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A.

The Nuts & Bolts of the Strategic Partnership

On June 11, 2018, PTC, a global leader in assisting companies to “reinvent the way they design,
manufacture, operate, and service things in and for a smart, connected world”, and Rockwell Automation,
“the world’s largest company dedicated to industrial automation and information”, announced that they
have entered into a definitive agreement for a strategic partnership that is expected to “accelerate growth
for both companies and enable them to be the partner of choice for customers around the world who
want to transform their physical operations with digital technology”.
According to the press release issued on that date, “as part of the partnership, Rockwell Automation will
make a $1 billion equity investment in PTC, and Rockwell Automation’s Chairman and CEO, Blake Moret,
will join PTC’s board of directors effective with the closing of the equity transaction”.
The press release went on to state that, “The partnership leverages both companies’ resources,
technologies, industry expertise, and market presence, and will include technical collaboration across the
organizations as well as joint global go-to-market initiatives. In particular, PTC and Rockwell
Automation have agreed to align their respective smart factory technologies and combine PTC’s awardwinning ThingWorx© IoT, Kepware© industrial connectivity, and Vuforia© augmented reality (AR) platforms
with Rockwell Automation’s best-in-class FactoryTalk© MES, FactoryTalk Analytics, and Industrial
Automation platforms. The result will be an unmatched integrated information solution that will enable
customers to achieve increased productivity, heightened plant efficiency, reduced operational risk, and
better system interoperability”.
Jim Heppelmann , President and CEO of PTC, added that, “This strategic alliance will provide the industry
with the broadest integrated suite of best-in-class technology, backed by PTC, the leader in IoT and
augmented reality, and Rockwell Automation , the leader in industrial automation and information. Our
combined customer base will benefit from two world-class organizations that understand their business
and deliver comprehensive, innovative, and integrated solutions. Leveraging Rockwell Automation’s
industry-leading industrial control and software technology, strong brand, and domain expertise with PTC’s
award-winning technology enables industrial enterprises to capitalize on the promise of the Industrial IoT. I
am incredibly excited about this partnership and the opportunity it provides to fuel our future success.”
Blake Moret, Chairman and CEO of Rockwell Automation reaffirmed that, “We believe this strategic
partnership will enable us to accelerate growth by building on both companies’ records of innovation to
extend the value of the Connected Enterprise and deepen our customer relationships. As IT and OT [i.e.,
Information Technology and Operational Technology] converge, there is a natural alignment between our
companies. Together, we will offer the most comprehensive and flexible IoT offering in the industrial space.
Our equity investment in PTC reflects our confidence in the partnership and the significant upside we
expect it to create for both companies as we work together to profitably grow subscription revenue.”
Also according to the press release, “Rockwell Automation’s solutions business will be a preferred delivery
and implementation provider, supported by a robust ecosystem of partners that both companies have
established”, and “The strength of both companies across geographies, end markets, and applications is
complementary”. As expected, “the investment transaction is subject to customary closing conditions and
regulatory approvals, and is anticipated to close within 60 days.
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B.

The Market’s Take on the PTC-Rockwell Automation Strategic Partnership

The market’s take on the the PTC-Rockwell Automation strategic partnership, at least during the first
month since the announcement, has been generally positive (as is this Analyst’s take), although there may
still be some hesitation to globally position the partnership as the “next best thing” for either the IoT or
the two global companies involved.
For example, according to independent analyst firm, CIMdata, which bills itself as “the leader in PLM
education, research, and strategic management consulting , “although Rockwell Automation had revenues
of US$6.3 billion in 2017, PTC, a PLM leader with 2017 revenues of [only] $1.2 billion, has pursued the
Internet of Things (IoT) opportunity more aggressively than their PLM peers [including Rockwell
Automation]”.

“PTC … has pursued the Internet of Things (IoT) opportunity more aggressively
than their PLM peers [including Rockwell Automation]”.
- CIMdata

