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Not since 9/11 — when the 
widespread installation of 
reinforced cockpit doors became 

a symbol of the heightened standards 
for the Maintenance, Repair and 
Overhaul (MRO) industry — has the 
aviation sector faced so many financial 
and logistical challenges.

The 2007-09 global monetary meltdown 
and, more recently, erupting regional 
political conflicts and fuel-price spikes 
have forced many company leaders to 
adjust their thinking to meet evolving 

customer demands and compete more 
effectively for market share.

How are business managers adapting 
to today’s new market environment and 
what do they see for the future? Those 
were among the questions we recently 
asked seven executives, to get a better 
understanding of the health of the MRO 
arena. Aviation Maintenance magazine 
conducted an exclusive roundtable 
interview of key decision-makers 
representing major industry players 
around the world.

Although 2010 was a bounce-back year 
for many MROs, challenges still exist. 
For a snapshot of opinions, AM spoke to 
Jose Luis Quirós, vice president, Iberia 
Maintenance; Luiz Hamilton Lima, vice 
president, Embraer; Ed Dolanski, chief 
operating officer, Aviall; Ismail Demir, 
chief executive officer, Turkish Technic; 
Jorge Sobral, executive board, TAP 
Maintenance & Engineering; Brian Howell, 
vice president, Hawker Beechcraft; and 
Dave Kvasnicka, president, Aviation 
Component Solutions.

Here’s what they had to say:

How would you characterize 
the current business climate?

Lima: The airline market worldwide is 
starting to recover from the economic 
downturn, but is still very unstable. 
Recent increases in oil prices and political 
unrest in the Middle East are major 
concerns. Competition is increasing 
worldwide as more companies try to 
enter the marketplace.

Demir: The global downturn did not 
affect everybody equally. It was strongly 
felt in Europe and North America. My 
region, Turkey, did not feel the full impact 
of the crisis in aviation. Overall, after 
a difficult 2009 and 2010, the airline 
industry is in a cyclical recovery. Operator 
airlines are picking up, which should 
benefit the MRO sector, which tends to 
lag other areas of the aviation market.

Sobral: As Ismail said, MROs follow 
the rest of the airline industry. Different 
parts of the world reacted differently 
to the downturn. While South America 

The Challenges 
and Opportunities

Executive 
Roundtable

From the trends 
of the recent past, 
our interviewees 
extrapolate as to what 
our sector can expect 
in the coming months.
BY PAUL LOMBINO
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was hardly touched by the crisis, Europe 
and the United States were hit hard. 
But recovery in the States is much faster 
today than overseas. 

Howell: The business-jet marketplace 
is starting to come around led by larger 
aircraft and utility-type applications. We 
see significant movement in government 
special missions-type apps all over the 
world and have special niche products that 
are starting to see fairly good growth.

Kvasnicka: Our business is to supply folks who 
repair components and accessories for large 
commercial aircraft. So our customers are 
major airlines that do their own maintenance 
as well as repair stations that support them. 
We’re seeing the beginnings of some recovery 
in certain areas of the world. Asia has been 
relatively strong, but there’s still some softness 
in North America and Europe. 

Was there any core 
management decision that 
helped your company get past 
the downturn?

Quirós: As commercial aviation suffered 
over the past two years, Iberia had to 
become more flexible to adjust to shifting 
market opportunities. 

Lima: Embraer made adjustments to 
its workforce capacity and overall cost 
structure in order to match a reduction in 
demand on the world airline market. 

Dolanski: During the economic downturn, 
many companies cut inventories to save 
money. Aviall didn’t. We made a conscious 
decision to maintain high inventory even 
though customer demand and supplier 
capacity fluctuated. Our mission was to 
be a rock-solid source for critical parts 

through thick and thin. The idea was to 
help cushion our OEM suppliers from the 
sudden drop in demand and ensure that 
our customers would have ready access to 
parts once the recovery began.

At the time, that was a risky 
management decision because there was 
no guarantee the market would come 
back. We worked diligently on process 
improvements both internally and with our 
suppliers to help control operating costs. 
We rolled out a brand-new website for our 
customers in early 2010 and continue to 
add features and functionality to it this year.  

