
Chart 1: Top 50 % Adjusted Growth 2008
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Adjusted 2008 growth
rate in single digits

  MMI has released the 2008 results
of its annual survey to find the 50 larg-
est EMS providers worldwide. Togeth-
er, MMI Top 50 providers racked up
2008 sales of $158.5 billion, a new all-
time high and an indication of growth.
But how closely does growth based on
Top 50 data reflect what happened last
year in the industry at large? The an-
swer is not straightforward, and it is
complicated by two factors.

  Strictly speaking, Top 50 growth
last year amounted to a somewhat
surprising 14.6%. With the U.S. in re-
cession during 2008 and a global
downturn underway in the fourth quar-
ter, double-digit growth seems to defy
common sense. That’s the nominal
growth rate you would obtain by com-
paring the total of the Top 50’s report-
ed sales for 2008 ($158.5 billion) with
the sum of its stated revenues for 2007
($138.3 billion). However, as has been
written here before, reported 2007 re-
sults for Flextronics do not include
2007 sales of Solectron, which Flex-
tronics acquired on Oct. 1, 2007.
When Solectron’s 2007 sales, estimat-
ed at $8.89 billion, are added in, Top
50 growth drops to 7.7%.

  Based on this adjusted 7.7% growth
rate, a case could made that the indus-
try’s growth rate for 2008 was close to
that number since the Top 50 repre-

Top 50 Crosses $150-Billion Mark
sents well over 80% of in-
dustry revenue. A growth
rate of 7.7% or so supports
the idea that the EMS in-
dustry can increase sales
even during a recessionary
period. Still, in some quar-
ters 7.7% would seem high
for a period fraught with
bad economic news. Never-
theless, it’s a real number
as opposed to an estimate.

  Top 50 growth can be
sliced another way. Hon
Hai Precision Industry, the world’s
largest EMS provider, dwarfs other
companies in the industry. Hon Hai
accounted for 39% of Top 50 sales
and by virtue of its size can influence
Top 50 growth via the so-called Hon
Hai effect. The Hon Hai effect was in
evidence last year. Excluding Hon Hai,
Top 50 growth adjusted for Solec-
tron’s 2007 sales would have been
1.4% (Chart 1). Hon Hai, whose con-
solidated sales grew by 19% in U.S.
dollars, was responsible for adding

about 6.3 percentage points to the Top
50 growth rate in 2008.

  MMI compiles the Top 50 by rank-
ing companies according to their cal-
endar-year sales in U.S. dollars. See
the tables on pages 2-4. Making the
cut for the 2008 edition of the Top 50
was easier than qualifying for the 2007
group. It took a minimum of $209 mil-
lion in sales to put a provider in the
2008 Top 50. The 2007 cutoff point
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was $20 million higher at $229 mil-
lion. Indeed, 2008 is the first year in
which the cutoff has not increased
since 2001 (Chart 2).

  Six participants in the Top 50 sur-
vey did not make the cutoff. They ap-
pear in a table on page 5.

  To achieve a top-10 rank, a provid-
er needed sales of
$2.06 billion, up
slightly from the
previous year’s
minimum of $1.98
billion. Sales of
the top-10 provid-
ers totaled $139.4
billion, or 88% of
Top 50 revenue,
so it is not surpris-
ing that adjusted

growth of the top 10 came to 7.9%,
nearly the same as the Top 50’s adjust-
ed rate of 7.7%.

  Within the top 10, Hon Hai, Flex-
tronics and Jabil Circuit remained in
first, second and third place respec-
tively. Celestica took over the fourth
slot from Sanmina-SCI, which moved
to fifth. Elcoteq and New Kinpo
Group continued in sixth and seventh
position respectively. Venture and
Benchmark Electronics exchanged
places, with Venture moving up to
eighth, followed by Benchmark at
ninth. Universal Scientific Industrial
rounded out the top 10, as it did the
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previous year.
  The company that achieved the

greatest advance in the standings from
the previous year was AsteelFlash
Group. The France-based company
went from 34th place in the 2007 Top
50 to 19th in the 2008 list. This up-
ward move was made possible by
ASTEEL’s 2008 acquisition of Flash
Electronics.

