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More User Group Fiestal

Rockwell PSUG, Autamation Perspectives, Automation Fair, HUE EMEA Emerson’s FMEA

Progress Report and Honeywell’s new Lustamer Lenter

Rockwell Automation’s Process Solu-
tions User Group opened with rock
music and a slick video touting the ap-
plications and
users of
PlantPAx.

Steve Pulsifer,
global director
of process mar-
ket development
opened the
meeting, noting
that PSUG had
grown to over
900 people from

Steve Pulsifer

20 countries and 12 industries. This is a
phenomenal growth rate over the past
five years. PSUG, of course, is only one
event during the week of Automation
Fair, which is expected to draw upwards
0f 40,000 attendees in all. Joy Ward,
INSIDER columnist, noted the over-
whelming number of male attendees,
and wondered where all the women
were.

John Genovesi, vice president and gen-
eral manager, information software and
process business, talked about what he
called “the modern DCS” and how it
supports the Connected Enterprise. He
touched on Rockwell’s $6.2 billion reve-
nue last year, and promoted Rockwell as
“the largest company focused on auto-
mation.”

Genovesi talked about Rockwell’s strat-
egy to deliver the connected enterprise.
"Connectivity is a hidden value amplifi-
er. By leveraging modern technology,
we bring people closer to the process
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The Internet of Things is expected to drop
close to $19 trillion into the global economy,
and Rockwell’s decisions, according to Gen-
ovesi, are driven to “help you catch the value
of [0T.”
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Genovesi gave
a rousing sales
talk about
PlantPAx and
the upcoming
roadmap for
the software.
There will be
an integrated
design envi-
ronment, and
reference ar-
chitecture
tools. There
will be better
tools for skid
integration,
and Genovesi
promised that PlantPAx will continue to be a
scalable control system.
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SEries
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Walt Boyes
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Wolfgang Seel by Joy Ward
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John Genovesi

One of the interesting comments Genovesi
made was that Rockwell is developing a
blowout preventer control system in cooper-
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ation with Shell.

Health Watch

You can find the Insider Health
Watch on page 20 in this issue, ...and
we have a whole lot more inside!!

Happy Happy World: Thomas Frey, Ex-
ecutive Director of the DaVinci Institute and
a noted futurist, gave the featured keynote at
PSUG. He regaled an audience of engineers
with a happy, happy litany of how the future
will hold a plethora of "Internet of Things"
related items that will do everything from
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printing factories and
houses to clothes and
body sensors that remove
the need for doctors. Sen-
sors and Big Data instead
of doctors and nurses?
Are you sure about this?

The INSIDER was
shocked and saddened at
how all of these expected
changes were simply
accepted and even em-
braced, at least by Frey,
without apparently the
least thought for how it
will affect the future of real humans.

Thomas Frey, Happy Futurist

What Frey envisioned was a future where things and computers
do work, everything from construction to creation, and the hu-
mans "enjoy" their freedom from actually doing anything, like
driving. Frey seemed to think this was reasonable and well
within spec for humanity. Who is going to provide the capital
for this, and who’s going to own it? If Frey-world comes to be,
we are looking at a permanent division of humanity into global
poor and a very small superrich that rules them.

Not all humans are suited to being part of the team of 1 or 3
people running a massive house-printing machine. What about
the 100 other people who used to build the house? What are
they doing? Are they working? Are they well off? Or are they
dirt poor without a future?

And Frey’s proposed future is full of these situations. Not all
people at every phase of their working lives are suited for high-
ly technical work. Not a judgment, just a fact. We are all young
and untrained or wandering at some point. We all need those
entry type jobs. We all need access to low-
er level jobs.

But what happens in a world where there
are way too few entry kinds of jobs to go
around? What happens in a world where
most people can’t get jobs no matter how
intelligent or trained or educated? The
question is more than just compelling or
important. It is bone-chillingly scary.

Mr. Frey, who seems to be a cock-eyed
optimist, might say something about the
best and brightest will rise to the top or
humans will use the time to be more crea-

Nesi’s First Panel
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Sure, and what about the rest of the people, not best or brightest.
Like everything else, human intelligence is a bell curve. Bright
and educated or not, how will they survive? How will they buy
food or even the nifty toys, like computers, smart sensors and
smart appliances that Frey says will make everyone's lives so
much safer and better?

The reality is that on a planet with already many more people than
can be fed or find work, the loss of work for many millions more
is at best gloomy. We are realistically looking at a global class
system that can only turn extremely ugly. Those who can claw
their way into the elite will do everything they can to ensure their
children stay in the elite and financially safe. That means money
will not just continue to flow to the top, the trend will escalate.
The vast majority of people will fall into hereditary poverty. Mid-
dle class? Nonexistent. This is the downside of the Internet of
Things that nobody seems to want to talk about.

Frey said we should look forward, not back, but human history has
shown time after time that a small ruling class over a gigantic en-
slaved or impoverished class means only one
thing - violence until there is a minimization of
the inequality. The futurist said the next most
famous person in the world has yet to be born.
Looking at his predictions the INSIDER is
afraid that is likely to be someone who looks a
lot like Katness from The Hunger Games.

The next day, Keith Nosbusch, Rockwell Chairman and CEO val-
iantly kicked off Automation Perspectives 2014 in front of an au-
dience of global media and analysts. Nosbusch, who hates public
speaking, nevertheless made some important points before relin-
quishing the podium. “The Connected Enterprise is transforma-
tional—both for productivity and global competitiveness,” he said.
“Automation and manufacturing will change more in next 10 years
than last 50. This is the first time in my
career where the Connected Enterprise can
be considered a game changer; the value at
stake is enormous.”

The Manufacturing Connection’s Gary
Mintchell reported, “I asked him later in a
private interview, and he told me that the
main reason is, it’s undeniably real. Cus-
tomers are implementing the Connected
Enterprise and realizing significant busi-
ness benefits.”

John Nesi, vp Market Development, led

tive.

two panel discussions. The first, “Benefits
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of Enterprise-Wide Implementations” included Samiran Das, evp
and head of technical operations for Dr. Reddy Enterprises; Bret
Hartman, vp and CTO security business group at Cisco; and Frank
Kulaszewicz, svp architecture and software at Rockwell. The most
startling thing to emerge from this panel was Hartman’s admis-
sion, later confirmed to the INSIDER at lunch, that the Internet of
Things is cyber undefendable using current techniques. It will re-
quire more of a white blood cell vision, where the objective is to
localize the intruder, immobilize it and dispatch it quickly, rather
than provide a Maginot Line or defense in depth.

Rockwell Eats Their Own Dogfood

Marty Thomas, svp of operations, reviewed Rockwell’s own expe-
rience with the “Connected Enterprise” showing a 4-5% gain an-
nually in productivity.

John Nesi moderated another panel, about improving business
models for OEMs, and then John McDermott summed up and
talked about the Fair, which drew over 5000 attendees, making it
by far the largest user group meeting in the world.

—reported by Walt Boyes and Joy Ward

Honeywell HUG shows new drive

Back in the June INSIDER, in his report on the Honeywell
User Group (HUG) meeting in San Antonio, Walt Boyes men-
tioned the appointment of Vimal Kapur as the new President of
HPS, and the move of the Process Solutions business to the chemi-
cal manufacturing group within Honeywell, to be alongside UOP
and Advanced Materials. In retrospect, there were a few other
clues. But the EMEA HUG meeting this month at the World Fo-
rum Convention Centre in The Hague presented a very different
atmosphere and outlook from HPS.

The EMEA User Group within the Honeywell organisation
is almost as large in attendance as the USA based meeting — this
year there were 1005 delegates from 446 companies in The Hague,
versus 1300 from 475 companies for the US meeting. It is one of
the best established in Europe in the industry - this was the 26™
event. Unlike the US event, it moves around extensively: from
Barcelona to Northern Italy, then Istanbul, Nice, and now the
Netherlands. The latest meeting had the standard format of student
awards, Channel partner awards, Enraf Channel partner and Field
Products Channel partner conferences for distributors, with 150
delegates. So the format did not change, but the mood of the peo-
ple has. Several of the projects discussed for several years have
reached completion, or look like it: people have changed roles, and
moved over to reinforce the field products activities. Too early to
say yet, but spreading Experion PKS experience around the com-
pany might be a good move to unify Enraf and Field Products
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within the whole. But the company had an air of confidence,

a buzz.

The most noticea-
ble people change is
that Jason Urso ex-

plained his 2014

Hague presenta-
tion, reviewing the

product develop-

ments, could be

his last responsibility
as CTO - he now
takes the ro6le of VP,
En- gineered Field
So- lutions, particular-
ly involved with
ter- minal operations
and gas metering
Jason Urso, new vp, engineered (mainly the RMG

busi- field solutions ness we assume).

In Field Products,
Don Maness is delivering on his mission to revitalize the
Honeywell field instruments, with the launch of the first in a
family of SmartLine level measurement transmitters, to join
the tempera-
ture  trans-
mitters and
DIN rail
units
launched
this year.
And it does
M not take
much of a
leap to un-
derstand that
SmartLine
flow will not
be far be-

Urso with Collaboration Station

hind, but will this be ultrasonic, and for liquids? Maybe, but
the technology priority might be elsewhere.
HPS and Collaboration

With the topical discussion being the Internet of
Things, an interesting observation from CEO Vimal Kapur
in his opening address was that process plant operators
thought that the introduction of the original DCS brought the
IOT into their plant. But the HPS Collaboration Station is
leading the way in showing how the wider internet can be
sensibly used for improving process plant management and
business operations (I had to admit that I wondered what had
made Honeywell centre the development of this technology
in Australia, but having seen a report on how Rio Tinto are
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applying similar systems to remotely control and manage min-
ing operations in
Australia, includ-
ing driving the
massive trucks, it
makes sense!)
More

‘Collaboration’, or
an intimate rela-
tionship plus
broad reputation
with the oil and|
gas industry, led
to many stories of
involvement in
unusual applica-
tions of their tech-
nologies, for ex-
ample ISA100 HPS CEO Vimal Kapur
wireless not di-

LIFECYCLE
SERVICES
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nounced was the extension of the life of TDC3000 systems by a
further 10 years, to 50 years — or at least
2035. Upgrade routes for the older HiWay
systems are being developed, but are cur-
rently valid to 2020: these routes require a
lifecycle contract with Honeywell. Subse-
quently some of the busiest sessions at the
HUG were the discussions about such up-
grades and Roadmaps.