Demir: Today, cost is the number-one 
priority for airline operators in choosing an 
MRO. As a service provider, Turkish Technic 
has had to adjust pricing to reflect the lower 
demand of customers, some of whom have 
actually had difficulty making payments. This 
has caused us to get leaner and look at our 
own financial structure in a more critical way. 

Howell: From Hawker Beechcraft’s 
perspective, two things we’ve done over the 
past 18 to 24 months is invest in technology 
and focus more on the STC [Supplemental 
Type Certificate] aftermarket, which we 
had long ignored. STC is a market with 
over 37,000 fielded aircraft. These existing 
airplanes can seek avionic modifications and 
enhancements, providing a source of revenue 
when new aircraft production is slow.

Keep in mind, too, that the military 
market behaved very differently from than 
civil aviation market. Hawker Beechcraft 
has a successful government business, 
which did not slow down at all. We build 
and maintain all of the T-6 Texans, single-
engine U.S. fighter-trainer aircraft.

We’ve designed and are bringing to 
market an attack version of the AT-6 for our 
special missions business – for ambulance, 
surveillance or reconnaissance. That has 

been a huge pick-up for us in areas from 
Morocco, to Saudi Arabia to Colombia. In 
2009, we delivered over 20 King Air 350s 
for reconnaissance in Iraq and Afghanistan.

One disturbing trend has been that 
private aircraft have come to be viewed 
as a luxury item as opposed to a standard 
business tool. That perception is still 
something we’re working to overcome in 
certain parts of the world. 

Kvasnicka: ACS’s business is 100 percent 
focused on the commercial aftermarket. 
Spare parts suppliers have intensified price 
competition over the last two years. During 
that time, the biggest thing we’ve done 
is to redouble our efforts to reduce price 
by better managing the direct costs of our 
product and indirect administrative costs. 
Some companies are more susceptible to 
downsizing than others.

Most stable are OEMs like Honeywell, 
Ham Sundstrand, Eaton, and Parker due to 
the sheer scale of their operations. More 
susceptible players include component MRO 
providers, PMA suppliers like ourselves, 
and distributors, all of which face tough 
competition across all product lines. In the 
commercial marketplace, the guys that 
do best when times are tough are those 
positioned as low-cost providers with the 
capabilities to offer superior customer service. 

What current events worry you 
most about the future? 

Kvasnicka: The success of the MRO 
business is dependent on the health of 
the entire airline industry. What keeps me 
awake at night is the cost of fuel, typically 
the biggest part of an airliner’s cost 
structure. Higher fuel prices trigger higher 
airfares, which dampen the amount of 
flying. Less flying means less maintenance 
activity and fewer parts needed. 

Executive 
Roundtable

Once these multiple crises settle 
down, I think you’re going to 

see a hunger for airline growth.
- ISMAIL DEMIR CHIEF EXECUTIVE OFFICER, TURKISH TECHNIC

Diversification, creative product 
development, effective cash-

flow management and customer loyalty are 
keys to surviving any economic downturn.

- LUIZ HAMILTON LIMA VICE PRESIDENT, EMBRAER
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Lima: Yes, increases in oil prices to over 
$100 per barrel are a concern.

Quirós: Because OEMs are facing the 
effect of lower business margins, this 
could impair demand for MRO after-
sales services.

Sobral: And the spreading Mideast conflict 
will have an impact on the recovery. 

Demir: To all those cautions, the IATA 
[International Air Transport Association] 
recently downgraded the airline industry’s 
2011 profit outlook to $8.6 billion from 
an estimated $9.1 billion last December. 
A weak dollar and strong euro also adds 
uncertainties surrounding exchange 
rates. But once these multiple crises 
settle down, I think you’re going to see a 
hunger for airline growth.

Let’s switch gears. What new 
technologies excite you? 

Howell: We’ve made significant 
investments in composite technology, 
an area that differentiates us from our 
competition in the manufacture of aircraft. 
We’re proud to have recently built two 
airplanes out of carbon-fiber composite 
materials — the same technology Boeing 
uses on its 787. Carbon fiber is much 
stronger than aluminum with significant 
weight benefits. We’ll continue to look at 
composite technologies as a way to reduce 
airplane weight and enhance performance. 

