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Industry has faced enormous challenges from the 
worst economic times since the great depression

 
 

Some are just starting to say the tide may be 
turning

 
 

What have leaders done to position for the longer 
term and the recovery?
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“My Forecast was wrong in February, 
and the continued weakness in the 
Global economies continues.”

 
–

 

David Farr, Chairman / CEO Emerson 
Electric Products Group Speech
May 20, 2009
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Material 
Management

Contract 
Management

Fluor Supply 
Chain 

Solutions
Logistics

2,000 Resources Globally
$13.6 Billion Annual Spend

Corporate Corporate 
ProcurementProcurement TravelTravel

CENTERCENTER--LEDLED
PROCUREMENTPROCUREMENT
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Suppliers and subcontractors are critical to 
successful project execution

 –
 

60-70% of typical project’s TIC based on materials, 
equipment, and subcontracted services

 
 

Supplier integration promotes greater efficiencies 
by allowing each stakeholder to leverage their 
strengths

 
 

Working with suppliers, instead of treating them 
as adversaries or risk holders, leads to 
relationships that work in both good and difficult 
times
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pROCUREMENT

EPC
becomes

ENGINEERING

CONSTRUCTION

PEpC

The ability to influence the cost of a project is greatest at the beginning of a 
project – bringing strategic suppliers in early is essential to success.

PROCUREMENT

Strategic 
Suppliers

Construction 
Industry 
Institute 
indicates:

4 – 8% 
cost savings

10 – 15% 
time savings
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 –
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aspects they can mitigate
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Understanding that a single project is only one element of 
a much larger business relationship
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Contractors and suppliers recognize that successful project 
execution and client satisfaction are key factors to securing future 
engagements
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LCCS provides 15-40% total cost 
savings versus non-LCCS region 
competitive bidding
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and emerging markets

 
–

 

Proven track records on projects with 
Fluor, other contractors, and owners

 


 

LCCS opportunities exist in several 
locations

 
– China
–

 

India
– Vietnam



 

LCCS provides 15-40% total cost 
savings versus non-LCCS region 
competitive bidding

–

 

Lower labor costs
–

 

Lower raw materials costs


 

Fluor rates and monitors LCCS 
suppliers 

–

 

Price differentials against US 
baseline

–

 

Delivery times, schedule risk, quality


 

Strategic supplier agreements 
developed with suppliers in low cost 
and emerging markets

–

 

Proven track records on projects with 
Fluor, other contractors, and owners



 

LCCS opportunities exist in several 
locations

–

 

China
–

 

India
–

 

Vietnam New Delhi, IndiaNew Delhi, India Shanghai, ChinaShanghai, China

New DelhiNew Delhi
ShanghaiShanghai



Managing Market IntelligenceManaging Market IntelligenceManaging Market Intelligence



 

Material Market Intelligence Services 
(MMIS) 



 

Monthly Material Market Bulletins for 
our projects, estimating groups, and 
clients that contain market specific 
information and trend analyses for 
select material and equipment 
categories

 –

 

Supply
–

 

Demand
– Pricing



 

Material Market Intelligence Services 
(MMIS) 



 

Monthly Material Market Bulletins for 
our projects, estimating groups, and 
clients that contain market specific 
information and trend analyses for 
select material and equipment 
categories

–

 

Supply
–

 

Demand
–

 

Pricing



* Cost reductions achieved through increased efficiencies from more experienced personnel, fewer hours and less turnover. Source

 

of Oil Price  and % GDP 
Growth Forecast: Global Insight Apr 17, 2009 –

 

“the most consistently accurate economic forecasting firm in the world”.

Bridging 
Activities

2009 2010 2011 2012 2013
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Full

% GDP World -2.7 -3.1 -3.0 -1.4 0.7 1.5 2.2 2.7 3.1 3.5 3.7 4.0 4.4 4.2 4.1 4.1 4.1

Oil Price $/Barrel
43 44 45 48 53 55 54 56 57 60 63 67 69 73 76 78 85

Cost Change 
Due To Market

% Engineering* 0 0 0 -5 -5 -5 -5 0 0 +5 +5 +5 +5 +5 +5 +5 +10

% Procurement -5 -5 -5 -5 -15 -15 -10 -10 -5 0 0 +5 +5 +10 +10 +10 +10

% Construction* 0 -5 -5 -5 -10 -10 -10 -10 -5 0 0 +5 +5 +5 +10 +10 +10

Med.
Bad

Legend
Good

Procure = 55% 

Estimate

Construction = 30%

Detailed Design = 10%.

