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Vietham Drawing More Taiwanese Companies

But one competitor reportedly shelved its plans

With labor costs lower than thosein
China, Vietnam has attracted two ma-
jor Taiwan-based companiesin the
outsourcing space. First therewasHon
Hai Precision Industry and its $5-
billion plan to build five or six indus-
trial parks along with amenitiesin
Vietham. Then came reports that
ODM Compal Electronicswill invest
$500 million in anotebook factory
located there. Two Taiwanese compa-
niesin the LCD supply chain have also
joined the march to Vietnam. While
Vietham has gained the endorsement
of these Taiwanese manufacturers, not
everyonein Taiwanisvoting in favor
of apresencein Vietnam.

One Taiwanese ODM, Asustek,
has shelved plans to move production
to Vietnam, reported Digitimes, which
cited a Chinese-language newspaper.
According to thisreport, Asustek
found that its costsin Vietnam would
till be higher than in China and that
Vietham'’ stransportation network and
industrial base were lacking.

Meanwhile, Compal has started
construction of its notebook factory in
the northern province of Vinh Phuc,
according to VNS, a Vietnam news
service. A Digitimesreport, which cit-
ed a Chinese-language newspaper, said
Compal aimsto draw 40 to 50 suppli-
ers of notebook componentsto its
campusin Vietnam, due to start note-
book production in Q1 2009. Some

news sources had plant capacity reach-
ing as much as 24 or 25 million units
by 2012, while Digitimes reported 25
million by 2014.

According to reports published in
August, Compal said that its costsin
Vietnam would be 3% to 5% less than
in China. The company also said it
needed to reduce its exposure to the
risk of manufacturing in the Greater
Shanghai region, the source of over
85% of the world’ s notebook comput-
ers.

To sweeten the pot for investment,
the Vietnamese government is offering
incentives such as tax breaks.

However, two of Taiwan’slargest
ODMs, Asustek and Compal, report-
edly disagree about whether operating
costsin Vietnam are lower than those
in China. This mixed message will
likely be heard throughout Taiwan. It
may prompt some Taiwanese competi-
tors aswell as othersin the outsourc-

ing space to examine Asustek’ s posi-
tion more closely.

LCD makerstoarrive

Theinflux of Taiwan-based compa-
nieswill extend to LCD manufactur-
ers. Earlier thisyear, monitor ODM
Innolux Display, aHon Hai affiliate,
reportedly hatched a plan to set up an
LCD module plant in Vietnam (Aug.,
p. 8). This month, CENS.com reported
that Chi Mei Optoelectronicsaimsto
establish an LCD module facility next
year in northern Vietham. CMO'’s
president said customers such as Acer,
Compal and Hon Hai need CMO to
supply them locally in Vietnam, ac-
cording to CENS.com.

One of the knocks against Vietham
isthelack of asupply base. Y et major
investments there by the likes of Hon
Hai and Compal do not make sense
without alocal supply base. Asreport-
ed above, Compal, for one, is address-
ing this need. Plans by Innolux and
CMO show that effortswill also be
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made to create an LCD manufacturing
base Vietnam.

Hon Hai arm optsfor Vietham

The Hon Hai group is making it
clear to competitorsthat it will be pro-
ducing mobile phonesin Vietnam.
Foxconn International Holdings
(FIH), Hon Hai’ s majority-owned
handset subsidiary and amajor EMS

provider in itsown right, plansto
launch itsfirst plant in Vietnam next
year, according to Bloomberg News.
Thefactory will be located in the vi-
cinity of the northern Vietnam city of
Hanoi, Bloomberg reported, citing an
FIH spokesman. This moveis not sur-
prising, given the commitment that
parent company Hon Hai has made to
Vietnam.

Market Data

Forecast Averages
Show Same Growth
Rate for EMS and ODM

While market research firms do not
agreein their projections of compound
annual growth for the EMS and ODM
sectors, averaging forecasts from three
firmsyieldsafive-year CAGR of
12.0% for both sides of the outsourc-
ing space (seetable). Thisresult de-
parts from the pattern of recent years
when the ODM sector enjoyed adis-
tinct growth advantage over the EMS
side.

The three firms supplying forecasts

are Electronic Trend Publications,
IDC and Technology Forecasters
Inc.

If CAGRs do remain equal or near-
ly so over thelong term, the EMSin-
dustry will not suffer any further losses
of market share to the ODM side.
Based on forecast averages, the EMS
industry’ smarket share will remain
virtually unchanged, starting at 65.2%
in 2006 and ending with 65.3% in
2011.

