
The Aircraft Manufacturing Industirv - Overview

international aircraft manufacturing operates within a three-tiered capability
hierarchy. Only a few firms have developed the designi and systems integration
competencies and marketing expertise which are necessary to compete successfully
ini the first tier of the industry as prime manufacturers. Accordingly, the world
market for large civil aircraft is principally served by Airbus, Boeing, and
McDonnell Douglas. These prime manufacturers rely on a larger network of
international second tier suppliers of proprietary aircraft subsystems and major
structural components. TI turri, the first and second tiers utilize a vast network of
third tier suppliers of parts and services. This study is directed at Canada's second
and third tiers ini their efforts to market systems, products and services to the Airbus
Consortium.

The world market for large civil aircraft is directly impacted by economic cycles,
world security issues, and goverriment policy and regulatory decisions. Primary
customers such as airliners and leasing companues are sophisticated purchasers,
which demand rigorous safety, quality, performance, and support requirements. The
major carriers also exert considerable buyer power and, therefore, tend to demand
price and financing concessions. Successful suppliers are sensitive to the pressures
placed on aircraft manufacturers by carriers. The aircraft manufacturing industry is
also characterized by its high financial and market risk, steep learning curves,
substantive economies of scale and scope, first mover advantages, and high technical
and financial barriers to.entry.

Grnvernments have nl1aved critical roles in orovidine direct and indirect suuDort due