So what about Honeywell new product
news!

First, what news of that elusive wireless
gas detector? Maybe long term readers will
remember this product, reported in these
pages on a “Now you see it, now you
don’t” basis, since 2010. First seen in a
blue housing, it was known as the ‘Impact
Extreme’. At the 2013 EMEA HUG, re-
ported in the INSIDER last November, the

rectly related to
HPS process sensors — and these tasks extended their wireless
reach outside their client list, ie gained new clients.

The technology transfer between the various Honeywell
businesses to produce new products, plus other products with
global acceptability and approvals, has emerged strongly. For
example the GT400 six path ultrasonic fiscal gas line flowme-
ter is introduced, with acceptability in both US and European
markets — the original 1999 design from RMG was designed
purely for Europe. The Honeywell-Enraf small volume piston
prover, previously sold for US specifications, has been redevel-
oped to be suitable for use in
other areas, such as Europe. The
SmartLine radar level transmit-
ter range has been developed
with significant technology in-
put from Enraf, and the Enraf
servo-controlled displacer tank
contents measurement system
adds a wireless interface courte-
sy of an ISA100 tunnelling link,
such that the servo signals can
be transmitted complete, back to
the electronic monitoring sys-
tem in the control room. This
can overcome site problems
arising from old or damaged
cabling — or alternatively free
up the site cables for use as hard-wired overfill alarm circuits.

Honeywell has a business principle of ensuring forward
and backward compatibility for all systems, and this was a ma-
jor part of the technology review by Jason Urso. First an-

-

),

Diederik Mols, wireless
business leader EMEA

new design ‘Connex 1’ was said to be at
last available for test site use, with product launch scheduled for
mid-2014. This November, the ‘ConneXt PRO’, a slightly hyped
up name, was on display, in a yellow housing, from Honeywell
Analytics. The product is now acknowledged to be based on the
technology only recently available from RAE Systems, which
Honeywell acquired in early 2013, and a Honeywell leaflet is
available, but not much more data in terms of ConneXt specifica-
tion can be seen via the website. However, the unit on display did
work — admittedly only with an oxygen deficiency alarm sensor.
Deliveries of hydrogen sulphide detector versions to Shah Gas are
still reported to be ‘in progress’.

Other Wireless developments

The choice of the ISA100 standard for the Honeywell One-
Wireless operations has led Diederik Mols, business leader for
wireless in the EMEA region, to offer systems for requirements
totally unrelated to normal Honeywell instrumentation. The use of
wireless on petrochemical plants and offshore platforms was ex-
pected. On one petrochemical plant the perimeter based gas detec-
tion system protecting the adjacent office buildings was required
to give a very fast response time between first gas and wireless
triggered alarm sounders all around the perimeter. With the One-
Wireless ISA100 system able to specify the wireless network rout-
ing and the interrogation cycle time on each node, not even heavy
wireless activity on the networks could cause a variation in the
response time possible. OneWireless won the order for this alarm
system in preference to other wireless systems already used on
site.

In another project to provide a wireless infrastructure for a
new build of an offshore platform in the North Sea, the capabilities
of the OneWireless system working with the Cisco wireless access
points, which were required for their wifi interfaces during com-
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missioning in particular,
SmartLine progress

It has been around 18 months since the launch of the
SmartLine pressure and DP transmitters. With the family grow-
ing, the common boards, housings, displays and programming
switches become more obvious, and the major market ad-
vantages identified. Asheesh Arora, General Manager for field
instruments, based in Abu Dhabi, explained that the high
growth seen for the DP products had come from new green-
field projects, specifically with Korean and Japanese EPCs
working with low skill contractors, in Africa or China. These
EPCs specified SmartLine even when hiring MACs like Sie-
mens and others, where the latter would normally have sought
to use their own brand of DP cells. The reasons are based on
the SmartLine 400:1 turndown and reduced spares require-
ments. But the real savings for the EPC occur on site, from the
independence of SmartLine to wiring polarity, and also a light-
er weight, at around 2Kg.

Giza Systems of Egypt was named the 2014 Honeywell
Field Products Channel Partner of the Year, with the award
presented by Don Maness, VP of field products for Honeywell
Process Solutions. Giza had achieved sales of 250 Magmeters,
250 SmartLine DP cells and 150 SmartLine temperature trans-
mitters on one project, with performance up over 4x compared
to the previous year.

The new launch for the EMEA HUG was of a
Guided Wave Radar (GWR) level measurement
transmitter, the first in a range of such level trans-
mitters. This GWR unit is designed for 3mm level
accuracy and able to provide two outputs if needed,
one for top oil level and the second for the water
level below that, for example for use in separators
or storage tanks.

Orion R2 display

According to Jason Urso, the old style of mul-
tiple display panel in a control room was really an
assembly of separately driven PC displays, each
requiring its own dedicated PC and keyboard and
processor. So to control the view, or take any action
the indicated display requests, the operator needed
to identify the relevant mouse and keyboard, often

Orion R2 Display
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bers. The console is motorised to allow quick height adjustment,
and can be fitted with a section for phones, alarms and panel
switches as required.

Universal I/O in hazardous areas

Remember the Universal I/O interface units for field cabi-
nets? It was the major discussion topic maybe two years ago, giv-
ing the automation contractor the ability to standardize the cabi-
nets built for on-site use, and similar launches came from Honey-
well, Emerson, Yokogawa and Invensys, I think. Now Honeywell
claims a step in front of their normal opponents with the introduc-
tion of intrinsically safe barriers that are also capable of operation
on digital or analogue /O circuits, so that these can be factory
fitted within their combined I/O and barrier cabinets, for projects
requiring such cabinets for hazardous areas. Honeywell see this as
one of their cost, space and time saving initiatives on automation
projects. Sometimes however, barrier cabinets are specified as
separate units compared to I/O cabinets.

Actually, maybe Honeywell did not do much more than push
their suppliers, Pepperl+Fuchs, to develop this capability in the
barrier units they use, and HPS are the first to launch. P+F suggest
that Invensys and Yokogawa will follow shortly: in fact the Yoko-
gawa Centum R6 revision just launched uses Universal I/O (called
‘Network 10’ or N-IO) and their recent release quotes agreements
with P+F and MTL to supply Yokogawa N-IO compatible
baseplates and IS
interface  mod-
ules. Meanwhile
at HUG, MTL,
(Measurement
Technology, now
part of Cooper
Crouse-Hinds)
suggested a dif-
ferent view, fa-
vouring the sepa-
rate barrier box:
the normal prac-
tice they suggest
is to break the
field responsibil-
ity at the barrier
box, normally

a frustrating task. The new Experion Orion Console

is now introduced to provide a flexible multi-view layout of
plant overview, video imaging and detail display. The separate
24 inch touch-screen gives an easier operator interface into the
main operations screen, which also shows relevant operating
limits and targets. This is a feature that operators had advised
was much liked on the TDC3000: the whole new Orion console
development was based on a survey of existing control rooms
and operators, as well as input from ASM Consortium mem-

installed separate-
ly from the housing containing the interface modules, and this is
where the field engineer makes his terminations. That keeps the
‘field engineer’ away from the ‘expensive bits’. These barrier box-
es are universal, and the engineer who wires up the field device, in
the right terminals, inserts the right MTL barrier module (either
analogue or digital for example) in the plug-in slot, which is inevi-
tably a lower cost unit for the project.
Lean Execution of Automation Projects - LEAP
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Taking their Universal I/O cabinets, virtual servers for
control systems and Collaboration station capability all togeth-
er, HPS offer LEAP, to “enable petrochemical project teams to
reduce the schedule and lower risk” compared to conventional
automation project execution. The result is especially relevant
for the larger projects where possibly many engineering teams
are involved, and the timescale and efficiency savings within
the MAC and the end customer are the main drivers there, on
top of the financial and space savings that arise from the use of
Universal I/O cabinets and the virtual servers.
|

European Update from Emerson Process

Earlier this month in an update to the UK-based press,
Roel van Doren, Presi-
dent for Europe of Emer-
son Process Manage-
ment, reviewed their ac-
tivities over the past year,
which of course included
the Emerson Exchange in
Stuttgart in April. The
European region account-
ed for 20% of Emerson
business in the previous
FY, and interestingly the
pie charts presented show
(approx) 50% of sales in
Rosemount type prod-
ucts, 22% in Fisher con-
trol products, and 30% in
systems, labelled as
‘Operate and Manage’.
These sales were spread
around geographically as:
50% in Northern Europe,
25% in the South, and
25% in the East — an interesting broad brush picture.

Roel van Doren, President for
Europe of Emerson Process
Management

Perhaps more interesting to report, is the significant fur-
ther investment made by Emerson in the Process Management
facilities in Europe. Van Doren said that three new service cen-
tres had been established in 2014, and three more would follow
next year: these included Surgut in Central Russia. A manufac-
turing plant was also established in Chelyabinsk, which is on
the Russian border with Asia. Also announced was a $30m
investment in Aberdeen, with a corporate facility plus both a
service centre and a collaboration facility, located on a prime
site at Aberdeen Airport, between the Aker Kvaerner, BP and
Statoil offices. This centre is ideally placed to provide lifecycle
support to the growing number of large oil and gas installations
in the North Sea that require automation technology, to ensure
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operations run safely, reliably and efficiently. Meanwhile in
Leicester, UK, a 50% expansion in floor space will be used for
Factory Acceptance Testing of control systems, and for increased
office space. Subsequently, investment in the Rosemount tempera-
ture and pressure manufacturing facilities in Wessling and
Karlstein, in Germany was announced. At Wessling the expansion
will reduce the production lead time for a wider range of transmit-
ters to below 7 days, and Karlstein will concentrate on temperature
sensor and thermowell development and production.