Still, there is no consensus about
long-term growth rates of the EMS
industry. Forecasts differ aswhether
the EMSindustry isasingle- or dou-
ble-digit growth business. At the low
end of the range, IDC has projected a

Three Firms' EMS Revenue Forecasts 2006-2011 (billions of US$)

Firm 2006 2007 2008 2009 2010 2011 CAGR %
ETP 161.6 196.7 2254 257.2 283.4 3205 147
IDC 152.8 168.5 184.3 201.9 2194 236.3 9.1
TFI 147.2 165.8 185.1 205.9 230.2 257.7 11.9
Average 153.9 177.0 198.3 221.7 2443 2715 12.0*
Yr.-yr. % 15.0 12.0 11.8 10.2 111

Three Firms' ODM Revenue Forecasts 2006-2011 (billions of US$)

Firm 2006 2007 2008 2009 2010 2011 CAGR %
ETP 61.2 71.7 82.6 94.4 107.7 1219 148
IDC 84.9 98.3 110.4 121.6 131.3 1399 105
TFI 100.2 110.9 123.4 137.1 153.2 1717 114
Average 82.1 93.6 1055 117.7 130.7 1445 12.0*
Yr.-yr. % 14.1 12.6 11.6 11.1 10.5

Three Firms' Outsourcing Revenue Forecasts 2006-2011 (billions of US$)

Firm 2006 2007 2008 2009 2010 2011 CAGR %
ETP 2228  268.5 308.0 351.5 391.1 4425 147
IDC 237.7  266.8 294.7 323.5 350.7 376.2 9.6
TFI 2474  276.7 308.5 343.0 3834 4294 117
Average 236.0 270.7 303.7 339.3 3751 416.0 12.0*
Yr-yr. % 14.7 12.2 11.7 105 10.9

* Based on average revenue for 2006 and 2011. Forecasts supplied by
Electronic Trend Publications, IDC and Technology Forecasters Inc.

CAGR of 9.1% for EM S revenue over
the period 2006 to 2011. On the high
end, Electronic Trend Publications has
pegged the five-year EM Srate at
14.7% (table). Interestingly, last year's
analysis of four forecasts from 2005 to
2010 showed a narrower spread of
2.2% (Dec. 2006, p. 1).

The three current forecasts for EMS
revenue in 2007 average $177.0 bil-
lion, up 15.0% from the 2006 average.
For 2008, the forecast mean is $198.3
billion, representing growth of 12.0%.
Y ear-to-year increasesin average fore-
casts remain below 12% in subsequent
years. For the end of the forecast peri-
od in 2011, EMS projections average
$271.5 hillion.

Forecasts of ODM revenue average
$93.6 hillion for 2007, again of
14.1% over the 2006 number. The
ODM mean for 2008 is $105.5 hillion,
amounting to growth of 12.6% versus
the prior year average. Y ear-to-year
growth in average forecasts gradually
declinesin the three following years,
reaching 10.5% in 2011, when the
forecast mean ends up at $144.5 bil-
lion in revenue. Although ODM reve-
nue forecasts of CAGR range from
10.5% to 14.8%, in each case the
ODM CAGRiscloseto or almost the
same as the EM Srate. Projected ODM
and EM S rates differ by no more than
1.4 percentage points.

Asfor total outsourcing revenue
(EMS + ODM), the three forecasts
average $236.0 hillion for 2006 in-
creasing to $416.0 billion for 2011.
These end points correspond to a
CAGR of 12.0%, whichisto be ex-
pected since the EMS and ODM rates
are also 12.0%.

Jabil Ranks as No. 3
Contract Manufacturer
of LCD TVs.

Although five of thelargest EMS
providers have ventured into the flat-
panel TV space, only one of them,
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Jabil Circuit, made alist of thetop
ten contract manufacturers of LCD
TVsfor Q3 2007. Market research
firm DisplaySear ch (Austin, TX)
ranked Jabil asthe third largest con-
tract provider of LCD TVsfor the pe-
riod behind monitor ODMs TPV and
Proview, which placed first and sec-
ond respectively.

Of the 20.1 million LCD TVs
shipped in Q3, 23% were outsourced,
according to DisplaySearch. Thefirm
reported that Philips outsourced more
than 60% of itsLCD TVsshipped in
the quarter and serves asthe main cus-
tomer in the space for both TPV and
Jabil. Proview’ s primary customer is
said to Polaroid.

