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LK It takes six million individual 
components, manufactured in 
over 30 countries by an estimat-

ed 500 suppliers, to build a single 
Boeing 747-8. The dependency 
on a complex supply chain, often 
spreads globally, in the Aerospace 
& Defence (A&D) manufacturing 
industry is a high-risk reality. This 
reality has far-reaching impacts 

on the costs and time to market, 
the most critical success factor  
in A&D. 

Some of the major issues faced 
by the aerospace manufacturing 
industry today that lead to cost 
escalation and reduce efficiency 
include long lead times, lack of 
collaboration between suppliers, 
costly raw materials and lack of 

skilled labour. Other problems 
include keeping up-to-date with 
emerging technologies, volatility 
of forecast demands, inaccurate 
pricing projections, geopolitical 
factors and even geo-environmen-
tal issues such as climate change 
and natural disasters.

Delays from one supplier af-
fect the entire operation down-
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stream. This was exemplified by the cases of Boe-
ing’s 787 Dreamliner and Airbus’s A350 XWB, 
which have been extensively covered by the media 
over the years.

Supply Chain Integration: Creating 
a Value Chain
Not so long ago, original equipment manufacturers 
(OEMs) sourced their components from a multi-lev-
el supply chain. Today, OEMs are reducing their 
dependency on an unstable supply chain model in 
favour of sourcing maximum number of parts from 
a Tier-I company, integrating the supply chain in 
the process. This way, they reduce the element of 
risk and significantly speed-up the delivery process. 
This reliance has led suppliers to step-up their com-
petitiveness to qualify as Tier-1 suppliers.

Benefits of supply chain integration include bet-
ter parts planning, which means visibility across 
the supply chain allowing companies to plan orders 
and stick to schedules. OEMs can consider materi-
al scarcity and market prices when ordering parts. 
Companies can tackle unexpected events, for in-
stance, last minute delays by suppliers. It also helps 
companies understand the status of every order as 
it moves along the supply chain, such as damages, 
which might not have been noticed until the parts 
arrived.

Benefits of Enterprise-Wide Collaboration
Like all other manufacturing sectors, the aerospace 
manufacturing sector must adapt & evolve. Suppli-
ers need to better understand the requirements of 
OEMs and, at the same time, be open to change to 
become more efficient in terms of delivering the 
final goods.

Enterprise-wide, or cross-organizational, collab-
oration creates greater flexibility. Implementation 
of effective and transformative end-to-end supply 
chain culture and solutions reduce time to market 
and satisfy client demand. A&D players adopt ver-
tical integration to gain control over critical pro-
cesses in the supply chain, creating an ‘extended 
enterprise’. Vertical integration helps companies 
reduce operating costs by eliminating supplier 
margin. It also provides them with the agility to re-
spond to changes in product specifications, as well 
as market demand promptly, further reducing cost 
overrun and delay. Risk-Sharing Partners (RSP) – or 

trusted Tier-1 suppliers – keep responsibility of the 
integrated product units and their processing, and 
deliver them to OEMs for the final assembly. 

Holistic Ecosystem is the Future
Right partners, smart procurement, logistics, ag-
ile operations, regulatory compliance, technolo-
gy and a better adapted workforce that constantly 
upgrade their skills are the important ingredients 
for advancing the integrated ecosystem. The full 
potential of the ecosystem can only be leveraged 
when the industry invests in developing these core 
strengths in a symbiotic environment.

Globally, Tier-1suppliers are already investing in 
and integrating multiple stages of the supply chain 
by providing facilities in one location, while utiliz-
ing technical expertise from partnerships all over 
the world. OEMs are increasingly turning towards 
India, as a preferred destination for parts manufac-
turing owing to the country’s competitive advan-
tage in terms of favourable geopolitical situation, 
large labour pool, resource abundance and cost 
competitiveness. The process of transformation has 
begun in India and there are encouraging signs of 
growth in A&D.

As the supply chain further integrates with more 
players adopting an integrated manufacturing eco-
system, it will result in faster time to market and 
the industry will experience collective growth. 

THE FULL POTENTIAL OF 
THE ECOSYSTEM CAN 
ONLY BE LEVERAGED 
WHEN THE INDUSTRY 
INVESTS IN DEVELOPING 
THESE CORE STRENGTHS 
IN A SYMBIOTIC 
ENVIRONMENT
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