Emerson Exchange on Reliability

report
Walt
last
men-
the

.)\.'
ence &

A DiStefa-

no, founder
of th recently
ac- A quired
MRG, s and said
that Aberdeen Corporate Facility Emer-
son had

moved squarely into the reliability and uptime movement, and
given CSI a new lease on life, since what they always needed was
a dedicated reliability
consultancy to work
with. The message
from Emerson Europe
was that this was the
major aspect of the
Exchange presenta-
tions, and DiStefano
was presented as the
vp and gm of Reliabil-
ity Consulting for Em-
erson Process.

DiStefano ran
MRG for 28 years
(back to a 1986 start),
and before that worked

in the nuclear industry g ,0500' Bob di Stefano
on similar  things:

which probably takes
him back to the era when condition monitoring was a major
growth area in aviation and gas turbines. It was 1980-81 when I
was a product manager trying to bring vibration sensors developed
for the steel industry into broader use in the process industry on
pumps, fans and centrifuges. It was a great idea, but there was no
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money in it, so [, and my employers (now incidentally a part
of Emerson) packed it in. But DiStefano did not, he spent
these years putting 150k man hours into assembling a library
of failure modes of plant and equipment, and the measured
effects, to be able to understand the meaning of the changes in
vibration, heat et al.

Reliability as a Business Strategy

Now “Reliability as a Business Strategy” is becoming
understood, and MRG has many clients who have proved the
value. There are industry surveys and studies that show as
much as 5% of production capacity is lost each year as a re-
sult of unplanned shutdowns, and nearly half of these come
from equipment failure. In a US 200k BPD refinery, every
1% gain in uptime achieved is quoted by Emerson to be worth
$8.4m of additional margin: but maybe in Europe this would
not currently be true! However, other industries do not have
the same problems. Di Stefano points to the changes being
brought about by benchmarking studies, which indicate that
major CAPEX projects are looking closely at maintenance
and repair (M+R) strategies in the planning, because on aver-
age 30% of the expected project value returned is lost in the
start-up years as the M+R teams learn about the major prob-
lem areas for failures. Top performers in the process indus-
tries spend as little as 1.4% of the replacement value of the
plant on M+R, whereas those in the bottom quartile spend on
average 5% and in consequence have their plants offline for
longer.

DiStefano stresses that he has no quick fix, and the ben-
efits will come only after several years of work implementing
predictive maintenance systems and plant monitoring at suc-
cessive levels of machinery. So with a 3 year or more pay-
back, privately owned companies are the most receptive to the
principles. One example of a success was with Corbion, a
global food and biochemical company with plants in Spain,
Holland, Asia and North America. Starting in 2005, with only
50% of their capacity available, and M+R costs of around 7%,
maintenance costs have been progressively reduced by 25%,
and OEE increased from 88 to 97%. MRG was only actively
involved on the plants during the first two years, since then
they have run the procedures themselves, MRG is only called
in when further advice might be needed.

—European News Reported by Nick Denbow

In the US, Honeywell has opened a new Customer Experience
Center in Houston, Texas. A group of media, including the
INSIDER’s Walt Boyes, were given a tour on opening day as
Honeywell opened the doors on a new, interactive demonstra-
tion center in Houston to give its industrial customers a
glimpse into the future of managing their manufacturing oper-
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The new Customer Experience
Center (CEC) — located at Hon-
eywell Process Solutions’ global
headquarters at 1250 W. Sam
Houston Parkway S. — brings to
life many of the newest, high-
tech innovations for customers
in the oil and gas, refining, pet-
rochemicals, mining, power
generation, pulp and paper, and
- other industries. The center in-
cludes, for example, a plant con-
trol room outfitted with Honey-
well’s Experion® Process
Knowledge System (PKS) Orion
Console. The console is a com-
pletely new interface that uses
the integration of larger screens,
touchscreen displays, mobile

A popup guide “to the
Customer Experience”

device capabil- |
ities and other
technologies to
better assist
plant operators
who are
charged with
running some
of the world’s
most critical
and complex
manufacturing
facilities.

The $5 million
CEC will be a
destination

Experion Orion control station with 55" HDTV
displays and "alarm bar" and touchscreens

showcase site for
Honeywell’s cus-
tomers from pro-
cess industries
throughout the
world.

“There’s only so
much someone can
learn about a new
technology by talk-
ing about it. The
goal of the new
Customer Experi-

i

ASM display includes Level One that
mimics an old style panel wall
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ence Center is to physically show our ~ Phil Ng also showed two new field instruments, the Guided Wave

s customers what these systems look Radar system that was introduced at HUG EMEA, and a wireless
§ like and how they can help them solve  mechanical level gauge. The GWR instrument comes with a new
& their most daunting manufacturing collaborative product selection application and product documenta-

challenges,” said Olivier Biebuyck, tion software.
= global vice
president of
marketing and
strategy, Hon-
eywell Process
Solutions.
Phil Ng talks about Smart Line field “Even Seeing
instruments the setup in a
smaller scale
like this gives our customers a much
better idea for  Modular components reduces lessly linked to an
; how the tech- ~_™eron-itimtistatgline  pyserion Control System, and we saw S
- . olar RTU
nology works to improve the safety, Honeywell’s new “Wellhead in a Box”
. reliability and efficiency of their RTU. The very low solar powered RTU

o plants. draws 1.7 watts.

~ Honeywell Process
Solutions’s remov-
al from ACS hasn’t
lessened the col-
laboration between
other divisions. We
saw a Honeywell
Building Automa-
tion System seam-

——

Building System

Other CEC highlights include field
instrument technologies — such as
transmitters used to monitor pipe-
lines — that have been transformed in
HON safety systems connect to HON . .
Safety Manager recent years into smart devices that
deliver more-relevant information to
operators in the control room, as well as to
mobile operators.

# The center also demonstrates how Honey- l
| well safety, physical and cyber security sys-
tems can
be fully
: integrated
Ng with GWR together
—_ within
facilities to achieve the

Wall Chart of How LEAP Works and How Much Is Saved

Old and New Level Gauges—Both Wireless

highest level of asset protection, and Finally, Matt Wilmont talked about LEAP project solutions, and
features advanced software that helps how they work. Instead of being linear, LEAP solutions produce
manufacturers design their processes, ~ results faster and for much less cost— he mentioned 30% savings
train their operators and optimize daily ~ in project costs.

operations.

Wellhead in a Box
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INS/DER Special Report— Steven Las Marias Reports from

Singapore on Nl Days

T&M Innovations in Focus

National Instruments kicked off the South-
east Asian leg of its NIDays 2014 series in
Singapore early this month.

it’s also about us learning from our customers;
and then maybe, just importantly, customers
learning from other customers,” said Mike
Santori, Vice President of Product Market-
ing, National Instruments. “When I come to
NIDays, it’s about understand-
ing the markets and the local
customers. And what’s always
interesting is there are a lot of
| things that are very unique here
%" in terms of the industry itself.”

Nair presented on Big Analog
Data and the industrial side of
the Internet of Things (IoT).
Santori, meanwhile, led the
presentation of NI’s latest hard-
ware and software solutions.

= First was the annual software

— update in NI’s flagship product,

X NI Days Singapore, 2008 : S LabVIEW.

Previously named GSD Summit, NIDays
upholds the NIWeek tradition of showcasing
compelling technologies and market-focused
applications that use the graphical system
design platform.

Attended by over 350 engineers,
educators and scientists, NIDays
featured sessions on the graphical
system design platform and show-
cased NI’s latest solutions and ___|
innovations in software-

defined systems in design, test,
measurement and control.

“NI is committed to improving the
hardware and software systems so L.

that engineers and scientists can effectively
manage complexities in the embedded and
industrial market, thereby accelerating inno-
vation and discovery,” said Chandran Nair,
managing director, NI Southeast Asia.

“NIDays is very much about creating an op-
portunity for our customers to get together
and celebrate the successes that we’ve had
by working together. It provides an oppor-
tunity for our customers to learn from us, but

“NIDays is very much about
creating an opportunity for our
customers to get together and
celebrate the successes that we’ve
had by working together.”

LabVIEW 2014 features up-
grades to help users acquire, analyze and visu-
alize data sets to make informed decisions
fast. It standardizes the way users interact with
hardware through reuse of the same code and
engineering processes across systems, which

scales applications for the future—thus saving
time and money as technology advances, re-
quirements evolve, and time-to-market pres-
sure increases.

LabVIEW 2014 provides access to cutting-
edge acquisition hardware such as the rugged
and flexible 4-slot CompactDAQ system and
CompactRIO system, software-designed in-
struments such as the PXI Express 8-channel
high-resolution oscilloscope and the software-
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MIV for Colombian refinery

Endress+Hauser is the Main
Instrument Vendor (MIV) for
the Refineria de Cartagena
(Reficar) in Colombia, and will
supply more than 2,800 flow
and level measurement
instruments to support

the $3.8Bn refinery expansion
and modernization project.
This expansion will add
twelve new process units,
increasing refining capacity
and production of ultra-low
sulfur gasoline and diesel
from heavy crude oil slate
from 80k BPD to 165k BPD.

Colsein Ltda, the local
E+H partner in Colombia,
provided additional support to
Reficar with local training,
calibration services and site
supervision during
installation, commissioning
and start-up. The training
programmes used an
Endress+Hauser Process
Training Unit, which provides
a full-scale working mini-
process plant with on-line

instrumentation and controls.
This allowed Reficar
personnel to gain hands-on
experience with the types of
operations, diagnostics and
troubleshooting used in the
new refinery instrumentation.