Nonetheless, CIMdata still “believes this relationship should provide both companies’ customers new
expertise to improve their manufacturing capabilities and efficiencies. Integrating Rockwell Automation’s
industrial control and software technology and domain proficiencies with PTC’s ThingWorx and other
technology solutions will provide industrial enterprises a better ability to capitalize on the capabilities of
the Industrial IoT. It will also allow each company to spend more time focusing on their strengths, which
should help both companies bring more technology and expertise to the combined offering over time”.
But, the research firm continues, “as with any partnership, time will tell if the two companies will succeed.
However, unlike many partnership announcements, this one includes a $1 billion price tag, which raises the
stakes for both parties and the visibility of the partnership around the world. CIMdata looks forward to
learning more at PTC’s upcoming LiveWorx event and from our joint clients. As such, by stating its “belief”
in this manner, it appears that CIMdata is hopeful for a positive outcome, but has clearly adopted – at least
in the short term – a “wait and see” outlook.
Financial analyst firm, Zacks Equity Research, also believes that the PTC - Rockwell Automation partnership
is generally positive, although its analysts’ posts also reflect somewhat of a “wait and see” perspective as
well. Still, the analyst firm cites that the main reason for why it believes “PTC is a strategic fit for Rockwell
Automation” is that, “Notably, Rockwell Automation remains focused to increase investments for
expanding the value of The Connected Enterprise (CE) & Integration of software with other design tools &
Scalable analytics”.
“The industrial automation technology company selected PTC as the latter’s innovative solution will extend
the value of CE and help strengthen customer relationships,” and that the best way to do so is for both
companies to ”leverage their respective smart factory technologies by combining PTC’s ThingWorx IoT,
Kepware industrial connectivity, and Vuforia AR platforms with Rockwell Automation’s FactoryTalk MES,
FactoryTalk Analytics and Industrial Automation platforms. This partnership will also include joint sales and
marketing initiatives around the world.”
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CRN magazine concurs with much of the opinions of Zacks Equity Research analysts by stating that it
believes the partnership “will act as ‘Force Multiplier’ for partner selling opportunities”. Based on an
interview conducted by CRN editor, Dylan Martin, with Don Busiek, PTC’s Vice President of Corporate
Strategy, on the day the announcement was made, Busiek claimed that PTC channel partners “are expected
to receive significant new selling opportunities thanks to the industrial software vendor's new strategic
partnership with Rockwell Automation” and that "The feedback's been universally positive. Everyone views
this as a win-win.”
Initial results appear to validate Busiek’s claim as, according to CRN, the announcement itself prompted
“PTC's stock price to reach an all-time high Monday [i.e., June 11,2018] in its 29 years as a public
company”. CRN further reported that, “The announcement comes as PTC's Internet of Things
business remains the company's fastest-growing business, with related sales growing 33 percent year over
year in the second quarter to [US]$29 million”.
Busiek further supported the partnership by saying that, “For PTC's channel partners, the deal means a
chance to increase the number of verticals they sell into, as well as the number of products, because the
partnership opens partners to Rockwell's customer base, domain expertise and product offering”. He also
went on to proclaim how PTC would benefit from the alliance by stating, “Now all of a sudden we have
Rockwell's 35,000 live customers as prospects to sell into it. That doesn’t apply just to our direct sales team
but also our partner ecosystem”.

“There are some verticals where PTC has lacked domain expertise,
such as oil and gas, where Rockwell can now provide assistance
so that partners can sell PTC products into that market.”

- Don Busiek, PTC

“For instance, there are some verticals where PTC has lacked domain expertise, such as oil and gas, where
Rockwell can now provide assistance so that partners can sell PTC products into that market. Those
partners can also sell Rockwell products on top of their PTC portfolio, for which Rockwell will provide
enablement resources. … It’s a force multiplier in terms of who they can sell into."
CRN defined the alliance further by saying that as part of the partnership, PTC and Rockwell “will work
together on technical projects as well as global go-to-marketing initiatives. More specifically, PTC is
planning ‘unmatched’ integration between its IoT offerings – ThingWorx, Kepware and the Vuforia
augmented reality platform – and Rockwell's FactoryTalk and Industrial Automation platforms to help
customers increase plant productivity and efficiency, reduce operational risk and improve system
interoperability. Busiek also made it clear that “In addition to Rockwell providing resources to PTC partners
and customers, PTC will also do the same for Rockwell's partners and customers” and that, “PTC plans to
roll out a new incentive plan for partners specific to this partnership”.
This may all be good news for existing and future PTC customers as echoed by Elaina Shekter, CMO of
EPAM Systems, a PTC partner and No. 31 on CRN's 2018 Solution Provider 500, who, in a CRN interview,
welcomed the announcement by reflecting that, “The strategic alliance between our partner, PTC, and
Rockwell Automation, is exciting news, expanding our IoT partner ecosystem to cover new domains and
verticals. We’ll be able to support the broader reach of PTC through our full end-to-end IoT service
capabilities, industrial design and infrastructure, middleware and integration capabilities."
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Many of the field service segment’s independent analysts, industry experts and Bloggers have also weighed
in on the announcement – again, in a mainly positive way, albeit with some potential reservations. For
example, industry analyst and comsultant, Joe Barkai, proclaims that with the PTC-Rockwell Automation
partnership on the forefront, “a new era of PLM competition begins.”
The basis of Barkai’s proclamation is that, “As the industrial sector continues to transition to pervasive
digitalization, the Industrial Internet of Things, and Industry 4.0, the demand for proven capabilities in
Internet of Things technology, automation planning and simulation, and manufacturing operations
management is growing rapidly. Although PTC was early to market with the highly-publicized acquisitions
of IoT technology providers Axeda, ThingWorx, and Kepware, the relative lack of a strong brand and deep
expertise in industrial automation tempered market adoption”.
Barkai bases his opinion on his belief that “PTC’s largest competitors saw better success” and that
“Siemens, in particular, recognized the imminent digital transformation of the manufacturing industry and
has been moving deliberate [sic] and with little fanfare to fulfill the need, building upon its strong brand
and deep industrial automation expertise that cover the gamut from industrial automation hardware to
advanced planning and simulation”.

