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e called it “Mr. Toad’s

Wild Ride” last year, as

we noted that automa-
tion sales had remained strong while
the rest of the economy had dropped
into the pot. It didn’t take long, how-
ever for the automation vendors to
follow like lemmings over the reces-
sion cliff. Starting in the first quar-
ter of 2009, sales softened and, in
some cases, plummeted. Sales fun-
nels vanished, and some companies
began cutting and gutting in a fran-
tic attempt to maintain profitability.
Which portion of the manufactur-
ing economy the company faced de-
termined how fast and how deep the
cuts had to go. Companies working in
the process industries generally had
to cut less, at least at first, than those

in the discrete manufacturing sec-

tor. Those servicing the automoti\ég&

industries and their suppliers

hurt the worst as the big aut s
flailed and both GM a@%ﬁﬁysler
filed for bankruptey p n.

The numbers w t here, how-

ever, do not reflec precipitous de-
cline in the performance of the sec-
tor since the end of 2008, because, as
always, we've used the last full year
of financial performance data we can
get to establish the Top 50 rankings.
In this case, the data are normalized
to 2008 financial performance. So
you can take it as given that we’ll be
able to show you the whole sorry story
next December, after all the 2009

performance data have come out.

TOP 50 GLOBAL AUTOMATION VENDORS 2008 Worldwide
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Honorable Mention: MTL, OSlsoft, Horiba, Tyco Flow Control, Mettler-Toledo, Hollysys,
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How Do We Do It?

Here’s what we are including in our definition of the ffty

largest companies:

e Process automation systems and related hardware software
and services

e PL.C business, as well as related hardware, software, ser-
vices, I/O and bundled HMI

e Other control hardware components, such as third-party
/O, signal conditioners, intrinsic safety bar-
riers, networking hardware, unit controllers
and single- and multi-loop controllers

Process safety systems

SCADA systems for oil and gas, water and
wastewater, and power distribution
® AC drives

General motion control systems

¢ Computer numerical control (CNC) systems

Process field instrumentation, such as temperature and
pressure transmitters, flowmeters, level transmitters and
associated switches

Analytical equipment, including process electrochemical,
all types of infrared technology, gas chromatographs for
industrial manufacturing, and related products

e Control valves, actuators and positioners

® Discrete sensors and actuators

e All kinds of automation-related software, from advan

E‘>
process control, simulation and optimization to,ﬂf&’g\@—f

party HMI, plant asset management, productior‘fanzage-
ment (MES), ERP integration packages fr
automation suppliers and similar software/S

e All other automation-related services pm&//xd?g, by the au-
tomation suppliers Ny Nz

¢ Condition-monitoring equipmele@g\iﬁtems

najor

It will be many years
before we see the
levels of growth that
we saw in 2007 and
2008, if ever.

e Ancillary systems, such as burner management systems,
quality control systems for pulp and paper, etc.

What we're not including are:

e Pumps and motors

® Robotics

e Material-handling systems

 Supply chain management software

e Building automation systems

e [ire and security systems

e Processing equipment such as mixers,
vessels, heaters, etc., as well as process
design licenses from suppliers that have
engineering divigions

e Electrical eq({b&u 1t, such as low-volt-

age switchgeargete!
P
What Recovery? A

The recovery is alré@}ﬁderway in our opinion, at least
in the process%ﬁluﬁ 5. Will we see a return to the high
growth of %\%ZOOS? Not likely. The recovery is going
to be slow;@nd itavill be many years before we see the levels
of gro 4@\?@{\/6 saw in 2007 and 2008, if ever. The discrete
indifskQs)ontinue to be plagued by the situation in the au-
otive industry and machine business, and their recovery
vilFag that of process automation by several months.
>' The question is what will fuel the recovery? In North
America and Western Europe, unemployment is forecast to
remain high until at least 2012. Jeremy Leonard, economist,
Manufacturers Alliance/MAPI, said in a speech at Rockwell
Automation’s Manufacturing Perspectives event on Nov. 10
that emerging markets, including the so-called BRIC coun-
tries (Brazil, Russia, India, China), will lead the recovery,
while Western Europe and Japan will lag. “High debt lev-
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covery

Mark Douglass is a senior analyst
at market analyst firm Longbow
Research, which covers Rockwell
Automation, Emerson Electric,
Eaton, Parker and others. We value
his opinions highly because he has
a background in manufacturing
and plant engineering. Here's his
commentary on the future of the
Top 50 companies:

It's a little challenging to come
up with growth drivers for large
automation companies in the near
term with industrial capital spend-