Reficar shifted much of
the logistics and invoicing
responsibilities to E+H by
engaging the company as the
MIV. This resulted in
significant cost savings and
reduced engineering rework,
plus time savings for Reficar's
procurement department.

Distribution of Industrial Automation INSIDER to recipients beyond your own business address without prior permission is prohibited




(® Pageld

INS/DER Special Report: ABB in Singapore

(continued)

based VirtualBench all-in-one instrument.

Moreover, LabVIEW 2014 also includes user-
driven features to optimize coding productivi-
ty, and an expanded online training for Lab-
VIEW RIO applications.

Another highlight is NI’s Semiconductor Test
System (STS) series. These PXI-based auto-
mated test systems reduce test costs for RF
and mixed-signal devices by opening access
to NI- and industry-offered PXI modules in
semiconductor production test environments.
Compared to conventional semiconductor
automated test equipment, STS enable users
to perform both characterization and produc-
tion with the same hardware and software
tools—thus reducing data correlation time and
time to market.

NI has also showcased its InsightCM Enter-
prise—the first end-to-end software solution
that provides insight into the health of capital
equipment for machine maintenance and oper-
ations, and helps companies address Big Ana-
log Data challenges. A deployment-ready
software solution with tightly integrated and
flexible hardware options, InsightCM can
acquire and analyze measurements, generate
alarms, allows maintenance specialists to vis-
ualize and manage data and results, and sim-
plifies remote management for large deploy-
ments of CompactRIO-based monitoring sys-
tems. It also provides insight into the health of
both critical rotating machinery and auxiliary
rotating equipment to optimize machine per-
formance, maximize uptime, reduce mainte-
nance costs, and increase safety.

NI also released new software-designed in-
struments that address automated test and
research applications across wireless and mo-
bile devices, automotive and aerospace/
defense industries. These include a 14-bit,
300MHz 8-channel oscilloscope; the indus-
try’s widest bandwidth 26.5GHz RF vector
signal analyzer; a 12-bit, 2GHz intermediate
frequency digitizer; and a 12.5Gb/s, 8 TX/8
RX lane high-speed serial instrument.

Using a platform-based approach, engineers
and scientists can push the boundaries of inno-
vation in areas including automated testing of
consumer devices; designing, prototyping, de-
ploying and monitoring industrial systems; and
the development of next-generation wireless
communications.

At NIDays Singapore, NI also recognized
Southeast Asia’s outstanding engineers and
scientists with the 2014 NI Engineering Impact
Award.

Revolutionizing Benchtop Instrumentation
One of the biggest challenges to the engineer-
ing community is the complexity of tools, ac-
cording to Joel Shapiro, Leader, Emerging
Markets Marketing at National Instruments.
“Having separate set of tools for every single,
specific piece of the engineering environment
that [engineers] are working on is quite a big
challenge,” he said during a presentation at
National Instruments facility in Penang, Malay-
sia.

Shapiro said the complexity of the actual prod-
ucts that are being developed is likewise in-

Typical lab environment today

creasing exponentially, and engineering teams
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New Centum VP — Series 6

Yokogawa launched the
new version of Centum VP, the
Series 6, this month. Centum
was launched in 1975 as the
World’s first DCS system, and
Yokogawa are proud to claim
progressive compatibility and
upgradability across all
Centum systems over these 40
years. Over 25,000 Centum
systems have been installed
worldwide in this time, with
88% of these concentrated in
Europe and Asia.

The R6 version
introduces N-IO, Network 10,
which “fulfills the functions of
universal I/O and a signal
conditioner, enabling
configurable software and
flexible I/O assignment”. As
discussed in the Honeywell
report, Yokogawa also have
agreements with P+F and MTL
to enable intrinsically safe
interfaces for the N-10. A
FieldMate Validator software
tool is also available, enabling
the field instrument and wiring
loop to be checked before there
is any connection to the control
system.

The Centum VP R6 also
includes an ‘Automation
Design Suite’ that facilitates
project execution, including
program templates for heat
exchangers, filters, and other
types of equipment commonly
used in the field. The database
structure facilitates the reuse of
valuable engineering
knowhow, centrally manages
the functional design
documents needed, eliminates
inconsistencies between the
design information and the
actual system, manages
change, and supports the
automation lifecycle, for
example in maintenance and
expansion phases.
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INSIDER Special Report continued...

have their demands to actually get to market
faster, with all of the quality expectations
that have always been assumed. “And to do
so with smaller budgets, and smaller engi-
neering teams,” he said.

When an engineer is faced with spending all

radically different than all of the other instru-
ments that are out there: in size, functionality,
and in how we interact with the data,” said

Shapiro. It has the most essential tools that an
engineer will need while testing and develop-

ing their products—all in one small form fac-

2

tor

of his time on the complexity of the low-

level details of engineering, he gets to spend
less time on the actual things that he has
really started out to do—which is to
improve products; help his company
in saving time, effort and money; and
to be very innovative in the products
that they are developing for the mar-

ket.

“Really, our goal and our mission at
NI is to abstract that complexity, and
to allow engineers to focus on what

Consumer Interface

they are trying to do, and less on the
tools,” Shapiro

said. He added
that in a traditional
lab today across
engineering com-
panies big and

small, a typical

bench will have an
oscilloscope, a function generator, a power
supply, and a digital multimeter.

“Each of these has a screen, has knobs, but-
tons, mechanical enclosure—and inside of
that you got processors, and a lot of dupli-

Virtual Bench

According to Frost & Sullivan, engineers will
increasingly associate the concept of a user

interface with the one they use
on their consumer electronics
devices. “So what that means
for us as an engineering tools
provider is that engineers are
going to expect to have the
same type of functionality,
ease of use and intuitive nature
in their electronics tools,”
Shapiro said, which is why
VirtualBench can integrate
with Windows PCs and iPad.

One of the biggest advantages
of VirtualBench is the drastic
reduction in price. A typical
cost of essential instruments
with almost the same specifica-
tion would amount to almost

$6,000—while VirtualBench costs only about
$2,000. The way that NI was able to do this,

according to Shapiro, is through the reduction

nents.

cate components,” he said. “Not only do

they take
a big
physical
space,
they also
have =
a lot of
redun-
dancies
within

them.”

In line with this, NI has developed Virtual-
Bench, a benchtop instrument that offers a
mixed-signal oscilloscope, digital 1/O, pro-

“So what that means for us as an

engineering tools provider is that engineers

are going to expect to have the same type
of functionality, ease of use and intuitive
nature in their electronics tools.”

grammable DC power supply, digital multi-
meter, and a function generator in one. “It is
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of a significant amount of duplicate compo-

Aashish Mehta, Marketing Engineer Manager

— for National Instruments
ASEAN, demonstrated
how the VirtualBench is
used and talked about its
key advantages com-
= pared to individual
box instruments, and its
intuitive, user-friendly
interfaces. Another fea-
ture of VirtualBench is a

“hands-free” feature that lets a user capture a
screenshot of a measurement just by a simple
bump (when using an iPad).

The ASM is Twenty!

This month marks the 20th
anniversary of the start of the
Abnormal Situation
Management (ASM®)
Consortium
(www.asmconsortium.org). In
the early 1990°s, a number of
leading companies along with
universities and research
centers joined forces to
advance the cause of industrial
safety. Honeywell
spearheaded the development
of a proposal to the US
National Institute of Standards
and Technology (NIST),
Advanced Technology
Program (ATP) to form a Joint
Research & Development
Consortium. In November
1994, the ASM research joint
venture began its research.

The best practices developed
by the Consortium are
completely available only to
members giving them a
competitive advantage in
safety and performance. The
Consortium also periodically
publishes guidelines which are
available to the public so that
the non-members can benefit
from ASM Research as ASM
Effective Practices Guidelines
for Alarm Management,
Console Operator HMI Design
and Procedural Practices.

The global process industry
alone averages one serious
event or an abnormal situation
in every three days (Incidents
List). An abnormal situation
occurs whenever an automated
control system is unable to
return the plant to its normal
state without human
intervention.



http://www.asmconsortium.org
http://www.atp.nist.gov/gems/asmc_94-01-0169.htm
http://www.asmconsortium.net/news/incidents/Pages/default.aspx
http://www.asmconsortium.net/news/incidents/Pages/default.aspx
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Hollysys Reports Earnings for Q1 FY2015

According to a blogger and analyst, who
goes by the handle of ChinaStockRe-
search, “HollySys Automation Technologies
(NASDAQ:HOLI) released Q1 FY2015 re-
sults beating consensus both on the top and
bottom lines (revenue 141 million USD vs.
125 est.; EPS 0f 0.46 USD vs. 0.38 est.).
Continued strength in the Rail transportation
segment (+12% YoY) helped push up reve-
nue, as did Mechanical and Electrical Solu-
tions (nearly +200% YoY), which offset
slight weakness in Industrial automation
(revenues -2% YoY). Resilient gross margins
in both the integrated contract business and
product sales helped push the total gross
profit margin to a multi-year high of 38%,
which combined with controlling fixed ex-
penses resulted operating margin improve-
ment to 25%.”