TPV’s market share of 19.9% in Q3

remained flat versus the prior quarter,
while both Proview and Jabil each in-
creased their share sequentially. Pro-
view’s shareroseto 17.0% in Q3 from
13.5% in Q2, while Jabil’ s grew to
14.9% in Q3 from 11.0% in Q2, ac-
cording to DisplaySearch.

In fourth place with a Q3 market
share of 14.3% was Amtran, which
dropped from second position in the
previous quarter, DisplaySearch re-
ported. The market research firm iden-
tified Vizio as Amtran’smain
customer. Rounding out the top five
was Wistron with a9.4% share.

LCD TVsform one of the product
areas where EM S providers and
ODMs are now engaged in turf wars
(Oct., p. 1-2).

Interview

Q&A with
Sanmina-SCI’s
Joe Bronson

Seeking improved profitability,
Sanmina-SCI has set acourse to
achieveitslong-awaited turnaround. A
prime mover in the turnaround effort is
Joe Bronson, Sanmina-SCI’ s recently
named president and COO. Bronson
spent 20 years at Applied Materials,
where he rose to executive VP and
CFO, and later became president and
director of FormFactor, a manufactur-
er of wafer probe cards. MMI recently
asked Bronson about a number of key
issuesfor Sanmina-SCI including its
competitive position, margins, sales
decline, enclosures business, footprint
and turnaround effort.

MMI: Asyou know, Flextronics
recently completed its acquisition of
Solectron. How does Sanmina-SClI
compete against amuch larger Flex-
tronics, which can offer Solectron’s
high-end capabilities along with aver-
tical solution for telecom and other
such customers?

Bronson: First, with acompetitor
that has now been consolidated with
another large competitor, alot of cus-
tomers need another source. That gives
us the opportunity to compete for busi-
ness that perhaps the customer already
had two sources for, Flex and Solec-
tron.

MMI: Nortel would be an example
of that?

Bronson: That's one aspect of it.
The other aspect is our capabilities are
similar to Solectron’s. Perhapsthey're
better. | don’t know. I'm not sure. It
depends on what peoplethink. Soit’s
just amatter of the customer now has
another choice or in some cases needs
another choice.

MMI: Sanmina-SCI often citesits
technology as a competitive advan-
tage. Can you name something else
that distinguishes Sanmina-SCI from
its competitors?

Bronson: The whole strategy isto
go after certain markets that are basi-
cally high-mix, low-volume. | think
this differentiates us from al the oth-
ers because al the others are going
after both [types of business]. We're
going to shy away from personal com-
puters, cell phones and lot of what we

Manufacturing Market Insider, December 2007

would call commodity-type products.
So we can use this technology to our
advantage, being able to provide total-
cost solutions for the customer. There
will be amuch more focused effort
and a company more focused on a par-
ticular market as compared with just
going after large, perhaps multibillion-
dollar pieces of businessthat are low
margin.

MMI: Divesting the PC business
will result in higher marginsfor San-
mina-SCI. Isit fair to say that the com-
pany ison amission to regain its
margin leadership of pre-downturn
years? On the last conference call,
[CEO] Jure Sola mentioned double-
digit marginsin connection with the
core business. [He said the core busi-
ness should be a double-digit margin
business.]

Bronson: | think he' s explaining
that all the core markets that we' re go-
ing after have potential for double-
digit margins. Thefirst thing, though,
isto restore the company to a solid
level of profitability. Don’t forget that
in the pre-downturn years Sanminadid
not have the debt burden that it has
today. The company’s profitability has
to improve significantly in order to
take advantage of these markets. There
are three ways of doing it. Oneisto
keep the EM S business the way it has
been running and grow its revenue
base because that will give usleverage
from our footprint and enable us to get
higher margins. Our marginsin EMS
are pretty closeto, if not better than,
almost all the competitors’ margins.
Thething that’ s been dragging down
the company isthe lack of profitability
in the components business. We ex-
pect to return the components business
to profitability fairly quickly. Of
course, that’s another element. The
third element isto retire as much of
the debt as free cash flow will alow.
Thiswill reduce the debt burden on
the company. Therefore, it will reduce
interest expense, which is currently



Interview

running at $150 million per year. We
hope to get that kind of halved this
[fiscal] year.

Y ou asked about regaining margin
leadership of pre-downturn years. The
proof thereisin the pudding. The
competitive landscape certainly has
changed from the pre-downturn years
with the advent of the Chinese compe-
tition and some consolidation in the
industry. So we'll haveto see. But |
would agree with Jure that there are
double-digit potentialsin al theend
marketsthat we'rein. Infact, in some
of the markets we' re already generat-
ing those kinds of margins.

