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ALBAUGH REFLECTS ON THE

OF AEROSPACE

At the Fall Board of Governor’s meeting
in Scottsdale, Az., AIA Chairman Jim
Albaugh addressed the membership. An
excerpt of his remarks is below.

We’ve got a great story to tell. We're
part of an industry that has always

enabled America’s greatness — driving our
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economy, exports, innovation and security.
Until we have more scientists and engineers
running Washington, we need to educate
policymakers and the public that aerospace
fuels our nation’s success.

The capability to tell our story and
influence policies is more critical than

ever. We are at a unique moment in time.

After the worst economic downturn since the Great Depression, the commercial aviation
market is coming back. Over the next 20 years, we see a need for 33,500 new airplanes.
That’s a $4 trillion dollar market — one that many countries and companies covet.

On the defense side we face the steepest budget cuts in two decades. And still worse
may lie ahead.

These cuts threaten America’s lead in aerospace and are part of a broader, more important
conversation we need to have about keeping America the great country that it is.

America still leads in aerospace. Keeping that lead should be a national priority in
this century — just as it was in the last.

We can do great things in the years ahead. Opportunity abounds. There is a dynamic
global market that U.S. companies are working to win. But our government needs to play
a supporting role because other countries are making inroads.

The question is...will the next century of aerospace be made in America?

continued on page 3

ABOUT THE COVER: More than 300 employees gathered at BAE Systems’ U.S. Combat Systems plant in
York, Pa., November 21 for the first Second to None rally supporting the aerospace and defense industry.



So much of the debate in
Washington is about the deficit.
We need to change our focus in this

country from what to cut...to how

to grow.

Getting our financial house in

order is important, but it can’t

be the only thing that defines our

nation or our future. What will

it take? You’ve heard me say this

before. In my view, it requires:

Policies that promote
innovation and
competitiveness,

The ability to attract and
retain the kind of talent that’s
made our country great,

A strong defense industrial
base that preserves the
continuum of capability that’s
taken us decades to build,

A level playing field,

A quality public education
system.

We need to think big and be bold.
The need for our industry to have

a powerful voice has never been

greater.
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AIA’s accomplishments in 2011,

a nostalgic look back will have

to wait. This year was just the
beginning of an ongoing debate
that continues to bring focus

and energy around one of the
greatest threats to our industry in a
generation.

In 2010, I used the term “headwinds” to describe our challenges in Washington.
In 2011, those headwinds increased to hurricane strength. In the midst of a faltering
economy, we are now bracing for $450 billion in defense cuts with more than $500
billion in cuts spring-loaded by the sequestration trigger for 2013.

It’s hard to overstate the impact these cuts would have on our national
security and industrial base. More than a million jobs are at stake, along
with our ability to provide American warfighters with the technologies and
capabilities they need to keep our country safe.

If this sounds like hyperbole, don’t take my word for it. The million-plus
job loss estimate comes from a study commissioned through George Mason
University in Virginia. Admiral Michael Mullen, former Chairman of the Joint
Chiefs of Staff, said this year that if lawmakers “cut too deeply...we will burn
the very blanket of protection that we have been charged to provide our fellow
citizens.” Secretary of Defense Leon Panetta said that proposed cuts would
result in “hollowing out the force.”

If sequestration takes effect as scheduled in 2013, FAA’s budget would
be reduced by seven percent, falling disproportionately on the investment
accounts, significantly delaying the Next Generation Air Transportation
System. NASA’s charge to continue to develop space exploration programs to
replace the retired shuttle program would also be at risk.

As an industry, our response has been unprecedented. In September, we

continued on page 6

EXECUTIVE REPORT < 3



American Aerospace

hile Washington’s attention in November

was on the supercommittee’s failure to reach
agreement on the national debt, a compelling story was
being told in York, Pa., by those with the most to lose if
another $500 billion in defense cuts becomes a reality as
a result of the committee’s impasse.

Steve Smith was among more than 300 local workers
gathered at a BAE Systems’ U.S. Combat Systems
plant in York on November 21 for the first Second to
None rally in support of the aerospace and defense
industry.

As reported by the York Daily Record, Smith began
work for BAE Systems right out of high school, and has
gone from a union worker to a management position
at the company during a career spanning 34 years. The
54-year-old said that his daily commute to BAE Systems
is a small price to pay for the work his company does to
support America’s military.

“It’s worth it,” Smith told the Record. “We couldn’t
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ask for a better customer than our men and women in
the armed forces.”