The blogger continued, “Management didn't
provide a specific outlook for Q2, instead
reaffirming its earlier 565-600 million USD
revenue and 94-98 million USD non-GAAP
net income targets for FY2015. When asked
on the Q1 call about possible upside for the
Rail business due to policy changes in China,
management deferred, saying that it felt a
flattish YoY estimate was still appropriate.
Considering the timing of recent announce-
ments of a re-acceleration of investment into
China's rail infrastructure, it's possible that
management may not quite know
what the impact on the full-year may

“Outlook

HollySys' management did not provide a Q2
FY2015 outlook, which is not unusual for the
company, instead reiterating its earlier-
announced FY2015 expectations:

® Revenue: 565-600 million USD (+12%
YoY, using the midpoint)

® Non-GAAP net income: 94-98 million
USD (+10% YoY, using the midpoint)

“Management's outlook hasn't changed since
the start of the year, something that analysts
asked about on the Q1 call (should it be high-
er due to announced policy changes to in-
crease investments in China's rail infrastruc-
ture). Although it seems probably that Holly-
Sys will benefit from the incremental invest-
ment, it may be too soon for management to
estimate what the impact could eventually be.
An upgrade of the full-year target seems rela-
tively likely at some point (perhaps next quar-
ter); however, it might slip into Q3.

“When discussing the outlook for Industrial
automation, it seems that although there could
be more progress with power generation, ear-
lier efforts to diversify into more industries
were still ongoing. In the past, management
suggested that a weaker economy and pres-
sure for companies to "go green" could help

Hollysys - Backlog its business

Millions USD 5
be, suggesting that next quarter may :EE (automation
bring some clarity.” w00 | to reduce

wol W labor ex-
More from the blog: “The company > pense, other
recorded a net cash outflow of under 4, technology
1 million USD during Q1, and spent 0 to reduce

. 113 A R R N A H
approximately 1 million USD on cap- & & & & & & & & pollution
¢ & & @& & & &

ital expenditures during the quarter.

“HollySys reported approximately 191 mil-
lion USD of highly liquid assets (cash and
cash equivalents, marketable securities) on
the Q1 balance sheet, up from about 130 mil-
lion USD a year ago and flat vs. last quarter.

m Industrial Automation
Miscellaneous

from produc-
tion), and has
been making
progress on developing these areas.”

m Rail Transportation
m Mechanical & Electrical Solutions

Hollysys’ statistics and the entire blog post
can be found at: http://seekingalpha.com/
article/2687905-hollysys-q1-fy2015-results?
dr=1
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HON: Refinery Upgrade in
Turkey

Honeywell is to upgrade the
controls at two refineries run
by Tiipras, Turkey’s largest
industrial enterprise, as part of
a five-year service,
maintenance and support
contract aiming to improve
plant performance while
reducing control system
maintenance costs by 15-20%.

HPS is to upgrade the systems
at the Aliaga refinery and
provide maintenance, support
and parts management for
Honeywell equipment at that
facility and at the refinery at
Batman. This new order
follows earlier work carried
out on one of the largest
control systems at the [zmir
refinery, which was migrated
to the HPS Experion PKS.

“Our industry-leading
service contracts go well
beyond maintaining any
required technology upgrades,”
said John Rudolph, vp at
Honeywell Process Solutions.
“They include ongoing
expertise and support from
technical experts to optimize
performance and keep a plant
running efficiently throughout
the automation lifecycle.”

“Honeywell was the only
automation vendor to provide a
lifecycle management contract
that goes beyond simple
maintenance activities,” said
Osman Demir, Tiipras
Contracts and Procurement
coordinator. “The contract lets
us meet one of our major
challenges in constructing an
efficient long-term plan for
migrations while also giving us
certainty for our financial
plan.”
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They're Coming From Outside! The first in a continuing series of
reports on the future of automation, “Automation’'s Perfect Storm”

by Walt Boyes, /NS/JER Editor

We have been talking, for more than a dec-
ade, about “lick n stick” sensors and the
need for more sensing in plants. So why
hasn’t this happened? There are several rea-
sons why, especially the cost of sensors and
the business model of sensor vendors.

But things are moving, finally, toward the
disruptive inexpensive sensor milieu. There
are trends that are moving in the automation
space that will make the dream (or night-
mare) of inexpensive sensors come
true...with major disruptive changes in busi-
ness models and product design modalities.

Industrial Internet of Things
Feeding off the
commercial Inter-
net of Things, there
are significant rea-
sons to use IoT
technology in the
Industrial environ-
ment. The current
design practice e
is to only put sen-
sors where you
absolutely have to
have sensors, and
expect that you

will get optimum
results. This is due
to the fact that sen-
sors and transmit- e

ters are expensive and that controllers are
designed primarily for single loop control. If
you can use many more sensors in the pro-
cess industries, on reactors, fractionation
columns, distillation towers, and so forth,
most experts believe that significant advanc-
es in performance could result.

Big Data Analytics: Uses in Plants

Of course, that result can only mean some-
thing if analytics exist to make sense of the
data from these vastly more sensors we
would be installing.

There are trends that
are moving in the
automation space
that will make the
dream (or nightmare)
of inexpensive
sensors come true.

Big Data is being used in many areas, in-
cluding already in Industrial Automation, to
determine things like prognostic asset man-
agement and drill field analysis. It is also
clearly being used in Advanced Process
Control algorithms by a number of forward
thinking vendors and asset owners. Many
more applications of Big Data are being
discovered or created every day.

The biggest hold-up to rapid expansion of
the uses of Big Data is the cost of sensors.

More Sensors
At $1000 each, nobody is going to put 100
temperature sensors on a distillation col-
umn. But at $125 each, it is a different de-
= Sign proposition,
especially if the use
of matrix arrays of
those sensors is con-
sidered. Matrix ar-
rays have very high
reliability, and can
be made of less ac-
curate, more repeata-
— ble sensors. This
allows for the use of
less expensive cir-
cuitry and software.

Wireless Sensors
Wireless sensors
have made part of
the installation ex-

= pense go away— the
wiring part. It is still necessary to some-
times make holes in vessels, which is still
expensive, but in many applications, wire-
less sensors make a marginal application
quite doable.

The problem is that wireless sensors, as
currently produced by automation vendors,
are usually at least as costly, and in most
cases, more costly than the plain vanilla
wired sensor they’d replace.

Once again, this appears to be a deal-
breaker, but it is not.
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The Tail Wags The Dog!

Emerson Electric’s Q4 and
FY2014 results were posted
November 4", The company’s
automation divisions together
accounted for 56% of sales in
FY2014, and 62% of profits.
Other divisions were also
profitable, but the contribution
from Automation to profit is
nothing short of remarkable.
The numbers reveal Emerson’s
strength in North America as
well.

Process Management

The company's Process
Management segment
accounted for 36% of sales in
fiscal 2014, and 44% of
operating profit. Quarterly
sales for this segment rose by
8%, driven by 5% underlying
sales growth. This growth
came from strength in the
global energy and chemical
markets. North America saw a
13% sales quarterly increase
because of investments in oil
and gas production. However,
sales in Asia rose by only 1%,
as strength in Southeast Asia
and India were partially offset
by declines in Australia and
China. Sales in Europe were
flat versus a year ago. Orders
for this segment by 12%
during the quarter, excluding a
negative 9-percent deficit from
foreign exchange fluctuations.

Industrial Automation

The Industrial Automation
segment was responsible for
20% of company sales over the
last 12 months, and 18% of the
operating profit. Fourth-quarter
sales for this segment rose by
5% due to higher demand for
capital goods. North American
sales increased by 12%, while
Asian sales increased 5%.
Europe saw a decline of 2%.
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REAL TIME
CONTROL

INDUSTRIAL
ENTERPRISE

PETER MARTIN

WALTER BOYES

READ THE BOOK!

Over the last fifty years, almost
all of the productivity gains in
manufacturing have come from
better automation and control
of the processes: continuous,
batch, hybrid, and discrete.
The secret to making
manufacturing sustainable is
better control. So, why aren't
the theories that have led to
enormous gains in productivity
being used above the plant
level? This book explains how
better controls can be applied
to the supply chain, and to
enterprise financial
management. It provides
managers the insight and tools
for achieving a fully integrated
automated manufacturing
enterprise, from the technical
side to the business
management side. It is helpful
to anyone seeking to bring the
non-technical parts of a
manufacturing operation in
line with the already automated
production, inventory
management, and plant
management. The book is
available from
Wwww.momentumpress.net,
Amazon and other retailers.
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They're Coming from Outside!
(continued)

Lick-n-Stick Sensors

The reason it isn’t a deal-breaker is because
sensor manufacturers from outside the indus-
try are being created to produce sensors for
the commercial space, like agriculture, ener-
gy, building automation, and transportation.

The one thing most of them

becoming questionable.

The reason that most plants have not
done away with Class I, Division 2 areas
is because nobody wants the dubious
honor of being first if something goes

= wrong, and their insurance
actuaries are reluctant to let
them.

share is that they are not from
the automation industry, and
they aren’t burdened by installed
base or profit models based on

These new sensor companies
range from Google (owner of
— quite a few sensor and
robotics companies) to tiny
one-person startups, and eve-

limited sales of expensive
Sensors.

These vendors are designing sensors that can
stand up to commercial use, even in homes
and offices where the operators have no
training and the sensors need to have good
reliability, and self-diagnosis capability.
These sensors are generally less accurate
than those found in process applications, but
used in matrix arrays, or where repeatability
is more important than absolute accuracy,
these new sensors and new sensor companies
will move into a significant number of appli-
cations in the industrial space quickly.

Class 1, Div. 2?

It isn’t just the accuracy issue, it is also the
cost of installation. A single transmitter can
cost two or three times its own sales price to
install, and more if the area is classified as
hazardous. This may be changing, however,
because the real existence of Class I, Divi-
sion 2 areas is seriously in question. The
EPA and other environmental agencies
around the world have been enforcing anti-
fugitive-emissions rules for more than a dec-
ade, leading to a significant drop in fugitive
emissions in plants. Fugitive emissions are
the basic reason to classify an area Class I
Div.2 so as these emissions disappear, the
basic reason to have the classification is also

rything in between. The one
thing most of them share is
that they are not from the au-

= tomation industry, and they
aren’t burdened by installed base or prof-
it models based on limited sales of ex-
pensive sensors.