MMI: Fiscal 2007 marked the third
straight year of declining salesfor
Sanmina-SCI. We estimate that divest-
ing the PC business will result in an
annual revenue loss of somewhere
around $3 billion. What do you say to
those who expect growth from acom-
pany in the EMS industry?

Bronson: | think what you have to
do is stay on this particular course that
I’ ve been talking about, which isthe
growth of those end markets. And you
have to be aleader in those markets.
So for example, in the medical market
we're currently the leader. We need to
grow that leadership position and out-
grow the EMS industry. There'sa
combination of thingslike that, wheth-
er it be medical, defense and aero-
space, industrial equipment aswell as
harvesting capabilities from companies
that have yet to outsource their manu-
facturing. So there'salot of potential
there.

| think the overall EMS businessis
certainly asingle-digit kind of growth
business. Soit'sreally going to bea
guestion of share movement. Can we
take share from competitors? Like |
said before, we're not going after this
high-volume business. But can we
grow these markets, take some com-
petitive share—which | believe we can
—and then harvest some of what we're
calling emerging markets such asthe
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alternative energy market to enable the
businessto grow? | don't think any-
body has been able to pin down esti-
mates as to what the sizes of those
markets are right now since there's so
much investment going into some of
those alternative energy applications.

MMI: Isenergy the prime one that
you're looking at?

Bronson: Not just energy. There's
oil and gas. There are drilling toals,
natural resources. There'sawhole
bunch of opportunities that are possi-
ble.

MMI: Inthe future, what should
stakeholders ook for as evidence that
Sanmina-SCI hasfinally accomplished
aturnaround? When should they start
looking?

Bronson: Well, they should start
looking now. | haven't beeninthe
company four months. I’ ve never seen
amore skeptical bunch of stakeholders
in my career. I’'m not used to this de-
gree of skepticism toward aleader.
But that being said, | think we just
have to put up the numbers. That'll be
the evidence. We just have to put up
the numbers and show the naysayers
they’ rewrong. Naysayers, from what |
can see, look like they’re running
about 98% against us. | don’t see any-
body that isreally a supporter of what
the company istrying to do.

So we just haveto doit. The cus-
tomerswill vote, and that’ sthe key. |
think the brand is very vibrant. Cus-
tomers want to see us be successful.
And we'll make progressin these mar-
ketsin my view.

MMI: Inyour estimation, why did
the company choose you for the presi-
dent and COO job?

Bronson: Basically, | know the
businessfairly well. | have an exten-
sive background in operations and fi-
nancial management and managing
large entities. Also, wherever I ve
gone, the market cap hasincreased
quite ahit. So maybe those were some

of the things that the company wasin-
terested in, and hopefully those are the
thingsthat I'll be able to continue to
do.

MMI: Y ou told analysts that one of
your top prioritiesisto fix the enclo-
sures business. How will you find the
revenue to absorb the capacity of that
business?

Bronson: | don’t think that’sthe
problem. | think the problem isthe
former, which isfixing the business.
The business suffered tremendously
from the restructuring of plantsfrom
high-cost countriesto low-cost coun-
tries. | believe there was a significant
brain drain that resulted from that ac-
tivity. And thisis not easy stuff to
build. So we' vereally been getting
after fixing this businessin the last
four months. There are alot of aspects
toit. It'sacombination of people,
business processes, discipline, predict-
ability, awhole bunch of factorslike
that. But | believe the business is mak-
ing good progress.

| think the first six months of the
[fiscal] year will be essentially getting
the operational capability of the enclo-
sures activity on apar with that of the
EM S business or maybejust slightly
below par. That will make usvery
competitive and will enable usto grow
the business because this business
needsto grow. This hasto be abillion-
dollar business for Sanmina. The busi-
nessisthere. We just have to be the
best at it. We do some very, very good
thingswith this business, particularly
the engineering side. Outdoor enclo-
sures are very complex designswith
electronicsinside. Soit’'sareally good
business. It's going to be away to get
the company to grow.

MMI: Onthe call, you also talked
about shortening the cycle time from
guotation to getting paid. How will
you do this, and what effect will it
have on the company?

Bronson: It will have abig effect
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because it will reduce the revenue cy-
cle and reduce our cash cycle days.
WEe' ve been doing pretty well, but for
me the business must grow. Y ou don’t
want to lose business because you're
slow or you submit quotations three or
four different times. Having been a
former customer, | know customers
don't like that. So we're putting alot
of what | would call business process-
esin place to enable these quotations
to be doneright thefirst time. It's
more of an ability to grow our business
as opposed to areceivables collection
kind of problem because we seem to
be doing OK on receivables. But we
need to shorten the cycle time on the
guotationsto bring the businessin.
Thisisagood leveraged opportunity
for higher levels of revenue.