  Two providers, both Asia-based,
joined the Top 50 for the first time.
They are UMC Electronics (15th) and
Topscom Technology (45th). In addi-
tion, U.S.-based Sparton (49th) re-
turned to the Top 50 after missing the
cutoff for three years.

  As in past years, Top 50 data yield-
ed two productivity ratios. Employee
counts for 47 companies totaled 1.14
million people, of which Hon Hai’s
work force represented an estimated
53%. Revenue per employee for these
47 providers works out to $137,200.
But without the effect of Hon Hai’s
contribution, revenue per employee
increases to $175,000. That’s 24%
higher than the 2007 ratio of
$141,500, which was based on 48
companies and excluded Hon Hai.

  The other ratio, revenue per square
foot, was calculated from a group of
41 providers that supplied facility
space data. Their facilities on average
generated $753 of revenue per square
foot. This 2008 ratio is 7% above the

2007 average of $704, which was de-
rived from 44 providers. Note that
2008 ratios are approximate: they in-
corporate some data that are estimates
and other figures that represent a fiscal
year other than calendar 2008.

  Methodology. Sales reported in cur-
rencies other than U.S. dollars were
converted into U.S. dollars by using an
average exchange rate for the year in
question. An average exchange rate for
2008 was applied to 2008 sales, and a
2007 average rate was used for 2007
sales. In cases where the U.S. dollar
weakened against other currencies in
2008, this method introduced some
growth inflation for business that was
not transacted in U.S. dollars. Never-
theless, this method wins on ranking
accuracy and year-to-year consistency.

  Where possible, sales of non-EMS
businesses were excluded. In some
instances where EMS providers also
do ODM work, ODM sales were
mixed into the reported revenue.

World Markets

  History tells us that it is largest
EMS providers whose presence puts a
low-cost manufacturing center on the
map. But there is a low-cost location
whose development to date has pro-
gressed without any help from the big-
gest EMS players. Maybe that’s why
Tunisia has not achieved industry-wide
notoriety as a low-cost destination for
outsourced products sold in Europe.
Tunisia may not have the visibility of
Romania within the EMS industry, but
some say Tunisia offers lower labor
costs than this Eastern European rival.
What’s more, Tunisia possesses the
logistical advantage of being a ferry-
ride away from the French port of
Marseille.

  Tunisia has become a low-cost op-
tion for clients of Riverwood Solu-

tions (Menlo Park, CA), a managed
services provider that has evaluated
EMS facilities there on behalf of
OEMs and other customers. The coun-
try was somewhat of an eye-opener for
Riverwood. “We were a little bit sur-
prised that it hadn’t seriously made our
radar screen because for certain prod-
uct types it’s a really good solution
especially with some of the price infla-
tion you’ve seen in wages and facili-
ties cost and everything else in Eastern
Europe,” says Ron Keith, COO of Riv-
erwood Solutions.

  One way to compare costs is to
look at the price of hiring skilled and
professional labor. Imagine you’re set-
ting up a substantial operation in or
near Tunisia’s largest city, Tunis. “I
think you could draw good engineer-
ing talent and good operating talent for
a cost that’s 25 percent less than Ro-
mania and probably 50 to 60 percent
less than a Hungary or a Poland,” says
Keith. But he points out that Tunisia’s
workforce of about 3.2 million is not
unlimited.

  EMS provider AsteelFlash Group
(Paris, France), which operates two
plants in Tunisia, at one time also had
an activity in Romania. The group
pulled out of Romania because labor
costs and productivity favored Tunisia.
In Romania’s urban areas where pro-
viders must locate, there is a lot of job
hopping, which drives up labor costs,
says Gilles Benhamou, CEO of Asteel-
Flash Group. Labor rates are more sta-
ble in Tunisia, he reports. The relative
stability of labor rates in Tunisia is
“why now Tunisia is really competi-
tive even with China,” says Ben-
hamou.

  Of the three Europe-based provid-
ers that MMI has identified as having
facilities in Tunisia, AsteelFlash has
the largest presence and the longest
history there. Together, the company’s
two plants in Tunisia employ 1,000
people and contain 161,000 ft

2
 of fa-

cility space. AsteelFlash has main-
tained a subsidiary in Tunisia for nine

A Low-Cost Location
Offered by Europe-
Based Providers
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years, and Benhamou’s experience
there goes back 15 years through a
former company he owned.