Many of these new sensor companies are
extremely agile, and often come from the
semiconductor industry where design
cycle time is significantly shorter than
the 18-months to three years of the nor-
mal automation product design cycle.

Crowdfunding development

In the past, it was hard to get investment
in a company that would make sensors.
The growth model for that kind of com-
pany discouraged most venture investors
from the space. Recently, however, be-
ginning with Kickstarter.com and its sim-
ilar brethren, it has become much more
simple to attract angel investment (and
not have to give up any ownership ei-
ther). A cursory examination of Kick-
starter shows that nearly 100 sensor pro-
jects have been listed, with more than 20
actually funded. Most of these are simple
sensors, like temperature. Others are
not— the winner of the X-Prize for the
“Star Trek Tricorder” began on Kick-
starter, and attracted more standard ven-
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They're Coming from Outside!, continued...

ture funding from there. And, of course,
these sensors are being designed to be
sold very inexpensively. The lick-n-stick
sensor has arrived.

Got Business
Model?

So now we turn
to the effect of
this disruptive

trend on the make a serious

It remains to be seen if
any of these Outsiders can

stream of the automation industry has re-
magined the controller. We have written be-
fore about Bedrock Automation, a subsidiary
of Micron Technologies. Bedrock has com-
pletely re-designed the controller, from the
— backplane to the I/0 module,
and has brought the engi-
neering know-how of the
semiconductor world to bear
on automation controllers.
From the very first control-
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standard busi-
ness model =]
of companies
that manufac-

penetration into the
automation space. But it
is beginning to seem much
more likely as more

ler, backplanes have been
[ serial data drops connect-
ing pin-sets to modules. Bed-
rock, using the concept of

ture traditional
sensors and
transmitters.
The business L

model assumes little or no economy of
scale since the sales numbers are exceed-
ingly small in comparison to other types
of sensors, and therefore the model re-
quires a high Gross Margin. Typically, for
the past thirty years, the Design Gross
Margin for most transmitters has been
somewhere between 55% and 65%. The
sensors divisions of automation compa-
nies are also usually the highest profit
centers in those companies, as you’d ex-
pect from the high Design Gross Margin.

take their shots.

What happens when the $1000 tempera-
ture transmitter can be replaced by the
$200 wireless transmitter in at least 50%
of the applications?

We should expect to see massive changes
in the way sensors are designed, in the
design life cycle, in the way they’re sold,
and in the way they’re used. These chang-
es are coming, and we estimate that sen-
sor vendors in the automation space will
be dealing with them within two design
life cycles.

We are dealing with a disruptive enough
trend to bring Bernard Baruch’s famous
“Quick and the Dead” quip to mind.

And while you’re at it: Controllers
Another company from outside the main-

Outsiders show up and

mesh (they call it Black
Mesh) provides pin-less con-
nectivity for modules except
= power and communications.
This means that any module or multiple of
modules can be connected to the backplane at
any location and in any orientation.
Bedrock has designed encryption into the
backplane and into each module. No malware
commands or data can be injected into the
controller either accidentally or on purpose.
Forsaking the inexpensive plastic most con-
trollers are made of, Bedrock has committed
to an all aluminum housing for backplane and
modules. And Bedrock has partnered with
another maverick in the automation business,
Inductive Automation, to offer complete sys-
tems from controller to MES system.
It remains to be seen if any of these Outsiders
can make a serious penetration into the auto-
mation space. But it is beginning to seem
much more likely as more Outsiders show up
and take their shots.

The question is, can existing sensor vendors
change their business models sufficiently fast
to take advantage of these new trends instead
of pretending ostrich-like that they aren’t
really meaningful trends, and they won’t real-
ly affect their business models. The answer
is, of course they can, but that begs another
question: will they?

The next installments in this series will deal
with new sensor designs, and what this
means for your business and the future of
automation.

ARC Says ABB “Finestkind”

ARC Advisory Group has
released their Distributed
Control Systems Worldwide
Outlook report for 2013 in
which ABB has retained its
leading position in the
worldwide DCS (distributed
control system) market.
According to the study, the
global DCS market grew about
4 percent in 2013.According to
the study, ABB was the
regional market share leader
for Latin America, Europe,
Middle East and Africa
(EMEA), and the worldwide
leader in key global verticals
including oil and gas, pulp and
paper, mining and metals.

The report also notes that the
DCS business has continued to
be primarily a service business
over the past few years. The
Main Automation Contractor
(MAC) approach continues to
grow stronger and expand.

“For years ABB has cultivated
its capability to serve major
projects as the Main
Automation Contractor,” said
ARC Senior Analyst Harry
Forbes.

"ABB is well prepared with a
broad DCS portfolio including
its flagship system 800xA
Extended Automation
platform, Symphony Plus
control system, Freelance
process control system for
small to medium process
applications, as well as its prior
generation systems,” said
Tobias Becker, Head of ABB’s
Control Technologies business.
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ARC Announces Principal Speakers for 2013 Industry Forum

The Nineteenth Annual ARC Industry Fo- L
rum, “Industry in Transition: The Infor- ,
L=y

mation Driven Enterprise for the Connect-

ed World” will be held February 9-12 in
Orlando, Fla.

Additional executives ARC expects to partici-
pate in the Forum include:

Stephan Biller, chief manufactur-
ing scientist, General Electric Co.

From a recent press release: “What does it
mean to be information-driven? New
information technologies such as Internet
of Things, predictive analytics, wireless,
additive manufacturing, cloud computing,
mobility, and 3D visualization have the
potential to disrupt and radically change
the way companies do business. An infor-
mation-driven enterprise leverages these
new technology solutions to achieve agility
and sustain a competitive edge. Join us to
learn how an information-driven strategy
can better position you to succeed and de-
termine how you can best approach critical
technology decisions.”

Bayer Technology Services, Thomas
Steckenreiter, Sr. Vice President

Dow Chemical, Carrie Schaller, Manufac-
turing Engineering IT Director

ExxonMobil Development,
Sandy Vasser, Facilities Electrical
and Instrumentation Manager

Saudi Aramco, Hussain Al-Qahtani, manager
process and control systems

Key topic areas will be:

Thyssenkrupp, Reinhold Achatz,

Industrial Internet of Things
CTO

Analytics for Industry
Asset Performance Management

Cloud Computing Solutions

Cyber Security Solutions . .
Kimberly-Clark, Pete Anderla, ITS Archi-

Latest Innovations in Automation tect

Energy Management Solutions

Styron, Joop Peeters, Shared Service M&E

Workforce Development and Training
Leader

Solutions

ARC has announced the Keynote Speak- Southern Company, Harvey

ers: Ivey, General Manager of
Design

Peter Holicki, Corporate Vice
President, manufacturing and
engineering and environment
health and safety operations,
The Dow Chemical Company.

Suncor, Eric Lau, Process Spe-
cialist, Automation

Gregory Touhill, deputy
assistant secretary, cyber secu-
rity operations and programs,
national programs and protec-
tions directorate, Department
of Homeland Security.

...and more.

Visit www.arcweb.com/events/arc-industry-
forum-orlando/ for complete information and to
register for the forum. The INSIDER will be
there, and so should you be.
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ABB Does China Shale

ABB announced an agreement
with China Petrochemical
Corporation (Sinopec), in
which it will provide a
complete set of automation
solutions and engineering
services to Phase I of the
Sinopec’s Shale Gas Project in
Jiaoshiba Block in Fuling,
Chongqing over the next three
years. ABB will provide a
series of smart solutions for the
project, including the SCADA
system, the Extended
Automation System 800xA-
based distributed control
system, a safety
instrumentation system, and
Remote Terminal Units
(RTUs).

With the technical support of
the ABB SCADA system, the
Fuling Shale Gas Project will
use the advanced design
concept of multi-level cut-off
and vent for block and pressure
rating, to ensure the efficient
and safe operation of wells and
stations at all levels, including
the gas gathering and
transportation system of the
entire gas field. Offering a
multi-level protection and
control structure, the SCADA
system will enable unmanned
production for the 33 gas
gathering stations and 15
wellhead gas production
platforms of the Fuling Shale
Gas Project. Users will also
have remote centralized
monitoring of each process
station at the dispatch center,
thus significantly reducing
operations and maintenance
costs.

Sinopec is one of global
accounts of ABB, and has had
business cooperation with
ABB since 2000.
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| SEE IT

Editorial

Can Distribution As We Know It Survive?

Industrial distribution comes in three basic
flavors. Manufacturers' representatives act
as assistants to customers, helping them
design projects, and taking orders on behalf
of their principals. Manufacturers' reps do
not take title to equipment and are paid on a
commission basis, usually between 10 and 23
percent

Stocking and non-stocking distributors act
as their names would imply, and buy stock
from the automation vendor and resell —
it to their customers. Itis this form of
distribution that may be in serious trouble
and may not be able to survive.

Distribution has three real metrics. The rest
don't matter. The firstis inventory turns. The
faster you turn your inventory, the higher
the cash flow velocity. The second is “time in
front of the customer” which tells you how
much it cost you to sell something. The third
is net profit So for many years, distributors
have focused on “pick pack and ship” prod-
ucts that require little “time in front of the
customer” and have very fast “turn.”

The problem with this is that for the past ten

Comments? Talk to me!
waltboyes@spitzerandboyes.com

Read my Original Soundoff!! Blog:
http://waltboyes.livejournal.com

years automation vendors have been setting
up in competition with their distributors for
those simple, “pick pack and ship” products—
you can buy them from the company website at
the same or |ess than you can buy them from
the local distributor. So what's left is selling
engineered products— the ones you can't just

Now, to put the nail in the pick pack and
ship coffin, eBay and Amazon are in the
business of selling products online.

pull off the shelf and ship.

Selling engineered products is harder, and
mare costly. There is considerably more “time
in front of the customer” and the inventory
turns are usually very slow. In addition, the
distributor needs specialists (there is a great
book on the subject by Frank Hurtte that |
recommend) and support staff.

