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To “win” in any business environment, players must develop a sustainable, competitive
advantage. Such differentiation is often revealed when evaluating the underlying business
models that govern the strategic and tactical activities of multiple companies within a
specific, business niche.

One of the key debates specific to the electronics manufacturing market relates to the key
strategies by which EMS and ODM providers acquire or manufacture parts.

= In a vertical model, CMs directly manufacture select parts that are consumed within the
Bill-of-Materials (BOM) of assembly programs.

= In a horizontal model, CMs do not manufacture any of the parts that are consumed
within the BOMs of assembly programs

This report is intended to stimulate thought and discussion specific to these two different
models deployed by contract manufacturers. This analysis will evaluate the vertically
integrated business model and the horizontal business model and ultimately describe the
impact across the electronics value chain — for OEMs, EMS providers, ODM providers and
suppliers.
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Critical Questions Answered Who Should Read This?

= Who are the key horizontal and vertical = OEMs
contract manufacturers? .

= What are the core component groups
manufactured by vertically integrated

Component Suppliers
= EMS Providers
= ODMs

manufacturers?

* What is the size of the component * Distributors
market manufactured by EMS and ODM = Consultants
providers? .

Financial Analysts
= What are the perceived advantages of
the vertically integrated model?
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