MMI: Based on facility space listed
in Sanmina-SCI’s 10-K, | calculate
that around 55% of total spaceisin
high-cost countries. How do you justi-
fy this percentage? Do you see it
changing over time?

Bronson: Y ou must be counting
Mexico as a high-cost country.

MMI: | did not. My math could be
off.

Bronson: |I’'m not going to argue
with you about math. But wetell peo-
ple and investors that 70% of our ca-
pacity isinlow-cost countries and
30% in high-cost countries. The 30%
primarily represents what we call NPI
plants. These are plants that do new
product introduction and feed the vol-
ume of those products to the low-cost
countries. Thissituation isnot quite
optimized yet because, for example,
our Hungary plants are still somewhat
getting started. They're certainly at
some level of production, but their ca-
pacity is more and more capable. The
same for China, although Chinaisup
and running pretty well. | don’t know
how you'’ re counting Singapore.

MMI: | counted that as high-cost.

Bronson: | don’t know if | would
do that. | would argue that strenuously.

But | think our footprint isfine. |
wouldn’t changeit. In fact, some of
our plantsin high-cost countries are
going to be dedicated to certain end
markets where there’ svery little com-
petition. For example, in our defense
and aerospace business, a big piece of
itisin Huntsville, Alabama. And we
have a printed circuit board plant
that’s pretty dedicated to the defense
and aerospace business in Southern
California. Soin asensethat’snot a
situation wherewe'regoingto beina
cost competitiveness situation. | think
we can offer virtually any customer the
kind of footprint that they need to
achievelow cost. That’s one reason
why the company spent abillionand a
half dollars on restructuring. It was
very painful. But they had to get a
low-cost capability in Chinaand
Southeast Asia. And Mexicoisavery
good operation for us. So | really don't
see the footprint changing from here.

I’m sure conditions change. But
one of the things Sanmina must do go-
ing forward isto understand that ratio-
nalizing capacity isafact of lifeand a
cost of doing business. It’s not some
massive effort. It s just an ongoing
cost that has to be recovered.

MMI: | don’t have anything to ask
further unless you want to add some-
thing.

Bronson: | think the key thingisto
understand that the turnaround of the
company is based on fixing the com-
ponents business. | guess one thing
you haven’'t covered hereisthe cash
flow of the company and how we're
reducing debt. We've already an-
nounced taking out $120 million of
debt this quarter. | think when we sell
the PC businesswe'll be applying the
proceeds of that sale to debt reduction.
So from aliquidity standpoint, we're
going to bein pretty good shape. De-
pending on what layersweintend to
take out, my senseiswewon't have
any debt becoming due until 2013. We
have a $500-million revolving credit
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agreement with no borrowings out-
standing under that agreement. And
We're going to run somewhere be-
tween eight and nine hundred million
of cash while we're doing all this. So
that’s akey to the company’ sturn-
around and certainly increasing the
profitability.

| think that while growth isimpor-
tant, certainly we'd like to see the
company operate at about an $8-bil-
lion runrate. The most important thing
this[fiscal] year isto realy return the
company to profitability, settle the
infrastructure down, and start to pene-
trate these end markets to get our-
selvesinto an $8-billion opportunity.

In EMS, we're as profitable as any-
body else. If we can get components to
the same level of profitability asEMS,
| think we'll be able to get the compa-
ny on a good growth trajectory and get
back to the glory days before the
downturn. There'salot of execution
between now and then. So we're going
to takeit aquarter at atime and see
how we' re doing.

News

Microsoft Confirms Shift
of Xbox Business

Responding to an MMI inquiry, Mi-
crosoft has confirmed that it trans-
ferred Xbox production volumes from
Wistron (Hsinchu, Taiwan) to the oth-
er two contract manufacturers of the
Xbox, Celestica (Toronto, Canada)
and Flextronics (Singapore). Accord-
ing to Microsoft, its contract with
Wistron voluntarily expired on July 1.

Microsoft stated that these types of
adjustments are considered a common
business practice within the consumer
electronicsindustry and should not
reflect on the relationship between Mi-
crosoft and Wistron.

In November, Digitimes reported
that Wistron and Microsoft were un-
able to reach an agreement regarding
Xbox manufacture and that Wistron



had wound down production of the
Xbox 360 console. This report said
Wistron and the other contract manu-
facturers had been facing pricing pres-
sure from Microsoft. According to the
report, Flextronics ended up with more
than 60% of Xbox console volumes.
Thisfigure, however, has not been
confirmed.

