
Chart 1: Top 50 Growth Rates
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  If, as the saying goes, all good
things must come to an end, that was
not the case in 2007. For the fourth
straight year, the MMI Top 50 EMS
providers together generated annual
growth above 15%. Aggregate growth
for the Top 50 providers in 2007
amounted to a healthy 16.7% on sales
of $141.3 billion.

  Last year’s growth fell 1.9 percent-
age points shy of the 2006 Top 50
growth rate of 18.6% (as updated), but
was ahead of  the 15.3% result
achieved in 2005 (Chart 1).

  The large providers making up the
Top 50 now account for the bulk of
EMS industry sales. Based on an aver-
age estimate of $177.0 billion for EMS
industry sales in 2007 (Dec. 2007, p.
2), the Top 50 represented about 80%
of industry revenue last year.

  Every year, MMI surveys the indus-
try to find the 50 largest EMS provid-
ers by calendar year sales. It took a
minimum of $229 million in sales to
make the 2007 edition of the Top 50.
Qualifying for the Top 50 continues to
be more demanding. The cutoff point
went up by $16 million for 2007, the
latest in a series of increases since
2001 (Chart 2, p. 4).

  Top 50 EMS providers were ranked
based on calendar 2007 sales in U.S.
dollars. See the tables on pages 2-4.
Where possible, sales of non-EMS
businesses were excluded. Nine partic-
ipants in the Top 50 survey did not

Top 50 Combine for Another Double-Digit Year
make the cutoff. They appear in a table
on page 5.

  For ranking purposes, sales report-
ed in currencies other than the U.S.
dollar were converted into U.S. dollars
by using an average exchange rate for
2007. The default rate was that pub-
lished by the U.S. Federal Reserve.
MMI believes that this is the most ac-
curate way of determining the U.S.-
dollar value of a provider’s sales when
given in other currencies. Since sales

are accumulated throughout the year, it
only makes sense to use an exchange
rate that reflects the entire year. This
method also applies to the prior year’s
sales, which were changed into dollars
by using an average 2006 rate. Be-
cause this was the same procedure
used to calculate the 2006 Top 50 or-
der, 2006 sales listed last year were
consistent with the 2006 figures from
the current survey.

  The Top 50 method wins on rank-
ing accuracy
and consistency,
but it does in-
flate growth
rates when the
U.S. dollar con-
tinues to lose
value against
other curren-
cies. For exam-
ple, Top 50
growth rates for
euro-based pro-
continued on p. 4
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Chart 3: Top 50 % Growth 2007
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viders are around 9 to 10 points higher
than what the companies reported in
euros.

  In first place among Top 50 provid-
ers was Hon Hai Precision Industry,
which has built up a nearly unassail-
able lead over the rest of the industry
(table, p. 2). Hon Hai continues to gain
market share within the Top 50 and,

by extension, the industry at large.
Based on estimated sales (Hon Hai is
not required to report consolidated
sales until the end of April), Hon Hai
accounted for about 37% of Top 50
sales, or about 29% of industry reve-
nue. By virtue of the company’s size,
its results can sway the
Top 50 growth rate.

Hon Hai added some 4.2 percentage
points to Top 50 growth in 2007,
which otherwise would have been
12.4% (Chart 3).

  Flextronics remained in second
position, while the next four compa-
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nies in the order, Jabil Circuit, San-
mina-SCI, Celestica and Elcoteq, all
moved up one spot from 2006 due to
the disappearance of Solectron, which
was acquired by Flextronics last year.
Kinpo Group’s combination of Kin-
po Electronics and Cal-Comp Elec-
tronics rose two positions to number
seven. Benchmark kept its eighth
place, and Venture advanced by one
position to ninth. Rounding out the top
10 was a new member, Universal Sci-
entific Industrial, which set the top
10 minimum at $1.98 billion, nearly
the same as 2006’s cutoff of $1.97 bil-
lion.