Kvasnicka: First and foremost we’re an 
engineering firm, so we’re investing in 
new technologies that support product 
development activities. Compared to just 
five years ago, the inspection equipment, 
measuring machines and optical scanners on 
the market today have made great strides 
and help us do a more effective job. 

Lima: We are in the process of 
implementing state-of-the-art tools to our 
aircraft in the areas of prognostics and 
health management, structured health 

monitoring, and real-time monitoring of 
aircraft condition.

Demir: To increase our volume of engine 
repairs, we’re using more sophisticated 
detection devices and robots. We’re using 
new coatings and materials to improve 
engine maintenance.

What new regulations do you 
see coming down the runway? 

Demir: Fuel-carbon emission regulations 
are getting stricter. I think this is going 
to affect our industry in a positive sense 
because tighter rules will reward the 
better players in the market. 

Kvasnicka: We’re a highly regulated industry 
with the FAA, IASA and other foreign civil 
aviation authorities looking for ways to make 
flying safer and more reliable. Although 
regulations can make it a little tougher on 
parts suppliers, we certainly support those 
activities. Fortunately, the regulatory process 
is very deliberative, sometimes taking years 
before a law goes into effect.

Generally, that gives us time to plan and 
implement our compliance strategies. Our 
approach is to stay ahead of the regulatory 
process. That said, I am concerned about the 
additional taxes and fees that airline passengers 
have to pay. Germany recently passed a new 
green tax on takeoffs and landings that could 
have a negative impact on flying activities. 

Howell: To follow up on that, there’s a bill 
circulating Congress that, if passed, could 
force single-engine pilots to pay the same 
fees as 737s in certain airports. Such onerous 
fees could hurt the single-engine, dual-piston 
market because of the rising cost of aircraft 
operation. It’s not the direction we want to go.

Lima: There are new regulations that have a 
direct impact our customers’ operation such 
as IP-44, Part 26 and CASS – Continuous 
Analysis and Surveillance System. These 
rules could require OEMs to seek additional 
support and services, which could serve as a 
boost to our business.

Do you anticipate further 
mergers and acquisitions? 

Sobral: I think the [M&A] trend is going to 
continue for a long time.

Quirós: A personal example would be the 
merger of IB and BA. [Iberia and British 
Airways consolidated in November 2010.] 
Volume and critical mass have become more 
relevant than ever for MROs to survive.

Demir: The recession forced several MROs to 
declare bankruptcy or put them in a difficult 
operating position. So yes, I expect the trend 
in joint ventures to continue, especially for 
companies in the U.S. and China, which still 
has relatively low production costs. OEMs will 
do the same thing. 

Kvasnicka: In fact, ACS is looking to 
become one of those consolidators. 
We’re actively looking at acquisition 
candidates. Our segment of the industry, 
PMA parts, has a lot of opportunity for 
consolidation. There are many synergy 
opportunities because these companies 
are very scalable.

Howell: In the general aviation segment, 
we’ve seen partnership models where 
two companies have wanted to make a 
significant investment in, say, engineering. 
Instead of each firm investing a billion 
dollars each to upgrade, they’ve split the 
costs and both have reaped the benefits 
with a lower up-front payout. 

What core business lesson 
have you learned from the 
Great Recession? 

Lima: Diversification, creative product 
development, effective cash-flow 
management and customer loyalty 
are keys to surviving any economic 
downturn. In 2007, Embraer launched an 
in-depth corporate standards program 
called the Embraer Excellence in 
Customer Experience (EECE) with the 
following objectives: To be a company 

I think the [mergers-and-acquisitions] 
trend is going to continue for a long 
time.

The military market behaved very 
differently from the civil aviation 
market.

− JORGE SOBRAL EXECUTIVE BOARD, TAP MAINTENANCE & ENGINEERING 

− BRIAN HOWELL VICE PRESIDENT, HAWKER BEECHCRAFT 
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of excellence in which customers, stakeholders and employees 
benefit from the best practices in terms of business processes 
and derived results.

Besides productivity and profit, it also means satisfaction, growth, 
achievement and improvement in each employee’s life, as well the 
company’s perpetuation. This program has enabled Embraer to endure 
the economic downturn and come out even stronger. It’s an important 
tool to help us shape the service experience of our customers.