  LACROIX Electronique (Vern
sur Seiche, France) and Zollner
(Zandt, Germany) also operate in Tu-
nisia. The former offers 7,500 m

2
 of

manufacturing space in Zriba, and the
latter’s site in Beja contains a produc-
tion area of 661 m

2
, according to com-

pany websites.
  AsteelFlash’s Tunis plant does

high-volume work, while the facility in
Fouchana, 15 km from Tunis, special-
izes in low-volume, high-mix prod-
ucts. In Tunisia, AsteelFlash
manufactures, for example, metering
products, lamps including those with
LEDs, equipment for aeronautics, en-
ergy products, railway products and
medical PCBs.

  “I think the product types that work
fairly well for Tunisia are consumer
products or relatively simple types of
enterprise products, various other
products or just populated PCBs that
require either by design or by nature of
their volume and mix a reasonable la-
bor component,” says Keith of River-
wood Solutions. But there are products
that Riverwood would not put in Tuni-
sia. “The much more sophisticated
enterprise products and more sophisti-
cated telecommunications types of
products don’t make a whole lot of
sense,” he says.

  Tunisia’s proximity to Western Eu-
rope cuts time in transit for both prod-
ucts and people. From a Tunisia
factory, AsteelFlash will guarantee
four-day delivery to customer sites in
Europe, says Benhamou, and typically
products will spend three days or less
in transit. Tunisia is also two and half
hours from Paris by air. Customer per-
sonnel can make frequent trips to Tu-
nisia without busting budgets or killing
a week. This proximity comes in
handy for the customer when a process
needs to be qualified or a quality issue
requires attention. “Some customers
send people once a month, and not

necessarily the same people,” says
Benhamou.

  In addition, the French language
spoken in Tunisia becomes an asset for
customers who rely on French for their
communications and documentation.

  But the ideal low-cost location has
yet to appear, and Tunisia is not with-
out at least one drawback – its supply
base. Still, Tunisia’s supply base is
improving for plastics, metal parts,
cables and coiling winding as more
and more suppliers come in. Note that
AsteelFlash has an advantage when it
comes to plastics because the provider
has integrated plastic molding within
its Tunisia operations.

  Nevertheless, Tunisia lacks the sup-
port of a local supply base, at least for
now, in two areas: PCBs and compo-
nents. Benhamou explains that the Tu-
nisia market is not big enough to
justify investment in a high-end facili-
ty for PCB fabrication.

  Tunisia’s supply chain may well
determine the extent to which Tunisia
develops as a center for EMS. Accord-
ing to Keith, the catalyst that results in
the development of a low-cost location
“is always the total supply chain cost.”
He believes that Tunisia has the neces-
sary prerequisites – basic infrastruc-
ture, proximity, and the capacity to
produce the required talent. “In my
mind, Tunisia has everything it needs.
It just needs a major supply chain cata-
lyst,” says Keith.

  Riverwood’s CEO, Matt Ryan,
doesn’t see providers entering Tunisia
in the short term, unless there is invest-
ment by a company that doesn’t have a
footprint in Central/Eastern Europe.
“Maybe one of the Taiwanese guys
drops in,” says Ryan. But as for other
big players, “in this environment
there’s just no way in my opinion they
would go make a play there right now,
based on their extensive existing infra-
structure in Central and Eastern Eu-
rope,” he notes. Expanding on this
point, Keith adds, “Tunisia operations
would in the best case be competitive

with and the worst case cannibalistic
to those legacy operations.”

  Still, the global downturn may
prove a good thing for existing EMS
operations in Tunisia. Keith says he
wouldn’t be surprised to see pricing
pressure from customers cause provid-
ers to move some production from
their Western Europe plants to their
facilities in Tunisia. “The incumbent
guys who are looking at incremental
costs I think are going to grow their
operations in Tunisia much faster than
they would have if the economy stayed
good,” he says.

