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A&D Insights: Executive summary

A&D companies are experiencing 
more pressure from more directions 
than ever before—on price, supply 
chain risk, the need to expand 
globally, the risks associated 
therewith and broader macro-
economic uncertainty. Alongside this, 
customers expect that innovation will 
continue while costs come down or 
are capped. Innovation is a must-have 
but can no longer come at any price. 
This convergence of pressures is 
leading to a change in programme 
management that moves it well 
beyond its traditional heartland  
of scheduling, progress tracking, 
managing risk and pressurising or 
sometimes penalising suppliers. 

How can companies respond to this 
convergence of pressures? In the past, 
companies would respond to pressure 
by majoring on excellence in one of 
solutions leadership, operational 
excellence or customer intimacy.  
But today’s environment means that 
excellence in one alone is not enough. 
Companies, and in turn their 
programme managers, need to be top 
of their game in all three. And they 
need to be able to deliver innovation 
and affordability in tandem.

We invited the senior executives  
we interviewed to identify the 
programme management attributes 
they feel are most important in the 

64% 
of the senior executives 
stressed the importance 
of innovation as a source 
of competitive advantage

A new intensity:
Programmes under pressure
Aerospace and defence companies face a new intensity in 
the delivery of their programmes. The need to be faster, 
fitter and lower cost while managing growing programme 
complexity goes with the territory. These are considerable 
challenges in their own right but they are being given a new 
intensity by the unprecedented environment in which 
today’s programmes are being delivered.



current and future environment. They 
painted a picture of a different kind of 
programme management mindset in 
which partnership, internationalism, 
inclusivity and innovation are as much 
to the fore as really good ‘get it out of 
the door’ programme management. 
For example, 64% of the senior 
executives we interviewed stressed 
the importance of innovation as a 
source of competitive advantage when 
asked to identify the most important 
aspects of their programme delivery 
strategy. They also emphasised the 
importance of being able to deliver 
programmes in a way that is much 
more strongly integrated into the 
customer, market and supply chain 
forces that are shaping the sector. 

There is a strong trend towards more 
inclusive partnering relationships 
with the supply base and with the 
customer. These partnerships are 
being used to co-define a product or 
service, share risk in the design and 
production cycle, enter new markets 
and deliver through-life services.  
This trend to greater inclusiveness  
is reflected in the greater emphasis 
being placed on joint ventures and 

partnerships in programme delivery 
strategies. Joint ventures and 
partnerships, alongside management 
of globalised supply chains and tight 
control of programme costs, were 
second only to the importance of 
innovation in the minds of the senior 
executives we interviewed.

Innovation, systems integration and 
affordability need to go hand in hand. 
In the competitive environment faced 
by A&D companies, it is not good 
enough just to wait to compete on 
contracts anymore. Instead, 
companies are bringing innovation 
into their business model to get really 
close to their customers and the 
supply chain to try to be ahead of what 
the market needs and wants. ‘Co-
creation’, where the customer has 
significant input to the end product 
through structured approaches, can 
result in a much closer match between 
budgets and requirements.

The downturn in western defence 
markets and the continued 
internationalisation of both the 
defence and the commercial sectors 
have accelerated the trend to greater 
globalisation of supply chains. But as 
supply chains extend so too does risk. 
More inclusive relationships across 
and down the supply chain can help 
manage these risks and ensure they 
are jointly identified and mitigated 
rather than debated and litigated. 

Such an intense and complex 
environment brings dangers. How  
can companies cut through this? Our 
discussions with senior executives, 
and our review of what they said, led 
us to identify the following things that 
companies need to make sure they 
get right:

Stay focused on your core 
Identify and understand what you 
do best and make sure that focus 
guides your key decisions. Just 
because the industry is heading in 
a certain direction, such as 
globalising the supply chain, 
doesn’t mean it is always best for 
you. A clear understanding of 
what you do best and what others 
do best is fundamental to your 
make-buy decisions. For example, 
there might be situations where 
you may need to co-locate design 
teams under one roof because 
certain capabilities are required 
from partners across the globe  
but the expertise for virtual 
management of complex tasks  
in a breakthrough technology  
does not currently exist within 
your organisation. You must know 
what you do well, focus on that, 
and measure performance. 



Companies are bringing innovation into their 
business model to get really close to the customer 
and try to be ahead of what they need and want.

Put an emphasis on  
co-creation and  
customer intimacy 
Develop relations with your 
customers and suppliers that are 
really tight, so that requirements 
are exactly understood, developed 
together and put at the heart of 
programme design and execution. 
Paying close attention to detailed 
design upfront and aligning it to 
customer requirements can go a 
long way to reducing programme 
profitability problems. Good 
customer intimacy can be used  
to pre-plan efficiencies across  
the programme lifecycle.

Get innovation and cost 
control working in tandem 
The previous ability of customers 
to tolerate price drift no longer 
exists. Companies will need to 
deliver more capability at lower 
cost, becoming adept at combining 
cost reduction strategies with 
‘innovation ready’ derivative 
platforms.

These overarching strategies in  
turn provide the context for the 
programme management approach 
needed to deliver future programme 
success. Programme managers will 
need to:

Look hard at systems 
integration  
Programmes generally stand  
or fall on how well companies 
succeed in managing an 
inherently complex network  
of interlocking platforms and 
technologies from different 
suppliers. Unless you can get 
integration of this jigsaw right, 
don’t make it even more complex 
by extending it further. If you 
can’t get it right, then maybe  
a greater degree of vertical 
integration is what is needed.

Put partnerships and JVs on 
firm foundations 
Have the right approach to 
culture, governance, contractual 
terms, transparency and create  
an environment where critical 
information flows when and 
where it is needed.

Develop real agility and 
speed in business processes 
Use this as a valuable 
differentiator, enabling 
adaptation to new products, 
services and markets in months 
not years.

Become world citizens in 
relationship management 
Build the skills and cultural 
outlook as programme leaders  
and within your team to manage 
global programme footprints and 
the partnerships that go with it. 

Develop the ‘softer  
skills’ needed to take a 
collaborative approach  
to supply chain risk 
Get good at sharing risk 
information, taking coordinated 
action to manage risks and being 
more open about vulnerabilities.

Finally, programme managers need 
great judgment. The importance of 
speed and agility means that it’s not 
always going to be possible to have 
100% of the data before making 
decisions. In such situations, good 
judgment based on sound experience 
and a focus on what the company 
knows and does best is everything. 
Companies that can move forward  
fast when maybe they only have a 
fraction of the data are going to gain a 
competitive edge. But such talent is in 
short supply and companies need to be 
good at recognising and developing it.
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About the report
As part of the A&D Insights 2012 report, PwC interviewed 28 senior executives from 23 leading 
Aerospace companies in Brazil, Canada, France, Germany, the United Kingdom and the United 
States. The combined sales revenues of the companies exceeded US$338 billion in 2011. The 
interviews took place in person between February 2012 and May 2012. Questions focused 
on programme management effectiveness and profitability as well as the impact of changing 
dynamics from market shifts and globalisation. The results of the interviews are supported  
by additional proprietary research, as well as analysis of publicly available information.  
The results are reported in US$ unless specified otherwise.
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