Now, to put the nail in the pick pack and ship
coffin, eBay and Amazon are in the business of
selling products online. Not all of those prod-
ucts are rogue, counterfeit, old, or in any way
damaged, either. Even some distributors are
selling on eBay.

The only things keeping distribution going have

been the advantages to the vendors of having
|ocal stock wherever they have a distributar,
and the ability to off-load FGI to the distributor
(nobody whao's ever been a distributor will tell
you they love getting the email that says they
have to buy more Finished Goods Inventory at
quarter's end). The disadvantage to the vendar
is the large (sometimes very large) discount
that distributors demand and need to hold all
that inventory. When eBay and Amazon can pick
pack and ship nearly as fast as a dis-
tributor can, the disadvantage starts
weighing fairly heavily on the vendar.

L— Forward thinking distributors have
been consolidating, making large multi
-territory companies where econo-
mies of scale can perhaps alleviate the
danger. They have also been staffing

up with specialists, engineers, and project

teams, and in many cases formed system inte-
gration divisions and service provider divisions.

Some have found success in working with
smaller vendors who do not feel they can afford
a factory sales force. But these vendors are
looking first online now, too.

The one advantage left, it seems, is that distrib-
utors have low sales and engineering personnel
turnover, and continue to provide that relation-
ship of respect and trust that is the basis of
sales. But s it enough for distributors to sur-

vive?
et S
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Wolfgang Seel
by Joy Ward

Wolfgang Seel, the current CEO of VI-
PA is a fascinating man. He founded
VIPA as a software company in 1985
after escaping from behind the Berlin
Wall in East Germany, and recently sold it to Yaskawa.

Joy Ward: What made you decide to escape to West Ger-
many?

Wolfgang Seel: There are many reasons. There is not only
one reason. To combine it in one short answer is it was
senseless and hopeless at that time. Everything was more or
less prohibited. You couldn’t do this, this, this. On the oth-
er side if you did something it was senseless because there
was no possibility to develop yourself, to build up a com-
pany or to follow your ideas. Nothing was possible.

JW: So you had started your own business?

WS: No, not at that time. But at that time I started to study
and I stopped because I disappeared, escaped from East
Germany and I had planned in time to restart again later but
there was no time for it.

JW: So how did you get across the border?

WS: To escape from East Germa-
ny had two problems. One was to
find the right way. The other was
to speak with no one about it. The
second was clear. We were all
sitting together. If anybody has a
problem we speak with each other.
Nobody speaks to anybody
else; to keep the circle very close.
The other thing was to find the
right way. You heard about people
who were flying with a balloon.
People were diving. People were
running. We just selected our op-
tion. The most common of course
was across the border because most of us had a driver’s
license. Christian was the name of my friend, he had a life
guard certification and my girlfriend at the time was good
in swimming. Then we said how can we do this? Diving. It
was for me the best way. So we start making different plans
and on this process we also decided to develop an underwa-
ter mobile. It was a mini submarine, like an aqua-scooter.

At that time I tried to make business,
private business, a long time before. I
was building and selling to the music
scene but I never could make a
business because it is not allowed to
have business so everything was
more or less under the table.
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We were developing and building an aqua-scooter and were pre-
paring ourselves for the conditions for the next summer, when we
would go.

JW: Did it ever occur to you that maybe this wasn’t a good idea?

WS: No. For me it was very clear. At that time I tried to make
business, private business, a long time before. I was building and
selling to the music scene but I never could make a business be-
cause it is not allowed to have business so everything was more
or less under the table. The point is you couldn’t make a business
because everything was limited. Also to get all the material was
complicated. I could not go into a shop and buy the material. You
had to find people who could help you find this and on the other
side you have to help them find what they were looking for. It
was not a real business. It was an improv situation.

JW: Was there any time when you were crossing you were almost
caught?

WS: Yes, there was a situation because we had to go close to the
border. We had to cross a restricted area. It was not forbidden to
= be there but you need a license or
permission from somebody. We
knew there was a checkpoint but
the checkpoint was not in use, We
crossed and we were inside this
area. When we were in the police
camp we looked different than the
[ Romanians and the Bulgarian
people. The guards arrested us for
a day and asked many stupid
questions. They told us, “You can
leave but if we catch you one
more time then we put you in the
= prison.”
We said, “We are not disappearing or escaping.” They believed
we were good socialists. They said, “we will let you go home but
please don’t come back to this area. We will send you to prison.”
Then we went back to the hotel and the next evening started
again. The advantage was we were arrested in this area so now we
knew the area better. This time we made it.

JW: How did you start your company?
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It was the first stage in automation that people could see what is
really behind it. This was the beginning of the company. At that
time we didn’t build any hardware or anything like that. Every-
thing was based on software. We ramped up quite fast and I think
after four years, we started 1985, in ’88,’89 we had over fifty peo-
ple. But we were 100% working on the software side. Then the
company ramped up quite fast and the first years everything went
well. During the last two years we started developing hardware
because we found out when we developed software and took it to
the PLC, which was 100% from Siemens, there were always fea-
tures missing which were absolutely
needed in the process field.

® Pageld

Wolfgang Seel
by Joy Ward (continued)

WS: I got a job offer from a head hunt-
ing company. They said, “Okay, you are
an electronics engineer.” I said, “I’m not
really an engineer.” They said, “You understand it and
you’re familiar with electronics and I have a job for you.”

JW--That job lead to several years at Siemens and the op-
portunity to learn how to program PLCs. After being hired
as a PLC programmer he taught himself how to actually
program PLCs. Seel became the “go-to” engineer when it
came to large automation projects such as taking the Guin-
ness Brewery in Dublin, Ireland, digital.

WS: It was in 1984 T had e
the first idea to build up a

C(;Flpfalllly' But the real kick I gOt a .l ob offer from a head Then in ’89, when I recognized we
off ot the company was not : J have to restructure the com
. pany there
%lvin %et.. . £85 huntlng company. They Sald, was also a decision that had to be
n the begmning of "85 “Okay, you are an electronics done, shall we go with the software
there was a good possibility ? . 109

. ’ . side or the hardware side? Develop
because many depart- — engineer. I Sald, I’m not really b our own products? In the end we
ments within Siemens . . . , .
came to me and said we an englneer.” They said, “You decided let’s go with the hardware.

S de a PLC.
need your advice for this 0 we made a

and this. Then two. depart- . . . JW: You started out in process auto-
ments wanted to give me a with electronics and I have a job mation and you were making visuali-
long term contract.

understand it and you’re familiar

zation systems in the early ‘80s. Do
you ever wish you had gone the other
way and had been Wonderware in-

for you.”

JW: What made you decide lumm
to start a company? That’s a different game.

stead of the way you went?

WS: Not a different game. When you remember this was
the time that the PC is coming up. It was the time when the
XT and the compatible PCs were coming up. Every year a
new programming system was developed., a new language
developed. I think this is so fast I cannot manage to build a
new project with the speed and understanding of all the JW: Where do you go now with VIPA?
things. The best way would be to form a company, a soft-
ware computer company where you get more specialized.
This was in April 1985. At that time it was more or less,

WS: In principle, yeah, but at that time when I started visualiza-
tion was not PC based. At that time visualization was really hard-
ware based because we developed a visualization card. This was a
manual driver card with video memory inside.

WS: Next year is very important. Next year we will have thirty
, . . years of VIPA on the fifth of April. My interest is that the compa-
let’s say, a straight-forward working process. We are VI- ny itself its going on. That in the past the company has developed

RA' Thg Ir)lame of;he company was the pgograr}rll: Visualiza- itself in the right way and goes in the right direction. This is the
tion and Process Automation. We came from the process best I can wish for VIPA.

industry and visualization was also the early stage when
you brought all this process what was running in the fac-
tory, to the screen. You could see where the water flow
was, what temperature was inside the tank and all the stuff.
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hopeful at
this point
that after
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weeks of ups
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Health Watch

By Mary Samuelsaon

forming the Dow, with Tier 2 companies
beating the Dow by over 4 points.

Tier 3 companies didn’t fare as well as
their larger Tier 1 and Tier 2 brothers, but
in the final analysis they held their own
respectably in what has been a wild and
somewhat unreliable market for the past
two months.

While many of the individual companies in

month we the Index
reported are still not
that ACI Keyence Corporation 9.1% back up to
Stgck their July
prices Danaher 5.1% figures,
appeared some are
tolbe. Honeywell Automation and Control Solutions 3.6% getting
missing close and
the Stock GE Energy Measurement and Control 0.5% some have
Market actually
climbs -0.3%ABB Inc. topped

alrlld giding those num-
the drops. -2.2% Yoko bers. The
Tho over. 2.2% Percent Change Compared Bollowing
all indus- -2.4% Emerson Process Manag to Jul Yy 2014 chart

tr){ stock shows sev-
price eral of the
dropped Index com-
an aver- panies, and
age of how they
11.5% currently
between fare com-
Septem- | _12 6% pared to
ber 3 and July.
October

12, com- Keyence Corporation has not only re-

before the roller coaster ride began, all

pared to a much smaller Dow loss for that ; .
Tiers of the ACI are once again outper-

same time period.

bounded but passed their July numbers by
9.5%. This is not surprising when we re-
call that they were the only company in the
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SSX and SST Isolator/
Splitters Win exida Safety
Award

The SSX and SST Safety
Isolators and Splitters have
received the 2014 Safety
Award for Interface Modules
from exida, a global leader in
functional safety certification
for the process industries. The
SSX/SST family is one of
three products to receive the

exida

recognition, which highlights
products that bring innovation
to the concept of Functional
Safety.

“Moore Industries is honored
to receive this prestigious
award from exida,” said Scott
Saunders, President and CEO
of Moore Industries-
International, Inc.