  A case can be made that the current
environment will also make Tunisia
more attractive for new business. If
you choose the right type of product
consumed in Western Europe and
model the total cost of sourcing it from
various low-cost locations, “I think a
facile analysis on a lot of products is
going to show that Tunisia is pretty
compelling,” says Keith. “And right
now when people are just getting ham-
mered on costs,” he believes some of
the more thoughtful OEMs will look at
possibly placing some work with the
existing providers in Tunisia. Or may-
be they’ll just consider “whispering in
the ears of their current EMS provider,
‘Hey, have you guys thought about
this,’” adds Keith.

  Tunisia may also benefit from Eu-
ropean OEMs looking to outsource
production from their captive opera-
tions. “They may well start to consider
Tunisia as being an area that can meet
their cost needs and not have it as
competitive for resources as it is in
Central and Eastern Europe,” says
Ryan.

  In spite of the global downturn,
AsteelFlash’s Q1 revenue from Tuni-
sia should increase about 30% year
over year, according to Benhamou.
“That means we will have a growth
this year more than 30% in Tunisia,”
he says.

  Since Tunisia is a Muslim state in
North Africa, some companies in the
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West might have concerns about its
stability vis-á-vis radical Islam. But
Benhamou points out, “It’s a very sta-
ble region…and nobody knows.”

  More people are likely to learn
about Tunisia as its cost and logistical
advantages become apparent.

News

Foxconn in Green
Partnerships with
IBM and HP

  Foxconn Technology Group, an-
chored by Hon Hai Precision Indus-
try (Tucheng City, Taiwan), has
teamed up with IBM in a carbon emis-
sions project and with HP for recy-
cling in China.

  IBM, Foxconn and two other part-
ners have entered into a global agree-
ment to jointly offer GreenCert, an
enterprise content management system
that can calculate and certify the
amount of greenhouse gas emissions
produced by a facility. Foxconn will
be responsible for GreenCert customi-
zation, deployment and service in the
Asia-Pacific region, according to a
filing on the Taiwan Stock Exchange.
This is the first time that GreenCert
technology will be available in the re-
gion.

  GreenCert also provides instant
data analysis and test reports that al-
low customers to use it as a base for
carbon trading.

  At Kaohsiung Software Park, Fox-
conn will recruit several hundred soft-
ware engineers to help make the
GreenCert technology system meet the
needs of different Asian industries.

  As for the other green effort, HP
and Foxconn announced this month
that they have joined forces to expand
HP’s hardware collection and recy-
cling program in China. This effort
will draw upon Foxconn’s logistics
and manufacturing expertise and infra-
structure. Note that the two companies
worked together last year on recycling,

as five Foxconn sites participated in an
extension of the HP recycling program
to include consumers and small busi-
nesses in China, according to docu-
mentation obtained by MMI.

Foxconn to manufacture
for HP in Turkey

  Foxconn and HP have extended
their relationship to Turkey, where
Foxconn will invest about $60 million
in a new factory to be built in the
country’s Çorlu region. The factory
will manufacture desktop computers
for HP, and production is scheduled to
begin in March 2010.

  Meanwhile, Foxconn has started
production for Dell desktop computers
and servers at its new complex in San
Jerónimo, Mexico, the El Paso Times
reported, (see also Aug. 2008, p. 6).

Biotech and retail thrusts

  Through subsidiaries, Hon Hai, the
Foxconn group’s anchor company, has
invested a total of NT$100 million
($3.0 million) for an 8.6% stake in
Taiwan-based Bionet, a cell-tissue
banking and cell therapy company.
Hon Hai stated that the purpose of this
investment is to enter the biomedical
engineering field. In addition, Hon Hai
and Bionet are investing in a new joint
venture aimed at next-generation
health care, according to two pub-
lished reports from Taiwan.

  Foxconn Technology Group also
made a move in China’s retail space.
Foxconn and Germany’s Metro
Group have signed an MOU to form a
new company for the purpose of build-
ing a megastore platform for the con-
sumer electronics market in China.
This alliance with Metro will enable
Foxconn to provide its “strategic part-
ner customers” with “more complete
and efficient end-to-end services,” ac-
cording to a Hon Hai statement filed
with the Taiwan Stock Exchange. Hon
Hai described the consumer electron-
ics channel of Metro Group as the
market leader in Europe.

Enics Adds SWECO Unit
  Enics (Baden, Switzerland) has

acquired SWECO Industry’s Indus-
trial Electronics Service Unit in Van-
taa, Finland. The unit focuses on
development of hardware, software,
mechanics and integrated circuit appli-
cations for industrial customers. A to-
tal of 38 professional specialists staff
the unit.