Demir: The main lesson we learned was not to put all our eggs 
into one basket in terms of market or region. We are changing our 
business concept towards more varieties of components and full 
services, including some manufacturing and heavy modifications. 
The crisis taught us to be more aggressive and agile in pursuit of a 
more dynamic client base. 

Sobral: Because the airframe industry operates with a very small marginal 
rate, we are trying to get longer-term contracts with our customers. In 
addition to pursuing components and engine business, we’re establishing 
relationships with smaller airlines for five- and ten-year periods. We 
believe longer contracts can help us better negotiate up-and-down 
market cycles. We also recently bought a facility in Brazil, which has 
cheaper hourly operational rates than either New York or Europe. 

Howell: For a long time, Hawker Beechcraft’s profit model 
focused on selling new aircraft. The recession taught us that we 
can’t forget about our aftermarket business. From this point on, 
every decision we make will not only consider aircraft production 
and reliability, but also the 30-year lifespan of an aircraft. How 
do we maintain it? How do we make sure it’s reliable? How do 
we ensure the operator has a positive experience? Business 
diversification has probably been the biggest eye-opener for me. 

Kvasnicka: For the last couple of years, we’ve been growing at 
a modest single-digit annual rate. During that time we’ve been 
reminded about our core principles. Maintaining an educated, 
experienced workforce can help you get through a recession by 
focusing on fundamentals: excellent customer service and new 
product development. We’re also keeping a closer eye on cash-
flow forecasts, particularly with aging accounts receivables.

Any other management or operational changes? 

Howell: In past years, we stored all our spare and rotable parts in 
one facility in Dallas. Whether we were supporting clients in Nigeria 
or New York, that storage system served us well because times were 
good and everybody was selling aircraft in a backlog situation.

When the market changed, we had to figure a way to give our 
customers faster service. So two-and-a-half years ago, we began 
establishing spare parts facilities — storing everything an operator 
would need — in the Middle East, Europe, South America and Asia. 
We had to globalize quickly to stay in front of our customers. This 
year we’re making investments in South Africa, Russia and India. 

What countries or regional markets do you see 
as strong or weak in the coming year? 

Sobral: When you look at projections for Boeing and Airbus in the Far 
East and South America, those are two markets with opportunity.  

Quirós: Following China where a significant amount of capacity has 
already been installed, Asia Pacific and India are growing markets 
where there is still potential to generate business. On the contrary, 

the Middle East is becoming very difficult due, in part, to the large 
number of regional players.

Lima: All markets are active again with emerging economies 
leading worldwide growth. While Latin America, the Middle East, 
Africa, Asia and China are currently growing faster, North America 
and Europe will soon have to renew aging aviation fleets.

Demir: Although Turkey is still an emerging market, our growth 
in the region has been impressive over the last 60 years.

Kvasnicka: Geographically, we’re anticipating a lot of growth 
in Asia over the next few years, especially in China. Today a lot 
of Asian airlines are buying PMA parts, where not too long ago 
they were only buying parts from OEM suppliers.

Howell: In the private aviation segment, there are only so many 
people who can afford a $10- to $20-million private aircraft. 
Fifteen years ago, almost all private aircraft for business or 
personal use was made in North America. Today our competition 
is global, especially up-and-coming countries like Brazil, China, 
and India.

We’re also exploring attractive pockets of growth potential 
in areas of Central Africa, Angola and Nigeria. There’s a lot 

A E R O  I N S T R U M E N T S  &  AV I O N I C S ,  I N C .    
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of opportunity for private and business 
jets in portions of Latin America. Brazil’s 
economy is doing very well and it’s a 
great place for us to sell aircraft. At 
the end of last year, we did experience 
a surprising uptick in the U.S. market 
driven by new legislation for accelerated 
depreciation.

What business strategies have 
you implemented recently or 
plan to in 2011? 

Dolanski: We plan to invest a significant 
amount of capital in information technology. 
Strengthening Aviall’s planning, forecasting, 
logistics, warehousing and transportation 
systems will enable us to get parts to 
customers faster and more efficiently. In 
addition, last year we delivered a brand-new 
website for online transactions.