Smith is just one of 1,292 workers at BAE Systems
whose jobs are at stake in the current battle over budget
cuts in Washington. According to an AIA-sponsored
analysis, more than an 1 million jobs are estimated to
be at risk if sequestration triggers a $600 billion defense
cut on top of the $480 billion cut already in motion. In
Pennsylvania, that’s about 36,000 jobs.

Robert Murphy, BAE Systems’ executive vice president
of Product Sectors, put it succinctly at the rally: “If York is
at risk, American soldiers and Marines are at risk.”

While the York facility focuses primarily on refurbishing
military combat vehicles, BAE Systems is a leader in the
design, development and integration of advanced weapons,
sensors and control systems for aerospace platforms
including the Chinook, Black Hawk and Seahawk.

“We’re here to add our voices to people across the
nation who are concerned about what could happen




Workers Rally

to jobs, to national security and to the safety and
effectiveness of Americans in uniform if defense
spending cuts go too far,” said Todd Harold, BAE
Systems’ site executive at York. “It’s easy to think that
what happens in Washington doesn’t impact the lives of
ordinary people. But it does. These cuts could eliminate
up to a million defense-related jobs.”

Speaking to BAE Systems employees waving Second
to None signs inside the company’s cavernous assembly
facility, U.S. Rep. Todd Platts of Pennsylvania’s 19th
District said that solving the nation’s financial woes
must not be “on the backs of the defense industry” that
supports the U.S. military.

“When you get on this assembly line, you do
it as Americans,” he said. “Not Republicans. Not
Democrats. But Americans.”

“Given the state of global affairs and the fragile
condition of our economy, can we really afford to
mothball our industrial base, eliminate jobs and close

Left to right: 1. BAE Systems’ Robert Murphy and AIA’s Marion
Blakey on stage; 2. Murphy addresses the crowd; 3.-4. BAE
Systems’ workers; 5. BAE Site Executive Todd Harrold on stage;
6. Congressman Todd Platts addresses the crowd.

facilities like this one?” said Murphy. “Is this a risk we
are willing to accept?”

“If history has any lessons, more than half of the expected
cuts will come from investment programs that buy
equipment off lines just like this one,” said ATA President
and CEO Marion Blakey, who also spoke at the rally.

“And the risk is even greater because much of our
equipment is old and worn out and there’s not a lot in
development,” she said. “Our troops are going to start
coming home from Iraq and Afghanistan, but we’re still
a nation at war and our troops need the best equipment
that we can send them.”

Echoing the voices of BAE Systems’ employees in
York, AIA’s answer is a resounding “no.” As the Second
to None campaign continues in 2012, we will ensure
that our industry continues to speak with one voice and
take this battle against defense cuts to those who will
ultimately decide how to balance the budget and restore

America’s economic security. A4
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continued from page 3

launched the “Second to None” campaign, a nationwide
initiative to speak with one voice about the importance of
the U.S. aerospace industry. We took our message about
job creation, national security and technological superiority
to the media, the Internet, Capitol Hill, and to anyone who
would listen along with a warning: cutting into the bone of
the aerospace and defense budget is not the answer to our
country’s budget woes.

Lawmakers and the American people are taking notice.
Since the campaign started, we’ve held
two major press briefings, generated

more than 100 news articles, and
prompted the publication of more
than 100 op-eds and letters to the
editor. I personally visited 70 members
of Congress, and 100 AIA members
joined us for the March to the Hill
during National Aerospace Week.

In November, we helped show the
country where the impact of defense
cuts will be most acutely felt, with a
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insufficient, and will push for cuts above agreed-upon levels.
Our only option for 2012 is to keep fighting. That means
new rallies, more outreach to the press and ongoing efforts
to educate policymakers and stakeholders across the
country about the disastrous consequences of gutting the
U.S. aerospace and defense industry.
To prevail, we will need your ongoing support. We
need to activate employees, suppliers and other partners.
Whether it’s holding a rally, meeting with a member of

FCOND
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Congress, pushing an email out to

your employees, or simply posting
= the Second to None link on your
company’s website, there is a role for
everyone to play.

As I close this message, [ must
take the opportunity to thank our
Chairman Jim Albaugh and the entire
2011 Executive Committee for their
support. Jim has been a strong force in
bringing to the forefront critical issues

for our industry, particularly the

huge employee rally at BAE Systems’ fragility of our industrial base.