  The top 10 represented about 87%
of Top 50 sales and about 70% of in-
dustry revenue. Combined sales for the
top 10 totaled $123.4 billion and grew
17.7% for 2007.

  Five providers, all Europe-based,
joined the Top 50 for the first time. In
alphabetical order, they are ASTEEL,
Connect Systems International, EN
ElectronicNetwork, EPIQ and TT
electronics. None of them are near the
bottom of the Top 50 so currency ef-
fects did not put them on the list. Four
out of five made the Top 50 either be-
cause of business growth or because
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they were missed in prior surveys. The
fifth, TT electronics, joined the club
after adding in automotive business
that was not counted previously.

  As in past years, Top 50 data yield-
ed two productivity ratios. A subset of
48 companies that supplied the requi-
site data averaged $141,500 in revenue
per employee. The other ratio, revenue
per square foot, was derived from a
group of 44 providers. Their facilities
on the average generated $704 per
square foot. That’s down 9% from the
2006 average of $771 based on 45
providers. Unlike in 2006, the 2007
ratios include fiscal year rather calen-
dar year sales in two cases where em-
ployee and facility space data
correspond to a fiscal year end. Note
that 2007 ratios are based on data
some of which are approximate.

  Also be aware that other Top 50
results may contain inaccuracies aris-
ing from estimates of Hon Hai’s sales
and the inability to exclude its non-
EMS businesses.

ODMs Still on a Roll
  Preliminary 2007 results for eight

of the largest ODMs indicate that the
ODM side of the outsourcing space
again outgrew the EMS sector. For
2007, these eight ODMs produced
combined growth of 37.1% expressed
in NT dollars or 35.6% in U.S. dollars

(see table). Growth figures are based
on cumulative monthly revenues post-
ed by the Taiwan Stock Exchange on a
non-consolidated basis.

  Either way you express this growth,
it’s far above what was predicted for
the ODM segment at large (Dec. 2007,
p. 2). If this high growth holds up
when other large ODMs are added and
results are consolidated, it will lead to
the conclusion that, contrary to fore-
casts, there was no sign in 2007 of
EMS growth catching up to ODM
growth. The corollary is that the EMS
industry’s share of the outsourcing
space eroded further last year.

  One way to see market share ero-
sion is to compare this ODM growth
rate with the 2007 increase generated
by the largest EMS providers. The top
10 EMS players together boosted their
2007 sales by 17.7%, while the Top 50
grew revenue by 16.7% (see cover sto-
ry). Compared with the eight large
ODMs, the growth gap for the top 10
was 17.9 percentage points; Top 50
growth lagged by 18.9 points.

  Driving ODM growth were four
companies whose annual increases
were nearly 40% or better in U.S. dol-
lar terms (table). Quanta Computer,
the largest ODM, also had the highest
growth rate. Worldwide demand for
notebook computers, a segment domi-
nated by ODMs, had much to do with
this growth. The shift from desktops to
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notebooks has been a boon to note-
book ODMs.

  In this century, the ODM model,
which focuses on a limited number of
product areas, has been a superior
growth engine overall. Will this de-
pendence on notebooks and a few oth-
er products such flat-panel TVs and
mobile phones eventually catch up
with the ODM industry? Despite the
financial woes of the U.S. economy, a
recent IDC forecast calls for a 26.2%
increase in portable computer ship-
ments in 2008. That’s down from a
33.8% increase in 2007, but is nothing
to sniff at.

  Yet the seemingly bulletproof

ODM industry may have developed a
crack in its armor. That crack is called
competition. ODMs have not feared
outside competition in notebooks until
the recent entry of Flextronics through
its acquisition of Arima’s notebook
and server businesses (see News be-
low). But the same is not true in the
mobile phone arena. According market
research firm iSuppli, EMS providers
last year shipped more than twice as
many mobile phones as compared with
ODM deliveries. ODM shipments
went down by 3.9 percentage points to
9% of the handset total in 2007, while
EMS shipments rose by 4.5 points to
21.1%, reports iSuppli.