The two-wire SSX and four-
wire SST provide isolation and
signal conversion for loops in
Safety Instrumented Systems
(SIS). Both units have the
ability to pass HART® data
from field transmitters to host
systems, and vice-versa. The
four-wire SST Splitter takes
one process signal and creates
two identical, isolated outputs.
It can also serve as a HART
splitter.

The SSX and SST are
approved by exida for use in a
Safety Instrumented System
(SIS) up to SIL 3 in monitor
mode where only the input
circuit is part of the safety
function, or for single use in an
SIS up to SIL 2.
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Index to slightly outperform the Dow in
October, aided by a 37% profit margin
posted in September. Schneider is still
down by 12.6% compared to its July high,
but is moving in the right direction with a
slight improvement of 3.6% since October.

Overall, the Index points toward cautious
optimism. The industry is again tracking
with the DJIA and as a whole is improving
and performing well. Several of the key
individual players however, are still strug-
gling to regain the fairly substantial losses
seen since July.

In December, we will have more results for
FY2014 to consider, as well as the yearly
report from ARC Advisory Group in Con-
trol magazine on the Top Fifty Automation
Companies. It is to be hoped that the report
will include more non-process automation
companies, and more non-North American
companies.

SPITZER
AND
BOYES,
LLC

We have been compiling the INSIDER
Health Watch for several months now, and
the industry has gone through some signifi-
cant changes. We started with 79 compa-
nies, and reduced that to 78 with the acqui-
sition of Invensys by Schneider Electric.
We will be reviewing the index in January,
adding more companies, accounting for
switches within companies, and looking at
further segmentation.

Your comments, critiques and requests for
making a better Health Watch are solicited.

The INSIDER
Health Watch™
is written by
Mary Samuelson,
Quantitative Re-
search Practice
Lead at Spitzer
and Boyes, LLC.
Ms. Samuelson was director of re-
search at Maritz Research, and vice
president at Rockhopper Research,
and a Senior Project Manager with
The Right Brain People.

“The Health Watch shows what we
are capable of, in quantitative re-
search, at Spitzer and Boyes,
LLC.,” she said. “If you are looking
for research that is different from
the kind you get from the usual sus-
pects, give us a call.”

Spitzer and Boyes, LLC has a com-
plete qualitative and quantitative
research capability, focused on the
automation industries.

For more information, contact Walt
Boyes at

waltboyes@spitzerandboyes.com.

The INSIDER Health Watch™ is
available for license to use in other
publications. If you are interested

in doing that, please let Walt Boyes
know.

Mary Samuelson is available for
speaking engagements about the
Health Watch™ and other quantita-
tive marketing issues. Contact Walt
Boyes for details.
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The Industrial Automation and
Process Control INSIDER is
published by Spitzer and Boy-
es LLC., Copyright 2014, all
rights reserved.

The INSIDER is edited by Walt
Boyes. Nick Denbow is the
European Editor. Joy Ward is
a columnist. Mary Samuelson
is a columnist. Additional re-
porting is done by David W,

SPITZER

INSIDER _x-

AUt TeroaTioN & riocess covinor.  BOYES,

Spitzer PE., Rajabahadur V.
Arcot, Stephen Las Marias
and Victor Marinescu.

The INSIDER is a subscription
based publication and does
not take advertising. This
means that the INSIDER can
be completely independent
and unbiased in its reporting
and in its analysis.

To subscribe to the INSIDER,
please visit http://
www.iainsider.co.uk and click
the “Become an Insider” but-
ton.

Send comments to insid-
er@spitzerandboyes.com. We
want to hear from you!
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Rajabahadur V. Arcot: Falling oil prices: a fillip to Asian economy

After touching a high of almost US $112 a
barrel around end of June 2014, oil prices are
presently down by more than 20 percent and
there are no indications that point to their
quick recovery.

A few days ago, Brent crude fell below US$80
and according to the International Energy
Agency’s latest
monthly oil market
report, the drop in oil
prices will continue
through the first
half of 2015. If

the trend persists,
and many analysts
predict that it will, it
augurs well for the
Asian economy, as this region is the largest
importer of crude.

reasons.

Apart from Japan, several countries in this

Saudi Arabia and the US are seen acting
in unison to mount pressure on Russia
and Iran because of geopalitical

When subjected to speculative forces alone,
the prices tended to recover quickly after dips.
In the past when oil prices dropped, the oil
producers typically responded by cutting down
oil production. On the contrary, this time
around, there are indications that the Organiza-
tion of the Petroleum Exporting Countries
(OPEC), which controls about one-third of
— global oil sup-
plies, is not
likely to cut
production. In
| fact, Saudi
Arabia, the
group’s biggest
oil producer,
has given indi-
" cations that it is
comfortable with lower prices and according
to available information, it has increased its
output and offered discounts to key Asian cus-
tomers and the US, sending a strong signal that
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it’s ready to live with
lower prices.

According to some ana-
lysts, this time around
strong political compul-
sions are behind the sig-
nificant drop in crude oil
prices. Saudi Arabia and
the US are seen acting in
unison to mount pressure

region, such as China, India, South Korea,
Indonesia, and Thailand have robust and ex-
panding industrial bases. These countries,
which even currently are important markets
for automation vendors, will therefore demand
their greater attention.

Supply and demand considerations, such as
production and financial costs, the availability
of the product, and the pace of demand

growth, have minimal influence on the price of
crude. In comparison, political considerations
and market speculative forces have influenced
the crude oil and gas prices much more.

on Russia and Iran be-
cause of geopolitical reasons. Russia and Iran
depend on oil export revenues and therefore

drop in oil prices would affect their economies
badly.

Thomas L Friedman, a New Y ork Times col-
umnist, has in his article “The Pump War” has
alluded to a likely global “pump war” between
the US and Saudi Arabia on one side and Rus-
sia and Iran on the other. He further adds “This
is business, but it also has the feel of war by
other means: oil.” The OILPRICE.COM, in its
report “US Using Oil to Fight Russian Gas
Politics in Ukraine?,” wrote, “the US appears
to be building pressure on Russia over its ac-
tions in Ukraine by releasing crude oil from its
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Spitzer and Boyes LLC has a

large portfolio of offerings

for the automation enter-

prise:

e Strategic Consulting

e M&A Consulting

e Technical Due Diligence

e Technology Transfer

e Technology Consulting

e New Product Develop-
ment

e [ualitative Market Re-

INSIDER SPIT:i; -

INDUSTRIAL AUTOMATION & PROCESS CONTROL

BOYES,
LLC

search

e [uantitative Market Re-
search

e Technology Market Re-
search

e Technology Training in
Flow, Level, Contral, and
other topics.

e Voice of the Customer

o Voice of the Employee

e A Wide Range of Content
Creation: Articles, White
Papers, Websites, Social
Media

o Walt Boyes, David
Spitzer, Joy Ward, Rajba-
hadur V. Arcot, and Mary
Samuelson are available
for workshops, short
courses, and speaking
engagements.
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Rajabahadur V. Arcot: India’s initiatives to emerge as a manufacturing hub and
achieve economic growth, continued...

emergency stockpile onto the
market, with news of a ‘test
sale’ causing oil prices to

dip to their lowest levels in a
month.” This report appeared
in March 2014. The warfare is
not likely to end soon and
therefore oil prices are likely
to remain suppressed over a
significantly long period.

The Associated Press report,
quoting Adam Slater, senior
economist at Oxford Econom-
ics, says that the fall this time
should stick a little bit more
and give the world economy
an unexpected stimulus. The
shale oil revolution and oil
sands discoveries also have
long-term price moderation
influence.

Declining oil prices help in
reducing the oil import bills of
numerous countries, which
depend on import of oil to
meet their

energy

needs. It Rajabahadur V.
will great- Arcotis an

ly influ- Independent

ence the Industry Analyst and
Asian Business Consultant
econo- with 40 years of
my, the senior management
world’s
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reducing costs for businesses
and consumers.” Consumers in
general and in particular those
living in oil importing coun-
tries will save on fuel bills,
which they can spend on other
things resulting in consumer
spending and demand creation.
Apart from helping consum-
ers, lower energy prices also
help manufacturing compa-
nies’ fuel bills and possibly
help authorities responsible for
fiscal and monetary policies
take corrective measures to
boost the economic growth.
With the manufacturing indus-
try contributing significantly
to the GDPs of countries such
as China, Japan, South Korea,
and India, the declining crude
price trend augurs well for
them.

Recently, South Korea's cen-
tral bank trimmed its bench-
mark interest rate by a quarter-
percentage point to 2 percerL

a move made possible in part
because of lower inflation re-
sulting from declining oil pric-
es. A Bloomberg report quotes
Haruhiko Kuroda, Governor of
Bank of Japan, “Japan imports
massive amounts of oil, so
falling oil prices itself is a plus
for the economy as it improves

the terms of trade and in-
creases real income.”

India seems to the biggest
beneficiary in Asia. The
drop in oil prices provides
India an unexpected window
of opportunity to set right its
economy. A ten percent
reduction in the crude oil
price would reduce the
country’s import bill by
about US$ 15 billion and the
current account deficit by
0.6 percent of the GDP. In
addition, every US$10-a-
barrel change in oil price
will bring down the govern-
ment’s fuel subsidy burden
and the fiscal deficit by
around US$3 billion. Even
the country’s wholesale in-
flation would come down
substantially as energy pric-
es have a bearing on trans-
portation, manufacturing,
and other costs. There are
signs to that effect already.
The direct impact of declin-
ing oil prices would be the

|__reduction in trade deficit,

which was getting out con-
trol. It would also help large
domestic oil companies such
as ONGC, GAIL, I0C, and
such others improve their
finances as they bear a
share of the subsidy burden
and their profits could flow
into productive investments.
China’s state-owned energy
companies will also benefit
from lower oil costs as their
subsidy burden will also
come down.
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