Tom Buffenbarger, president of the International Association
of Machinists and Aerospace Workers, participated in a press
briefing at the National Press Club in October on the impact
But 2011 was juSt the beginning, One of defense cuts on America’s aerospace workers

U.S. Combat Systems plant in York, Pa. We’ll look forward to his continued

leadership on the Executive Committee

of the biggest myths out there is that the supercommittee
failure gives us a definitive understanding of defense, space
and civil budget threats for 2013. That’s just not the case.

in 2012 as the gavel is handed over to David Hess, the
president of UTC’s Pratt & Whitney. As I've written, there
are many challenges ahead and I’'m particularly grateful

With the possibility of a new administration in 2013,
everything is on the table. In addition, any budget control

Dave is with us leading the charge.
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Marion C. Blakey
President ¢ Chief Executive Officer

legislation eventually signed into law in 2012 can be repealed
or amended — leaving us at risk for additional cuts. Plus, some
in Congress will see any future agreement on cuts as being

AIA CoNTINUES RECORD GROWTH

IA has added 31 full members and 28 associate members to our roster this year — nearly 60 percent
growth since January 2010. Not only are our numbers growing, but attendance at major meetings and
events, and council and committee meetings, continues to break records, including the November Board of

A
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AEROSPACE INDUSTRIES

Governor’s meeting in Scottsdale, Az., which was our largest in history with more than 300 attendees. ASSOCIATION

The following members were approved at the meeting: The following associate members were also welcomed to AIA:

Align Aerospace, LLC Asia-Pacific Engineering Consulting Services, LLC (APECS)
Alion Science & Technology BRPH Architects Engineers

BRS Aerospace Future Metals LLC Sugasawa Corporation

Fluor Corporation Sugawara Corporation \ 4
ITT Exelis

Meggitt-USA, Inc.
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Chairman of the Communications Council John Dern addresses the crowd at the 47th Year-End Review and Forecast Luncheon. Dern is vice president of public

relations at The Boeing Company.

2011 YEAR-END REVIEW AND FORECAST

ore than 300 people packed the ballroom at
Washington, D.C.’s historic Mayflower Hotel

in mid-December to hear the good news about the
aerospace industry’s strong economic performance
in 2011. At AIA’s 47th Annual year-end Review and
Forecast Luncheon sponsored by the Communications
Council, President Marion C. Blakey reported that
despite sluggish market conditions around the globe,
annual aerospace sales are expected to top $218 billion.
Marking the eighth consecutive year of growth, sales in
all sectors — civil and military aircraft, missiles, and the
space sector — are all expected to top their respective
year-ago totals.

“The fact that our industry is a leading job-creator,
a technological innovator and a critical part of our
nation’s security is too important to be taken for
granted,” said AIA President and CEO Marion C.
Blakey. “If this industry stops being Second to None,
the future of our country is in question.”

Highlights of the report are below:

Poised to experience huge growth in the future, the

civil aircraft sector is likely to grow at a compound

annual growth rate of some 3.4 percent during

2011to 2013. Orders for civil aircraft are expected to

rise sharply in 2011, reaching nearly $107 billion, a

gain of 23 percent.

While 2011 was a strong year for military aircraft,

with a 6.7 percent expansion over 2010, domestic

purchases are expected to decline in the coming years

due to federal deficit reduction measures.

In 2011, the industry contributed $87 billion in

export sales to the domestic economy, up 12 percent

due to increased civil exports after falling for two
years. The industry’s positive trade balance of $57.4
billion represents the largest positive trade balance of
any manufacturing industry.

This year the space industry was impacted by the

retirement of the space shuttle and reductions in NOAA

weather satellite funding and national security space
programs. Nonetheless, sales increased from $45.3

billion in 2010 to a projected $46.4 billion in 2011.

In the years following 2012 the aerospace industry

will face significant challenges, particularly in the

defense sector, as the government seeks solutions to
an ongoing budget crisis. Sales in 2012 are expected
to drop by about half a billion dollars with declines in
every product group except civil aviation.

In conclusion, with employees in every state of the
union, the U.S. aerospace industry continues to provide
significant contributions to the country’s economy and
provides capabilities vital for national security. This
is particularly relevant given the nation’s challenges
of high unemployment, a stagnating economy and a
crippling national deficit.

For more information, go to www.aia-aerospace.org
and see Year-ender under the Research Center tab. v

AEROSPACE INDUSTRIES ASSOCIATION
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FSC_Logo
printer to place

The AIA Executive Report is printed on FSC® certified paper, which contains recovered, post consumer waste fibers.
Additionally, it was printed at a carbon neutral facility, utilizing 100% renewable electricity in the form of wind and

solar REC's with non-petroleum, vegetable based inks.