We will continue to focus on our 
worldwide network of 40 customer 
service centers with inventory and sales 
professionals on hand every day. Nearly 
every facility is new or recently renovated, so 
we are clearly committed to that strategy. 

Demir: Turkish Technic is planning to invest 
about $500 million in our operations at the 
end of 2011 and into 2012. This investment 
is designed to triple our current capacity. 
On the revenue side, our target is to reach 
$1.5 billion in a couple of years, with $550 
million of that in Germany. 

Sobral: In 2010, TAP grew by about 6 
percent. If we can match that in 2011, I 
would be very happy. Pursuing more work 
in engines and components is one of the 
aspects that would help us toward this goal. 

Kvasnicka: We have short-term and long-term 
plans with specific targets for top-line and 
bottom-line growth for both the broad MRO 
industry and PMA parts sector. Our industry 
is largely cost-driven so we will to continue to 
position ourselves as a low-cost producer. It 
may sound trite, but our fundamental strategy 

is to stick to our knitting by listening to our 
customers’ needs with an intense focus on 
providing custom solutions — and try to make 
a buck while we’re doing it.

Howell: Hawker Beechcraft has invested 
significant money in improving product 
reliability. In addition, over the past 12 
months we’ve invested $25 million in our 
global distribution system. Now, instead of 
having to ship a spare part all the way from 
Dallas to an airline operator in Abu Dhabi, 
for example, we can drive the aircraft 
part from Dubai to Abu Dhabi. That’s a 
significant differentiator for our business.

Quirós: Iberia must continue to achieve 
the expected level of integration with 
British Airways Engineering. Cost will be a 
driving factor and good service is a must.

If you were Supreme Pilot of 
the MRO world, what single 
course correction would you 
make to improve your market?

Howell: Regulatory authorities in all 
regions of the world seem overburdened 
by numerous certification projects. If I 
were Supreme Pilot of the MRO world, I 
would make sure those organizations are 
properly staffed to support the needed 
improvements to aircraft performance 
standards that customers truly want. 
I think lightening these regulatory 
agencies’ queues may help stimulate 
buying behavior that we all want to see.

Kvasnicka: I would like to see policies that 
help maintain more stable fuel prices. Fees 
and taxes on air travel are a brake on airline 
growth. Elsewhere, easing cross-border 
ownership rules would help our industry. 
Current constraints on cross-border airline 
ownership tend to drive up the cost of 
capital, making it tougher for airlines to 
expand and upgrade. Most countries limit 
the percent of equity that can be owned by 
non-domestic owners.

So, for example, Singapore Airlines 
could not buy American Airlines. Lufthansa 
may acquire an airline in Europe, but they 
can’t come over here and pick up Delta or 
Continental. Synergies that might result from 
certain M&As are precluded. This dates back 
to an era when airlines were national flag 
carriers. Germany didn’t want to have a non-
German owner of Lufthansa. Likewise, in the 
United States, England, and so it goes. 

Sobral: Throughout our industry’s history, 
you’ve had OEMs, manufacturers, airlines, 
and MROs fighting each other. As long 
as that continues, we are not going to 
maximize success. The important point is to 
try to get everyone convinced that we are all 
in the same industry. It’s not just success for 
one sector over another.

In a word or phrase, how do 
you see the recovery playing 
out ahead?

Howell: Cautious optimism. While we’re 
excited about certain segments of our 
business in parts of the world, we don’t 
want to get ahead of the game. 

Kvasnicka: I agree with Brian. The word I 
would pick is tentative. 

Lima: Subject to change for the better or 
for the worse, one has to be prepared.

Quirós: The pessimist complaints about 
the wind; the optimist waits for the wind 
to change; the realist adjusts the sails.
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During the economic downturn, many 
companies cut inventories to save 
money. Aviall didn’t.

− ED DOLANSKI
EXECUTIVE VICE PRESIDENT AND CHIEF OPERATING OFFICER, AVIALL

The pessimist complaints about the wind; 
the optimist waits for the wind to change; 
the realist adjusts the sails.

− JOSE LUIS QUIRÓS  VICE PRESIDENT, IBERIA MAINTENANCE
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