Major Equip
Purchased Pipe 

Steel

FEED =  5%

Owner 
Approval

Operate 
Plant

Low Cost  Window Project Cash Outflow

Projects Commencing in 2009 Q1 Have Potential to 
Capture the Anticipated “Low Cost Window” 
Projects Commencing in 2009 Q1 Have Potential to Projects Commencing in 2009 Q1 Have Potential to 
Capture the Anticipated Capture the Anticipated ““Low Cost WindowLow Cost Window””
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My Job at Emerson 
Emerson At-a-Glance 2008 
My Job at EmersonMy Job at Emerson 
Emerson AtEmerson At--aa--Glance 2008Glance 2008

$24.8 Billion in sales

Diversified global 
manufacturer 
and technology provider

Approximately 141,000 
employees worldwide

Headquarters in 
St. Louis, Mo.
NYSE: EMR 

•

 

Manufacturing and/or sales presence in more than 150 countries

•

 

255 manufacturing locations, 165 outside the U.S.

•

 

No. 94 on 2009 FORTUNE 500 list of America’s 
largest corporations

•

 

Founded in 1890

22
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EMERSON 
a successful and stable partner

 
 

Emerson Process Management 
a world leader in automation

 
 

PlantWeb Solutions Group (PSG)
combining control and safety systems

 operations management, and services        
into integrated digital plant solutions
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PSG Divisions
Process Systems and Solutions

 Power & Water Solutions

 Asset Optimization



•
 

Rosemount
•

 
Micro Motion

•
 

Top-Worx
•

 
Rosemount 
Analytical

•
 

Daniel
•

 
Mobrey

•
 

Roxar

•
 

Fisher
•

 
Baumann

•
 

Bettis
•

 
El-O-Matic

•
 

Shafer

Measurement
Valves & 

Regulators

• DeltaV
• Ovation
• DeltaV SIS
• Syncade
• Smart Wireless
• SureService

PlantWeb Solutions

• AMS Suite
•

 
Services and 
Technologies
•

 

Mechanical 
Equipment

•

 

Electrical 
Systems

•

 

Process 
Equipment

•

 

Instruments 
& Valves

Brands



•

 

Pressure
•

 

Temperature
•

 

Level
•

 

Flow
•

 

pH
•

 

Conductivity
•

 

Gas 
Composition

•

 

Flow 
Computers

•

 

Control        
Valves

•

 

Regulators
•

 

Valve  
Actuators

•

 

Valve 
Instruments

Measurement Valves & 
Regulators

•
 

Process 
Automation

• Safety Systems
•

 

Operations 
Management

•

 

Remote 
Automation

•

 

Wireless 
Solutions 

•

 

Industry 
Solutions

•
 

Asset 
Management 
Software

•

 

Services and 
Technologies

•

 

Mechanical 
Equipment

•

 

Electrical 
Systems

•

 

Process 
Equipment

•

 

Instruments 
& Valves

Capabilities

PlantWeb Solutions PSG Operations Group

• Material Supply Chain

• Labor Supply Chain
•

 

Global Project Management

 Office

• Product Support

• Quality

• Educational Services

• IT



Integrated Material and Labor Supply ChainIntegrated Material and Labor Supply ChainIntegrated Material and Labor Supply Chain



PSG Material Supply Chain NetworkPSG Material Supply Chain NetworkPSG Material Supply Chain Network

intra-hub network
intra

-hub network

intra-hub network

Able to reach 98% 
of customers in 24 

hrs

Distributes 
worldwide via intra-

 
hub network

Distribution Center

Major Customers
Supplier

Main Distribution 
Center is close to 
suppliers
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The ability to influence the cost of a project is greatest at the beginning of a project – 
driving early strategic supplier integration is essential to success.