N

ing expected to continue to be
challenged in 2010 and capacity
utilization still at recessionary levels,
but we see a few growth oppor-
tunities. In general, we think more
opportunities exist for process vs.
discrete automation. Specifically,
oil & gas automation and instru-
mentation will likely have a modest
rebound with oil prices appearing
to stabilize at $70-$80/barrel; waste/
water applications are likely to

see continued capital investment,
particularly in automation, and food

and beverage should hold up.
Investment in packaging should

be decent. Emerging economies,
particularly China, should lead

the recovery. And with industrial
production slowly recovering, there
could be some natural uplift for ev-
eryone as distributor and customer
inventories rebuild (obviously, not
to pre-recessionary levels) and
companies make overdue repairs/
upgrades that were delayed when
production was shut down for
extended periods in 2009.
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els and cautious consumers augur a
sluggish U. S. recovery,” he said. “Con-
sumers are still very worried about the
unemployment rate, which is expected
to continue to be over 10% throughout
2010, and only reduce about 1% per
year until at least 2012.” The table on
page 27 shows the numbers, and they
are not grim, but not good either.

This is bad news for the consumer
packaged goods and automotive indus-
tries because cautious consumers don’t
buy things with the reckless abandon
we've come to delight in since the early
2000s.

The process industries, however, are
already on their way back. The biggest
growth industries for process are cur-
rently oil and gas, water and wastewa-
ter, and power generation. Mining is
another promising sector. And, life sci-
ences still offers a lot of opportunities
related to regulatory compliance.

“The
equipment sector was down over 22%

Leonard agrees. industrial
in 2009, but will slowly rise to a posi-
tive 3.5% in 2010, before increasing
at a 22% bounce back in 2012, says
Leonard. His numbers though, show
declines after 2012, which, when comsy
bined with the continued high une
ployment rate, are indicative of. clky
economic recovery in the U.

s that
dead in

Leonard did say that h
manufacturing is no
North America, but
growing, as he shows in the chart on page

it's actually

26. Manufacturing is actually tracking
the GDP, and has shown a signficant in-
crease since 2002. Of course the last part
of the chart shows GDP and manufac-
turing dropping precipitously, but as you
can see from the chart on the next page,
Leonard believes this drop to be both
painful and temporary.

Inside the Numbers

What the numbers may not show im-
mediately is the impact of acquisitions
outside the traditional “automation”
space, namely the continued snatch-

ing up of small-to-medium size sys-

TOP 50 NORTH AMERICAN AUTOMATION VENDORS

2008 North America

1 Emerson Process Management 3,400.0
2 Rockwell Automation 2,865.8
5 ABB 1,950.0
4 Siemens 1,367.9
5 Danaher Industrial Technologies 1,269.7
6 Honeywell Process Solutions/Sensing & Control 1,184.4
7 Schneider Electric 1,031.4
8 GE 970.4
9 Cameron Valves & Measurement 8103
10 Ametek EIG 729.4
1 Invensys 635.0
12 Flowserve Flow Control Division 538.9
13 Roper Industries Industrial Technology Q 455.6
14 | omron W 394.2
15 | Yokogawa Electric V 367.0
16 MKS Instruments @\BV 365.7
17 National Instruments 355.8
18 | Spectris (‘\"\\V 293.7
19 Metso Automation 276.0
20 Phoenix Contact N» 260.4
21 Endress+Hauser N M 252.1
22 Badger Meter /)\C\v 246.0
2 | FmMC BN 219
A
24 Teledynec{ﬁetmnts 179.6
7
25 | Mitsubishi Eleiic 159.7
26 BIé?E»QE(g%on Measurement & Control 154.3
21/1“ ‘Adatech 1423
\Toshiba 16.1
o | Turck 1134
0 Aspen Technology 113.4
31 IMI Fluid Controls Severe Service PLC 113.0
32 Bosch Rexroth 106.0
53] Pepperl+Fuchs 100.0
34 Dresser Industrial 92.3
35 OSlsoft 89.3
36 Wago 84.0
37 Parker Industrial 81.3
38 MTL 80.0
39 | Wika 70.7
40 FANUC 59.4
41 Krohne 493
42 Weidmuller 48.4
43 | B&R 48.4
44 | Burkert 46.4
45 Tyco Flow Control 445
46 Fuiji Electric 44.3
47 SPX Valves & Controls 43.8
48 Hirschmann (Belden) 4.3
49 Beckhoff 40.6
50 Mettler-Toledo 385

Honorable Mention: Hitachi, Iconics, Horiba, Matrikon, MTS, Cashco, SMAR, Pilz, Samson, Racine Feder-
ated/Preso, Dynasonics, Flotech, Vega , Magnetrol, Pyromation, Opto 22, azbil Group (Yamatake)



tem integrators that fill specific gaps
in industry expertise or regional ex-
pertise, such as the acquisition of Ber
Mac by ABB, Rutter Hinz by Rock-
well Automation, and The Automa-
tion Group by Emerson. Many of the
numbers here mask the effect that
the global recession had on what was
otherwise a great year on the fourth
quarter results. Up until the fourth
quarter, 2008 was shaping up to be a
great year just like 2007. The down-
turn in Q4 2008 was sudden and in
many cases violent. The numbers
also do not show the large transition
that is going on related to system mi-
gration and modernization, as com-
petitors continue to go after each
other’s installed base amid a rapidly
aging base of automation systems
that must be replaced.