Beyonics To Acquire
Seagate Operation

On Dec. 28, publicly held Beyonics
Technology (Singapore), an MMI Top
50 EM S provider, is scheduled to
close on its acquisition of Seagate's
PCBA activity in Senai, Malaysia.
Closing is subject to certain condi-
tions. As part of thisdeal, Beyonics
will provide Seagate with PCBA prod-
ucts under athree-year supply agree-
ment.

Beyonicswill purchase the business
and certain assets of Seagate Senal
including the Senai factory, equip-
ment, fixed assets, contracts and in-
ventory. The sale of this operation was
done through competitive bidding. The
purchase price was not disclosed.

According to Beyonics, annual rev-
enue from the PCBA supply agree-
ment is not expected to have a material
effect on EPSfor the fiscal year end-
ing July 31, 2008.

The provider believes that this deal
will further strengthen its strategic
partnership with Seagate.

For the quarter ended Oct. 31, Be-
yonics posted sales of S$214.4 million
(about $147 million), down 12.7%
year over year. Net profit attributable
to shareholders amounted to S$3.6
million, representing a decrease of
48.1% from ayear earlier.

More new business...Flextronics
will expand its relationship with M PC
(Nampa, ID) by providing supply
chain consulting and materials pro-
curement servicesfor the customer’s
U.S.-based PC business. MPC, which
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acquired Gateway's professional busi-
ness in October, provides I T hardware
solutions to the small and medium
business, government and education
markets....According to published re-
ports, Cal-Comp Electronics
(Bangkok, Thailand) will increase its
PCB assembly business from disk
drive maker Seagate through a new
three-year contract....SpectraCure
(Lund, Sweden), amedical technology
company, has engaged Top 50 EMS
provider Kitron (Lysaker, Norway)
for further development of hardware,
software and manufacturing of instru-
mentsfor clinical trials of a cancer
treatment called photodynamic thera-
py. This project concerns solid tumors
inside the human body. In addition,
Kitron and Saab Avitronics have en-
tered into two new agreements, ex-
panding their relationship. Involving
Saab Avitronics' businessin civil and
military electronics aviation systems,
the contracts are worth about NOK 10
million ($1.8 million) over three
years....LaBarge (St. Louis, MO) has
announced three new pieces of busi-
ness. First, the provider has received a
$13.9-million contract from Raytheon
Space and Airbor ne Systems for
continued production of electronic as-
sembliesfor the F-22 stealth fighter.
Secondly, LaBarge will produce com-
plex wire harnesses for the AtlasV
launch vehicle under a $6.3-million
contract from United Launch Alli-
ance, ajoint venture between Boeing
and L ockheed Martin. In the third
instance, BAE Systems (Nashua, NH)
has given LaBarge $3.3 million in fol-
low-on orders to manufacture rugge-
dized card assemblies used in military
applications....Avici Systems has cho-
sen Lightspeed Manufacturing
(Methuen, MA), an EMS provider and
BGA technology specidlist, to perform
all component replacement and repair
work for Avici’ srouter products.
Lightspeed will work with Labman
One, aprovider of electronic laborato-
ry services, to provide depot repair

servicesfor Avici and manage its rout-
er maintenance program. ...Connect
Systems, the contract manufacturing
division of IPTE (Genk, Belgium),
has received an order worth 4 million
euros from Unitron (Poperinge, Bel-
gium) for production of switch units
for satellite TV. Direct TV has con-
tracted Unitron to supply the switch
units.

CEl To Acquire Electro-
mechanical House

CEI Contract Manufacturing
Limited, apublicly held EMS compa-
ny based in Singapore, has entered
into an agreement to acquire IC
Equipment PtelL td, an electrome-
chanical operation, and the equity of
its Shanghai subsidiary for atotal con-
sideration of S$5.1 million ($3.5 mil-
lion).

IC Equipment isin the business of
designing and manufacturing electro-
mechanical modules and machinesfor
different industry segments. According
to CEl, it ismaking thisacquisition to
add equipment assembly capabilities
that will provide higher valued-added
and complementary servicesto cus-
tomers. CEl also believes that the deal
will further differentiate it from other
low-volume PCB assembly houses.

The company will pay 30% of the
purchase price in cash and 70%
through a stock issue. Closing is sub-
ject to approval by CEIl’'s board and
other conditions.