Supplier Integration: The PEpC Process

STRATEGIC

EPC
becomes PEpC

Construction 
Industry 
Institute 
indicates:

4 – 8% 
cost savings

10 – 15% 
time savings

PEpC Lays the FoundationPEpC Lays the FoundationPEpC Lays the Foundation
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Do Partnerships / Alliances Deliver?Do Partnerships / Alliances Deliver?Do Partnerships / Alliances Deliver?

An Alliance Approach 
to Capital Programs

CII - Partnering Process Model

• Owner’s Internal Alignment  

• Partner Selection 

• Partnering Relationship   

• Program Alignment 

• Work Process Alignment Project –
Specific

Partnering

Strategic 
Alliance 

Industry research shows 
quantifiable improvements 

through Partnerships / 
Alliances during project 

delivery and

 

in operations

Proven in practice …

 
case study presented 

at 
2008 CII Annual 

Conference

Construction Industry Institute 
RS102-1, Nov 1996 
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Complete responsibility

 for all automation
 

 
Eliminates redundant

 and overlapping
 communication chains

 

 
Single organization

 with globally consistent
 project management 



 
Mitigates traditional I&C problems


 
Reduces the risk of scope expansions, schedule 
extensions, and cost overruns

 

 
Proven through real world experience
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30% Savings Illustration

Training

Commissioning & Start-up

Installation Supervision

Field Instrumentation

Safety System

Process Control System

Detailed Engineering

FEED Engineering

Typical MAC / MICC Savings ExampleTypical MAC / MICC Savings ExampleTypical MAC / MICC Savings Example

Traditional
Approach

MAC / MICC

 Approach

70%

100%

80%

60%

40%

20%

0%





 
While underlying economics and resulting orders 
remain very weak , Emerson continues to reposition 
global assets to achieve best cost structure 



 
Emerson’s long-term strategies align with global 
megatrends 
–

 

Developing world - infrastructure, urbanization
–

 

Resource scarcity - energy capacity, renewable
–

 

Environment - energy efficiency, emissions
–

 

Connectivity - datacenter and information networks
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Courage to Invest & Make the Right Choices …Courage to Invest & Make the Right Choices Courage to Invest & Make the Right Choices ……

Excerpts from D.N. Farr speech to 
Electrical Products Group, May 20, 2009



Courage in the Face of AdversityCourage in the Face of AdversityCourage in the Face of Adversity

The Wall Street Journal
Wednesday, July 22, 2009



$728 million… Emerson’s investment 
in Engineering & Development during 2008

8,500… number of Engineering & Development 
personnel worldwide

38%... increase in new products as percent 
of Emerson sales between 1995 and 2008

655… new patents earned in 2008 
by Emerson employees globally

Emerson is Committed to Identifying 
and Meeting New Customer Needs 
Emerson is Committed to Identifying Emerson is Committed to Identifying 
and Meeting New Customer Needsand Meeting New Customer Needs
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1976 1981 1986 1991 1996 2001NP as % 
of Sales

2008
$8.8B

2013F
$12-14B

2008 2013
3% 9% 14% 21% 30%             35%                     36% 40%

Record New Product Sales of Nearly $9B in 2008
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New Product Sales for Emerson

New Product And Technology Investments 
Continue To Pay Off 
New Product And Technology Investments New Product And Technology Investments 
Continue To Pay Off Continue To Pay Off 
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High Cost
Best Cost

6,000

7,200
7,700

8,500

5,500
5,000

Number of 
engineers

51%

49%

70%

30%

64%

36%

59%

41%

57%

43%

53%

47%

Strong Investment for Emerging Market Sales Penetration
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Has your company’s behavior with contractors / suppliers 
changed since the crisis began?

 

 
Do you value relationships, trust, and reliability more now? 


 
How are you investing for the recovery and the future?


 
Are you exhibiting courageous leadership in your job and 
in your company?  What does that look like?

 

 
Do you really understand the market?


 
Are your additional demands paired with more reward  
opportunity for your contractors / suppliers?

 

 
Do you think the crisis has lowered the cost for 
everything?
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