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Professor Pankaj Ghemawat, Gustavo A. Herrero, Executive Director, HBS Latin American Research Center, and Luis
Felipe Monteiro, Senior Researcher, HBS Latin American Research Center prepared this case as the basis for class
discussion rather than to illustrate either effective or ineffective handling of an administrative situation.
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Embraer: The Global Leader in Regional Jets

By any standard, 1999 was a milestone year for Embraer.  Our company earned a
record US$230 million in net income and celebrated our tenth consecutive quarter of rising
profitability.  Total revenue reached US$1.89 billion, and our year-end backlog was US$6.4
billion in confirmed orders and US$17.7 billion including options – both all-time highs.
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Promising Beginnings
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Pressures and Privatization
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The New Family
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Exhibit 1 M:^)+%/)CC"+'2:<%N2+'+:>(%M:9B>:'(B+"+7%W]%C2<<2)97X

       Total Company               Commercial Aircraft
Sales Net Income Total Assets Sales Operating Assets

(Loss)  Income(Loss)
1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999

Boeing 56,154 57,993 1,120 2,309 37,024 36,147 36,880 38,409 (266) 2,016 11,003 8,075

Airbus 13,300 16,700 (200) (194) NA NA NA NA NA NA NA NA

Bombardier 7,716 9,204 365 486 9,447 11,757 4,324 5,492 458 611 2,089 1,986

Embraer 1,308 1,889 109 230 1,701 1,935 NA NA NA NA NA NA

Note: NA refers to either not available or not applicable.  In 1999, commercial aircraft accounted 
     for all of Airbus Industrie's business, and 85% of Embraer's (not including the 8% of its revenues 
     attributable to spare parts and services).
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Source: Annual reports.

Exhibit 2 TC*+:"+`7%;29:9'2:<7%W]%C2<<2)97%B9<"77%70"'2>2"8%)(4"+=27"X

90 91 92 93 94 95 96 97 98 99

Sales 582 402 333 261 177 295 380 833 1,581 1,889

Export
Market (%)

37 32 32 38 40 39 35 84 89 95

Domestic
Market (%)

63 68 68 62 60 61 65 16 11 5

Assets 1,092 1,435 1,227 1,125 1,067 1,107 1,221 1,424 1,701 1,935

Net Worth 126 324 86 156 281 188 281 305 346 390

(Loss)/Profit (265) (241) (258) (116) (310) (253) (123) (33) 109 230

Source: R. Bernardes & Embraer.

Exhibit 3 K+:Y2<s7%_9("+9:(2)9:<%/)C0"(2(2#"9"77

Criterion Rank*

Openness 53

Government 50

Finance 53

Infrastructure 44

Technology 37

Management 29

Labor 53

Institutions 41

Overall ranking 51

* Out of 59

Source: Globalization Competitiveness Report, 1999.
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Exhibit 4 &+3:92Y:(2)9:<%/4:+(

Henrique Rzezinski
Vice President

External Relations

Walter Nori
Vice President

Corporate Communication

Artur Valerio Coutinho
Executive Vice President

Customer Services

Frederico Fleury Curado
Executive Vice President

Commercial

Romualdo M. de Barros
Executive Vice President

Defense Market

Samuel D. Hill
Executive Vice President
Corporate Aircraft Market

Mauricio Novis Botelho
President & CEO

Antonio Luiz P. Manso
Executive Vice President

Finance and CFO

Satoshi Yokota
Executive Vice President

Industrial

Carlos Rocha Villela
Executive Vice President

General Counsel

Horacio Aragones Forjaz
Executive Vice President

Planning &
Organizational
Development

Source: Embraer company documents.

Exhibit 5 R"(%6+)>2(7

Source: Embraer.
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Exhibit 6 LBCC:+1%/)C0:+27)9%)>%G-EL":("+7

Plane Characteristics ERJ 145 CRJ-200
Standard Single-Class Seats 50 50
Length (ft) 91.7 80
Minimal Runway Length (ft) 4605 4850
Normal Cruise Speed (Mach)a 0.78 0.80
Maximum Range (nm)b 2000 1900
Basic Operating Weight (lbs) 27,400 30,900
Maximum Payload 12,800 14,000
Structural Design Efficiencyc 0.47 0.45
Total Stowage Volume (ft3) 525 485
Reference Price ($ mil)d 17.6 21
Trip Economics
Nautical Miles 200 500 200 500
Flight Timee 43 86 43 86
Fuel Costs 175 363 183 379
Crew Costs 138 272 138 272
Landing Fees 47 47 52 52
Hull Insurance Costs 34 67 41 81
Maintenance Costs 188 348 245 356
Total Cash Costs 582 1097 659 1140
Aircraft Ownership Costsf 398 787 475 939
Total Trip Costs 980 1884 1134 2079
a Mach refers here to the air speed of sound: approximately 750 miles or 652 nautical miles per hour.
b 1 nautical mile equals approximately 1.15 standard miles.  Figures for ERJ 145 are for the XR version.
c Structural design efficiency equals maximum payload divided by basic operating weight.
d In the nature of a list price; most planes are sold at discounts to this price.
e Includes 10 minutes of taxiing time; operational time difference between the two aircraft assumed to be zero.
f Calculated as 0.78% of aircraft price per month (or the equivalent of about 210 flight hours given the assumed total of 2500 flight hours
per year).
Source: Embraer.