New alliance...Palomar Technolo-
gies (Carlshad, CA), which provides
equipment, process devel opment, and
assembly services for microelectron-
ics, has partnered with an EM S pro-
vider, Vision Manufacturing, Inc.
(VMI) of Vista, CA. Through this
alliance, Palomar’ s microelectronic
packaging service, Palomar Micro-
electronics, can offer customers PWB
and SMT servicesin addition to what
the packaging service can supply.
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News

New facility investments... EMS
provider Fawn EI(Zactronics has moved
to anew 47,000-ft” manufacturing fa-
cility in Nashville, NC. Two years ago,
afire destroyed Fawn’soriginal plant
in ElIm City, NC, and the provider had
been operating out of atemporary fa-
cility in Wilson, NC. Fawn hasinvest-
ed over $2 million in new production
equipment, which not only replaces
previous capabilities but also adds new
ones. The new facility is“larger and
more flexible in terms of production
capabilities’ than the original plant,
reported Art Rutledge, Fawn’s presi-
dent. Employing 90 to 100 people,
Fawn Electronicsisasubsidiary of
Fawn Industries (Timonium,
MD)....Enics (Baden, Switzerland)
has started a project to establish a
PCBA operation in Lohja, Finland.
The company has also earmarked in-
vestment for its customer service cen-
ters in Finland....TT electronic
manufacturing services L td.
(TTems) hasincreased SMT capacity
by 25% at its Rogerstone, South Wales
(UK), base and has expanded its man-
ufacturing and comrgercial premizses
there from 55,000 ft to 89,000 ft to
provide more space for system assem-
bly and logistics. TTemsrecently in-
vested £2 million inits UK operation.
A subsidiary of TT electronicsplc,
TTems also offers manufacturing ca-
pability inthe USA, Malaysiaand
China....Connect Systemsof Belgium,
IPTE'sEMSdivision, will move Ro- ,
manian operations to anew 16,000-m
factory in Oradea. The phased transfer
is expected to begin at the end of this
year and extend into Q1 2008.

Touch panels attract Flextronics
and Hon Hai...The world’ s two largest
EMS providers have pursued touch
panel technology thisyear. At an ana-
lyst and investor meeting held last
month, Flextronics disclosed that
touch panels were the only new tech-
nology that the company added in
2007 and that it had begun shipments

of atouch panel. Multek, Flextronics
PCB fabrication unit, runs the compa-
ny’ s touch panel operation.

Hon Hai will partner with Y osun
Industrial, acomponent distributor,
and Elan Microelectronics, an IC de-
sign house, to offer atouch panel solu-
tion for mobile-phone customers,
Digitimes reported. What's more, ear-
lier Hon Hai through subsidiaries took
a42% stake in G-Tech Optoelectron-
ics, aglass processor, and reportedly
the two will jointly devel op touch pan-
els (Oct., p. 6).

People on the move.. As part of a
recently announced action plan,
Elcoteq (Espoo, Finland) has adopted
anew organization model comprised
of three business areas. personal com-
muni cations, communi cations net-
works and home communications
(Nov., p. 5). Anssi Korhonen will head
the personal communications business;
Tommi Pettersson will run communi-
cations networks; and VesaKerénen
will take responsihility for home
communications....Jurong Technolo-
gies (Singapore) has appointed
Cheang Chee Ming president and
CEO.....Mikael Jonson, who relin-
quished the CEO job at Partner Tech
(Malma, Sweden), isalso resigning
from the board of directors (Oct., p.
7)....David Brakenwagen has joined
EPIC Technologies (Norwalk, OH) as
VP of new business development. He
previously served as VP of salesfor
Solectron....MEC, The Milwaukee
Electronics Cor poration, has named
Hani Malek GM of its Milwaukee, WI,
EMSfacility aswell as national sales
and marketing manager. With over 12
years experience in EMS operations
management, Malek previously held
the position of VP and GM of Preco
Electronicsin Peoria, IL....Lorin
Krueger will resign his position as
CEO of Winland Electronics (Man-
kato, MN), apublicly held EMS com-
pany. He will step down effective Jan.
2,2008....VirTex Assembly, an EMS
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provider in Austin, TX, has hired
Cathy Chamseddine as VP of manu-
facturing operations, anewly created
position. With over 20 years of experi-
encein EMS, Chamseddine started an
EMS company, Excel Electronics,
which was sold to Celestica in 2001.
While at Celestica, she served as di-
rector of operations at the company’s
Austin location. Most recently, Cham-
seddine was director of manufacturing
and procurement at Augmentix, ama-
jor customer of VirTex.