World Markets

India’s Supply Base:
A Work in Progress

  Disaffection with China may not be
great, but it is growing. A recent sur-
vey by management consulting firm
Booz Allen Hamilton and the Ameri-
can Chamber of Conference
Shanghai found that 17% of the 66
companies polled plan to relocate at
least some of their China-based opera-
tions to other countries. Although 63%
of this group see Vietnam as their top
alternative to China, 37% say India is
their first choice. Comparing Vietnam,
which is being groomed for export,
with India, whose domestic market is
the main attraction, may be akin to
sampling fruits of different varieties.
That said, Vietnam may have received
more votes, but when it comes to a
supply chain for electronics manufac-
turing, India is ahead.

  One of the best examples of supply
chain progress in India can be found in
the mobile phone space, where pro-
duction revenues are projected to in-
crease at a 26.6% compound annual
rate, reaching $13.6 billion by 2011,
according to EMS provider Elcoteq.
For mobile handsets, “it’s possible to
localize easily around 20 to 30% of

the input material,” says Rajen Vaga-
dia, Elcoteq’s head of Sales-India.

  Nokia has been a primer mover in
the development of a supplier ecosys-
tem for mobile phone production. As
of December 2007, the Nokia Telecom
Park near Chennai had seven compo-
nent manufacturers, two of which were
commercially operational and supply-
ing components to Nokia, the compa-
ny said in statement. Published reports
identify these suppliers as Aspocomp
(PCBs), Foxconn (EMS), Jabil
(EMS), Laird (antennae, EMI shield-
ing) Perlos (mechanics and electrome-
chanical components), Salcomp
(power supplies) and Wintek (dis-
plays). (Note that Aspocomp recently
sold its India unit to a joint venture
with Meadville Holdings, which owns
80% of the venture. Also, Perlos has
been part of the Lite-On Group since
November 2007.)

  Within mobile phone space, India-
supplied material is predicted to have
the greatest effect on entry-level
phones, where price points are around
$30. “With the supply chain ecosystem
developing slowing and gradually, we
would see the benefits of savings in
freight, inventory holding cost, lower
input cost, better service, etc. being
translated in reduction of the cost of
the product further. We already have

charger, cabling, packing, printing,
key-pad and plastic vendors now es-
tablished in India. Going forward, we
would want to see more of PCB and
component suppliers coming to India,”
says Vagadia.

  The potential for entry-level phones
in India is large because, according to
Vagadia, the majority of India’s next
250 million subscribers will come
from rural areas, where operators will
predominantly use bundled low-cost
handsets to acquire new subscribers.
While Nokia has the manufacturing in
India to produce these handsets local-
ly, phones of other major players in
the entry-level segment are imported,
reports Vagadia. Entry-level phones
have been targeted for manufacturing
in India.

  India’s supply base already in-
cludes established multinational com-
panies such as Rittal in enclosures,
Nypro in plastics, and AT&S in
PCBs. But there still is a conspicuous
lack of component suppliers, especial-
ly semiconductor manufacturers. Ac-
cording to Vagadia, a negligible
portion of the components used in In-
dia are produced domestically.

  Recognizing the need to build up an
indigenous supply base for compo-
nents, the Indian government last year
adopted a semiconductor policy that
offers companies incentives for invest-
ing in the manufacture of semiconduc-
tors, displays and other such devices.
Vagadia believes that this policy is
working. “We are going to see quite a
few of these companies coming into
India over the next few years,” he says.

News

Flextronics Wraps Up
Phase 1 of Arima Deal

  Flextronics (Singapore) has com-
pleted the first phase of a two-part ac-
quisition of Arima Computer’s
notebook and server businesses. The
deal was initially reported here in the
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fall of last year (Sept. 2007, p. 5).
Closed on March 18, phase one in-
cluded the acquisition of the design
and service groups of Arima.

