitally competent team with the ability to deliver the key technological innovations to set us apart from our competitors.
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Intimate knowledge of customer and their processes through years of support


Strong technical capability


Diverse skills and services to offer through our partners and subsidiaries


Global footprint able to serve global clients in multiple locations


Ability to work across commercial, defence, space and private sectors


Offices in India and Romania to take advantage of low-cost options








Larger business structure than competitors, which generates significantly more overheads and reduces competitiveness


Global presence requires significant cost to manage regulatory conformance and people across the organisation


Lack of business agility due to size of organisation�








Rapid Asia-Pacific aerospace growth to generate vast amount of jobs and business


Defence spending up, bringing more opportunities to the market


Digitisation provides opportunity to enhance our current offers and optimise our own operation, which can generate cost savings and better margins


Increased regulation generates more opportunities through R&D





Emerging markets opening low cost alternatives


Increased legislation generating more investment cost


Digitisation bringing in technology which will make our existing services obsolete


Protectionism creating trade barriers within the supply chain, which results in higher cost and loss of business


Legal challenges from OEMs trying to recoup costs on late delivery
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