Flextronics sells Swedish unit...On
Nov. 1, Flextronics (Singapore) sold a
consulting operation in Géteborg,
Sweden, to Prevas (V asteras, Swe-
den), an IT consulting company. The
activity employed about 50 embedded
systemsspecialists.

New restructuring...PartnerTechis
adopting an action program to adjust
costs to lower sales and to streamline
operations. As aresult, the company
plans to make a staff reduction that
will affect around 150 employees, pri-
marily at unitsin Sweden, Finland and
the UK. Thetotal program will save an
estimated SEK 100 million ($15.6 mil-
lion) on afull-year basis. Non-recur-
ring costs of SEK 50 million ($7.8
million) will be charged to Q4
earnings....In an earnings conference
call last month, Kimball I nter nation-
al (Jasper, IN) said it had told employ-
ees at its Gaylord, M1, and Hibbing,
MN, sites that the company would be
moving out of thetwo EM Sfacilities
in the next six to nine months. Kimball
obtained the two plants as part of its
acquisition of Reptron Electronics
earlier thisyear (Feb., p. 7-8)....Sim-
clar, Inc. (Hiaeah, FL), aNorth
American EMS provider, plansto con-
solidate its metal fabrication opera-
tionsinto its Matamoros, Mexico,
facility. Asaresult, Simclar’s Winter-
ville, NC, facility will close. Simclar,
Inc. isasubsidiary of Scotland’s Sim-
clar Group.



Last Word

Restructuring Finally
Coming to an End?

Since wholesale restructuring in the
EM Sindustry beganin 2001, many thou-
sands of employees havelost their jobs.
With numbers so high, it's easy to lose
sight of the people behind the statistics.
The EMSindustry has suffered aswell.
Idle capacity meant unabsorbed over-
head, which in turn dragged margins
downward. It was a structural problem
that could not be attributed to any one
company. Unfortunately, anindustry with
a structural problem repels investors,
depressesstock pricesandfrustratesman-
agement.

It can be argued that much of this
restructuringwasunavoidable. After the
downturn, the industry faced a perfect
storm of lower overall demand and a
customer shift from high- to low-cost
manufacturing sites. Thesetwo converg-
ing waves|eft many high-cost locations
underutilized, leading to their eventual
demise. On the other hand, some might
counter that if major providers had not
acquired so many high-cost plantsfrom
their customers, much of thisovercapac-
ity would have been avoided. As the
saying goes, hindsight is 20-20. At that
time, inorder towinthebusinessprovid-
ers had to acquire facilities.

Restructuring continues six years af -
ter it began. Thisactivity hasbeengoing
on so long that someone could say re-
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structuring has become arecurring cost
of doing business in the EMS space.
Nevertheless, programmatic restructur-
ing cannot go on indefinitely. Eventual -
ly, the mix of low- and high-cost space
reachesan equilibriumthat satisfiesmost
customers. This point may be near in a
number of cases.

Of the four largest providers with
restructuring programs, two are due to
completetheir programsin thefirst half
of 2008, and one might finish sooner.
Celestica expectsto take the remaining
charges of its program in Q4 2007 and
the first half of next year. On Nov. 6,
Flextronics announced a restructuring
plan in conjunction with its acquisition
of Solectron (Nov., p. 1-2). Flextronics
plansto complete closuresand any sales
of facilities over the six monthsfollow-
ing this announcement. Sanmina-SCI
anticipatesthat it will completerestruc-
turing by the end of this year, with the
possi bleexception of oneplant that might
dipintotheJanuary-February 2008time
frame. The fourth provider, Jabil Cir-
cuit, expectsto record the remainder of
its restructuring charges primarily over
itsfiscal year ending August 2008 with
some contract termination costs to be
incurredlater on. MMI’ strandl ation: Jabil
expects to be finished restructuring no
later than August 2008.

Flextronics has drawn aline in the
sand by saying it will not be a chronic
restructurer (Nov. p. 2). There will be

Subscription Form

[] Please bill me.

[] send the print edition. [ ] Or send the electronic edition (pdf).
] Payment is enclosed to JBT Communications.

[] Charge my credit card (see below).

Burlington, VT 05401-3911. Fax (802) 651-9336.

competitive pressure on other providers
not to cross that line once they have
finished their current restructuring pro-
grams.

Still, new restructuring actions are
bound to occur. For example, European
providers Elcoteq and PartnerTech
recently announced the needtorational -
ize operations.

But the pandemic restructuring that
has gripped the industry for the last six
years could die out next year, if the mix
of high-and low-cost space has reached
the proper balance and demand holds
up. Let’skeep our fingers crossed.
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