  The second phase of the deal will
include the acquisition of Arima’s
notebook and server manufacturing
facility in WuJiang, China, and is ex-
pected to close in April 2008.

  This deal enables Flextronics to
enter the notebook ODM business,
while enhancing the company’s ODM
server offering.

Hon Hai Buys Czech
Plant, Says Report

  Hon Hai Precision Industry
(Tucheng City, Taiwan), the world’s
largest EMS provider also known as
Foxconn, has purchased a plant locat-
ed in the Czech Republic and operated
by FIC CZ, according to Thomas Fi-
nancial News, which cited a report in a
Czech daily newspaper. FIC CZ is the
Czech branch of Taiwanese ODM
First International Computer, or
FIC. The acquisition will give Hon Hai
its third plant in the Czech Republic.

  Located in Rudna near Prague, the
country’s capital, FIC CZ produces
PCs, LCD and plasma TVs, monitors
and other electronic devices, according
to its web page.

  Similarly, the Economic Daily, a
Chinese language paper, reported this
month that Hon Hai plans to acquire
FIC’s Czech PC operation. While not
denying this report, Hon Hai respond-
ed by urging investors to base their
information on company disclosures,
which follow rules and regulation.

CTS Adds
California Provider

  CTS Corporation (Elkhart, IN), a
component manufacturer and Top 50
EMS provider, has acquired Orion
Manufacturing, a privately held EMS
company in San Jose, CA, for about
$10 million in cash. The deal also in-

cludes an earnout of up to $1.75 mil-
lion in cash contingent on the achieve-
ment of certain financial targets in
2008 and 2009. CTS expects the trans-
action to be accretive in year one.

  Orion generated 2007 sales of
about $27 million. Operations take
place in two buildings totaling about
30,000 ft

2
, according to the company’s

website. The low-volume, high-mix
specialist provides turnkey EMS to
customers in the defense and aero-
space, industrial and medical markets.
CTS says this acquisition broadens the
company’s customer base within tar-
geted markets.

  The company expects to achieve
significant synergies by combining the
Orion operation with the CTS opera-
tion in Santa Clara, CA.

RAD Electronics Makes
Colorado Acquisition

  RAD Electronics (Sun Valley,
CA), a contract manufacturing compa-
ny with operations in the U.S. and
Mexico, has expanded its EMS busi-
ness with the purchase of RPM Tech-
nology, an EMS provider in Fort
Collins, CO.

  With around 120 employees, RPM
provides complex assembly of PCBs
for companies in the semiconductor,
medical, industrial controls and instru-
mentation industries. Current plans are
to have RPM continue operating at its
present location with Rob Malcom
remaining as president. As a wholly
subsidiary of RAD, the newly acquired
company will be renamed RPM Elec-
tronics.

  “We have been searching for a sol-
id EMS company in the Rocky Moun-
tain region to serve that growing area.
We were fortunate to find that compa-
ny in RPM Technologies,” says Chuck
Mann, RAD’s CEO.

  RAD specializes in complex assem-
bly of PCBs, custom and molded cable
assemblies, and over molded embed-

ded electronics. Serving the medical,
military and aerospace, and industrial
electronics sectors, RAD has three
manufacturing locations: Sun Valley,
CA; Wilmington, MA; and Tijuana,
Mexico.

  “Our plan is to continue to expand
in the Rocky Mountain area as well as
other emerging growth regions in
North America through organic and
external growth. Outsourcing in North
America in our target industries is ex-
pected to continue at an accelerated
rate over the next several years, and
we intend to be a major part of this
exciting opportunity,” says Mann.