Internationally, the former design
institutes of China are being spun off
into independent system integrators.
The transition to private enterprise is
agreeing with many of these compa-
nies, but not so much for others. Rock-
well Automation acquired one of these
companies, called Xian Hengsheng, at
the end of 2008, for example.

Leonard says, “U.S. manufactur-

the global economy.” Productivity
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sive investments are growing. While he
expects the overall economic recove
to be “tepid,” Leonard forecaste

the manufacturing sector over

two years will grow “quite a%bi er’
/' This

rowth for the

than the economy as
should translate as f:

automation industry the manu-
'ts%} _ and thus faster
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than the ecan s a whole.
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Win rs and Why
Quve inners will be determined
Q@elr strength in the services busi-

facturing indu

importantly, after-sales services. The

ing remains an “engine for growﬂ%@lx, both project services and, more

wages have consistently outpaed
rates of other U.S. industri as
foreign manufacturers. Ma turing
productivity has more than doubled in
the last two decades, almost twice the
growth for the overall economy.

“This is a boom for our competitive-
ness and the general prosperity of the
economy,” Leonard said. “Contrary to
popular belief, the U.S. economy is not
de-industrializing.”

According to Leonard, this is a good
thing for the automation companies
and for automation workers in general.
Leonard adds the “actionable items”
manufacturers need to focus on in-
clude capital-intensive automation im-
provements, and to start to reach out to
emerging markets where capital-inten-

companies that will weather the re-

If you are an automation professional
with a good idea, it may be that now is
the time to take a flyer and see if the
marketplace agrees with you.

cession the best are the ones with the
strongest emphasis on services. Take
the DCS market, which is over 50%
services already. Services are renew-
able business, and they are directly
tied to plant performance and the la-
bor crisis that is affecting so many end
users today.

Consequently, what is going to hap-
pen when the economy comes back
full steam and end users find they need

&

>

Q}capacity? They are not going to

%e the human resources necessary to

meet demand, and they will increas-
ingly turn to automation suppliers to
provide them with outsourced main-
tenance services, training services and
other plant-performance-related ser-
vices.

Companies that provide a value-
added service will have greater success
as the recovery improves than compa-
nies who just provide a product. Years
ago, the argument among automation
marketers was how to “productize” ser-
vices and software. In the years ahead,
the argument will be how to “service-
ize” products, so they do not become

commodities.
Something else that
will happen in the
near term is that off-
shoring in the classic
sense of closing facto-
ries in North America
and Western Europe to open them
up again in Asia is becoming a thing
of the past. Companies are beginning
to realize that engineering, R&D and
manufacturing of very complex prod-
ucts are sometimes done better in the
First World, and that offshoring is
sometimes false economy. What will
happen is that plants will be located
close to markets, and since the U. S.
and North America are still the world’s

Federal Reserve Board and

Bureau of Economic Analysis



GDP Expected to Improve as Unemployment Stays High

glfjl;ig)rjz?i?ﬂltteugiercent Change) | 2009(F) 2010(F) 2011(F) 2012(F) 2013(F) 2014(F)
Gross Domestic Product 2.5 2.4 385 4 3.2 25
Equipment & Software -17.2 9.1 15.2 12.8 8.3 4.9
Information Processing Equip. -6.5 6.9 7.8 8.3 7.3 7.7
Industrial EQuipment -22.7 35 22.6 13.7 1.9 -1
Economic Indicator

Unemployment Rate (%) | 92 10.0 9.1 80 | 73 | 69

largest market, they will be located here. It appears that GE’s
Jeffrey Immelt’s idea that the U. S. economy requires about
20% manufacturing is taking root and being listened to by
CEOs and analysts. Commodities will continue to be made
in the cheapest location possible, but many automation
products are not commodities.

Some of the things that always accompany recessions are
layoffs and restructuring. Automation companies removed
all the fat from their employee base long ago. Every auto-

Reprinted with permission from Control Magazine,%
© PUTMAN. All Rights Reserved. Foster Prin}_i%

mation company has let go pQ{gonnel in 2009, and not all
of them were, in a word, tm%ln every recession, many

of these quality personnel who Fave been furloughed come
back into the market a&e reneurs with a new product or

service that they w@ble to produce “back at the farm.”
iitue throughout the 2010-2012 recov-

This trend willie
ery time fggle. u are an automation professional with a
good id%zy be that now is the time to take a flyer and
see i la natketplace agrees with you. l

S

cember 2009. On the Web at www.controlglobal.com.

vice: 866-879-9144, www.marketingreprints.com.
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