  A year and a half ago, Enics began
an effort to enhance the competitive-
ness of its Finnish operations. The tar-
get is to build strong and extensive
services for the pre- and post-manufac-
turing phases in line with the compa-
ny’s strategy of offering services that
span the product life cycle.

  “We see good opportunities in the
current market. Strong know-how in
highly value-added services is the key
to success. We are implementing our
strategy by building a strong engineer-
ing service capability in Finland,” stat-
ed Reijo Itkonen, president and CEO
of Enics. The company has already
implemented this model in Sweden
and Switzerland.

  SWECO Industry is part of the
SWECO Group, a consulting engineer-
ing company in the Nordic countries.

  Alliance…EMS provider Distron
(Attleboro Falls, MA) has entered into
an alliance with BNS Solutions (Wal-
pole, MA), a contract design firm.
With this partnership, Distron can of-
fer electronic design and PCB layout
services through BNS.

  Joint venture…Genesis Plastics
and Engineering (Scottsburg, IN), a
plastics and tool supplier, and Key
Electronics (Jeffersonville, IN), an
EMS provider, have formed GenKey
Group to offer single-source solutions
to OEMs. GenKey consists of three
manufacturing facilities with over
240,000 ft

2
 in Southern Indiana and

combined sales of about $50 million.

  New business…Hon Hai has begun
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producing netbooks for some Chinese
brands, reported Digitimes, citing a
Chinese-language newspaper….Under
a three-year contract, CTS Electron-
ics Manufacturing Solutions, a unit
of CTS (Elkhart, IN), will become the
prime supplier of manufactured prod-
ucts for Barron McCann Technology
(Letchworth, UK), which specializes
in payment systems and information
security. Revenues are expected to
reach about $15 million over the con-
tract period….Tour & Andersson has
chosen NOTE (Danderyd, Sweden) to
develop and produce an instrument for
balancing waterborne heating and
cooling systems. Also, NOTE will pro-
duce livestock tracking equipment for
Telespor of Norway….Sparton (Jack-
son, MI) has secured a contract to
manufacture sonobuoys for the U.S.
Navy. The award is valued at about
$34.1 million….CelLynx Group
(Mission Viejo, CA), a developer of
technology for cell-phone signal am-
plification, has signed a supply chain
management contract with SiiX Logis-
tics (Laguna, Philippines), a subsidiary
of Japan’s SiiX, and a manufacturing
agreement with Pacific Spectrum
Technology Solutions (Laguna, Phil-
ippines).

  Industry surveys…A March survey
of senior operations and supply chain

professionals found that 50% of their
companies plan to move some produc-
tion to another EMS provider in the
next two quarters. Riverwood Solu-
tions (Menlo Park, CA), a managed
services provider, conducted the sur-
vey, which covered 75 OEMs ranging
from $1 million in annual sales to over
$100 billion. Among the survey’s oth-
er findings, 31% of OEMs report be-
ing very concerned that their EMS
provider will be unable to meet their
delivery requirements in the coming
year because of financial difficulty.
Another result shows that 53% of com-
panies plan to geographically relocate
at least some of their production in the
next two quarters.….According to the
results of a survey conducted by IPC –
Association Connecting Electronics
Industries (Bannockburn, IL), 42% of
responding companies cited changes in
their customers’ sourcing patterns
from Asia back to North America or
Europe in the past two years. Fifty
companies responded to the survey,
which polled executives and marketing
professionals at EMS, PCB and sup-
plier companies during November
2008. The issue that was cited most
often as the primary driver of this
trend was quality concerns.

  Judicial managers appointed…
Tam Chee Chong and Keoy Soo Earn,

both partners of Deloitte & Touche,
have been appointed judicial managers
of Jurong Technologies (Singapore)
and its principal subsidiary. Jurong
engages in both ODM and EMS work.

  More restructuring…Flextronics
(Singapore) expects to recognize be-
tween $220 million and $250 million
in pretax restructuring and impairment
costs in its fiscal years 2009 and 2010.
About $190 million to $210 million of
these charges are expected to be re-
corded in fiscal 2009 ending March 31.