NOTE to Gain
Mechanical Skills

  Top 50 EMS provider NOTE
(Danderyd, Sweden) has signed a let-
ter of intent to acquire a mechanical
engineering company in Järfälla out-
side Stockholm, Sweden. This move is
in line with the NOTE’s effort to up-
grade its capacity for quickly develop-
ing sophisticated mechanical
prototypes close to the customer.

  With about 20 employees, the un-
named mechanical firm offers skills in
high-precision machining. Its products
and associated services are supplied to
the nuclear and telecom industries,
among others. Annualized sales are
running at some SEK 25 million ($4.1
million).

  The acquisition is expected to bene-
fit NOTE’s operating profit in the cur-
rent year.

  Investment by FIH... Foxconn In-
ternational Holdings, Hon Hai’s ma-
jority-owned handset subsidiary, has
obtained a 24% stake in Taiwan-based
Ways Technical, which does plastic
surface finishing. It was reported earli-
er that this deal was in the works (Jan.,
p. 7). Two FIH subsidiaries together
spent NT$1.045 billion ($34.8 mil-
lion) for this stake.
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News

New business…Ceravision (Bletch-
ley Park, UK), developer of a high-
efficiency light bulb system powered
by microwaves, has selected Sanmi-
na-SCI (San Jose, CA) as its world-
wide manufacturing partner.
…Transcend Information (Taipei,
Taiwan) has partnered with Hon Hai
for production of digital music players,
according to Digitimes…A local news-
paper reports that Benchmark Elec-
tronics’ plant in Rochester, MN, is
preparing to begin production of a new
diagnostic device based on a Mayo
Clinic technique that uses vibrations to
image the body. Reportedly, the de-
vice will be marketed by an MRI
company….Top 50 provider Suntron
(Phoenix, AZ) and Honeywell Inter-
national have completed a contract
extension for two and one-half years.
Suntron provides manufacturing ser-
vices for Honeywell’s aerospace busi-
ness at Suntron’s AS 9100-certified
facilities in the U.S. and Mexico. Also,
Suntron has landed a contract to manu-
facture complex PCB assemblies for
Celco California, a provider of televi-
sion PCBAs to the consumer electron-
ics market. The contracted PCBAs are
related to plasma TVs. Celco Califor-
nia is a division of Celco Japan
Group, a consumer electronics maker.

  Collaboration…Celestica (Toron-
to, Canada) has collaborated with

Microsoft on the design and manufac-
turing of prototypes for a development
platform intended to improve the abili-
ty of Microsoft and other companies to
conduct computer architecture
research….EMS provider Ultraflex
International (Ronkonkoma, NY) is
one of five members of a partnership
offering LCD touch screen solutions
focused on the design cycle.

  New facilities…Top 50 provider
SMTC (Toronto, Canada) has expand-
ed its Enclosure Division operations
into Mexico with the addition of a
dedicated precision metal fabrication
facility on its Chihuahua, Mexico,
campus….Next month, ESCATEC
(Penang, Malaysia) will open a new
3,000-m

2
 facility in Penang, and SMT

capacity will increase by two
lines….Top 50 provider Zollner
(Zandt, Germany) plans to start pro-
duction in Beja, Tunisia, in May.

  People on the move…Celestica has
appointed John Boucher as executive
VP, supply chain management solu-
tions and chief procurement officer
and Elizabeth DelBianco as executive
VP, chief legal and administrative of-
ficer and corporate secretary. These
are expanded roles for both
people….David Hockenbrocht, who
had been CEO and president of Spar-
ton (Jackson, MI), retired this month

and also resigned from the company’s
board. The board named Richard Lan-
gley interim president and CEO and
Joseph Lerczak interim CFO. He suc-
ceeded Langley, who had been
CFO….Rune Glavare, who was ap-
pointed acting CEO of Top 50 provid-
er PartnerTech (Malmö, Sweden) in
October 2007, will remain at the helm
as president and CEO.

  Some financial news…Last month,
Plexus (Neenah, WI) announced a
plan to buy back up to $200 million of
its common stock.