Exhibit 7 @4"%6<:99"8%;:C2<1
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Exhibit 8 LBCC:+1%/)C0:+27)97%)>%I-EIG%L":("+7:

Plane Characteristics ERJ 170 CRJ-700 FD-728
Standard Single-Class Seats 70 70 75
Length (ft) 97.4 106.3 87.3
Minimal Runway Length (ft) 4132 4658 4526
Normal Cruise Speed (Mach) 0.78 0.77 0.78
Maximum Range (nm) 1740 1470 1625
Basic Operating Weight (lbs) 41,116 43,500 46032
Maximum Payload 20062 18800 20767
Structural Design Efficiency 0.49 0.43 0.45
Total Stowage Volume (ft3) 842 654.6 876.3
Reference Price ($ mil) 22.3 25.6 26.5
Firm Backlog (12/31/99) 40b 99 60

Trip Economics
Nautical Miles 200 500 200 500 200 500
Flight Timec 45 87 45 88 45 87
Fuel Costs 281 479 272 465 283 489
Crew Costs 303 586 304 594 303 586
Landing Fees 123 123 117 117 133 133
Hull Insurance Costs 18 34 20 40 21 41
Maintenance Costsd 195 377 226 441 227 439
Total Cash Costs 920 1599 939 1657 967 1688
Aircraft Ownership Costse 711 1374 816 1595 844 1632
Total Trip Costs 1631 2973 1755 3252 1811 3320
a Absolute costs may not be strictly comparable with the ones reported in Exhibit 6 because of different dates of comparisons.  Also
refer to notes for Exhibit 6 for a more complete discussion of notation and assumptions.
b In addition, 30 firm orders had been received for the ERJ 190-200.
c Slightly longer flight times than for 50-seaters reflect more allowance for maneuvering while airborne and, in the case of the CRJ-
700, slightly slower speeds.
d Figures based on preliminary estimates by Embraer's Maintenance Engineering Department.
e Calculated as 1% of aircraft price per month (or the equivalent of about 210 flight hours given the assumed total of 2500 flight
hours per year).
Source: Embraer.

Exhibit 9 M:+c"(%;)+"':7(293

Seat Segment
•30-44 EMB-120, ERJ 135 and ERJ 140
•45-60 ERJ 145
•61-80 ERJ 170
•81-110 ERJ 190-100 and ERJ 190-200

Demand Forecast for Each 
  Aircraft Type

Marketing and Sales
Strategy and Goals

Competition Analysis

Evaluation of
Competition

Scenarios

Competitors
Products

Comparison

Companies Strengths and
Products Competitive

Advantages

Embraer Products
Market Share in

each Segment

Global Market
Forecast

Major Market
Impact Issues

Total
Market
Forecast

Top-Down  Analysis

Bottom-Up  Analysis

Market
Top-Down
Forecast

Independent
Sources
Studies

Embraer
Forecast
Model

Qualified
Analysis Market

Bottom-Up
Forecast

Airlines
Interview

Airline
Validation

Extrapolation
Model

Source: Embraer.
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Exhibit 10 _9#"7(C"9(%6:(("+97t

(US$ Millions) 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Product Development 92 96 67 90 81 158 204 139 230 144

Regional Program 69 84 45 48 44 87 132 89 140 47

Corporate Program 0 0 0 0 0 3 5 3 0 0

Military Program 23 12 22 42 37 68 67 47 90 97

Other R & D 1 2 3 5 3 6 5 5 5 5

Fixed Assets 12 4 11 17 53 123 86 60 60 57

Data Processing
Equipment

9 2 9 6 12 28 34 31 31 27

Facilities/Others 3 2 2 11 41 95 52 29 29 30

TOTAL 56 105 102 81 112 137 287 295 204 295 206

* Data for 2000 on are projections.

Source: Embraer.

Exhibit 11 L"<"'("8%!27c%L4:+293%6:+(9"+7%>)+%T!d%DI-QDV-

General Electric
Grimes Aerospace (Allied Signal)
Hamilton/Sundstrand
Honeywell
C&D

Gamesa
Kawasaki

Latécoère
Sonaca Liebherr

Country Company System Responsibility
Belgium Sonaca Wing slats
France Latécoère Center fuselage sections
Germany Liebherr Landing gear
Japan Kawasaki Wing stub, control surfaces and engine pylon
Spain Gamesa Stabilizers, rudder, elevators, rear fuselage
United States General Electric Engines and nacelles

Grimes Aerospace (Allied Signal) Exterior and cockpit lighting
Hamilton/Sundstrand Tail cone, auxiliary power unit, electrical and

air management systems
Honeywell Avionics
C&D Interior

Source: Embraer Prospectus, ADR Issue, July 20, 2000.
Map graphic source: http://www.graphicmaps.com reprinted with permission.
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