“The newly formed relationship between PTC and Rockwell Automation is
a direct answer to Siemens’s dominance in factory automation, Industry 4.0,
and smart factory initiatives. It will close important gaps in PTC’s portfolio”.
- Joe Barkai
Barkai goes on to say that, “The newly formed relationship between PTC and Rockwell Automation is a
direct answer to Siemens’s dominance in factory automation, Industry 4.0, and smart factory initiatives. It
will close important gaps in PTC’s portfolio” and “The opportunity to integrate key IoT assets from PTC with
Rockwell Automation’s FactoryTalk Analytics and FactoryTalk MES software will give PTC deeper analytics
capabilities as well as plant management software”.
Finally, Barkai opines that, “With heavyweight players like Siemens and the PTC-Rockwell combination
moving to the forefront, and considering the murky future of GE Digital, the PLM and Industrial IoT
landscape has changed dramatically.”
Independent Blogger, Stacey Higginbotham, author of the Stacey on IoT Blog, agrees with Barkai with
respect to the now enhanced capability of PTC and its partners to penetrate new - and existing – vertical
market segments with an expanded product and service portfolio. In her Blog following the partnership
announcement, Higginbotham reports that, “Rockwell Automation and PTC are going to package up five of
their software products and sell them to customers: PTC’s Vuforia augmented reality (AR) tech, Kepware
data integration software, and ThingWorx’s IoT platform with [sic] be bundled together with Rockwell
Automation’s FactoryTalk Analytics software and FactoryTalk MES software. The Rockwell contribution
provides deeper analytics specifically aimed at the manufacturing industry as well as plant management
software”.
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Higginbotham goes on to say that, “PTC is no stranger to that industry, having developed design tools and
software for so-called ‘discrete manufacturers,’ companies that make physical products like iPhones, cars,
and other devices. Another area of manufacturing deals with chemical processes like oil refining and
chemical manufacturing; it’s known as process manufacturing. A third category, which encompasses
pharmaceuticals and food, combines the two and is called hybrid manufacturing”.
“This deal allows PTC to sell its three most relevant industrial IoT acquisitions to a larger base of
manufacturers with Rockwell’s help. Rockwell is a big supplier in process and hybrid manufacturing,
industries that may not be as familiar with PTC because they didn’t need design software. Rockwell’s
software also rounds out the offering with a hearty dose of analytics, while PTC’s ThingWorx and
Kepware handle the basic lifting that has to happen if you want to put your plant online.

“Rockwell’s software also rounds out the offering with a hearty dose of analytics,
while PTC’s ThingWorx and Kepware handle the basic lifting that has to happen
if you want to put your plant online”.
- Stacey Higginbotham

Zacks Equity Research provides an additional “thumbs up” for the newly announced partnership by saying
that, “PTC is a leader in IoT applications and augmented reality (AR) domain. Its industrial innovation
platform, and field-proven solutions and services help companies design, manufacture, operate, and
service things for a smart, connected world. The company’s resources, technologies and industry expertise
will complement Rockwell Automation’s vision and strategy”, and “Notably, Rockwell Automation remains
focused to increase investments for expanding the value of The Connected Enterprise (CE) & Integration of
software with other design tools & Scalable analytics. The industrial automation technology company
selected PTC as the latter’s innovative solution will extend the value of CE and help strengthen customer
relationships.”
Zacks also sees CE as a major growth driver, stating that, “Rockwell Automation is actively engaged in the
evaluation of inorganic opportunities to accelerate the CE strategy. Its operational execution is also
enabling it to aggressively expand R&D funding for CE. Additionally, the company projects its information
solutions and connected services revenues to advance $300 million in fiscal 2018, and grow at a doubledigit rate in the near future”.
As such, Zacks believes that, “The above-mentioned strategic alliance will provide the industrial
automation industry an integrated suite of best-in-class technology. It will assist industrial customers to
boost productivity, improve plant efficiency, reduced operational risk, and better system interoperability.
Furthermore, the combination of IT (information technology) and OT (operations technology) is expected
to accelerate growth for both companies”.
Engineering.com believes that, “The strategic partnership between PTC and Rockwell is deeper and more
long-term than usually characterizes this kind of strategic alliance. It aims at a comprehensive collaboration
manifested by Rockwell investing one billion dollars buying newly issued shares in PTC (which is listed on
Nasdaq), equivalent to approximately 8.6 billion. Rockwell gains a stake in PTC of 8.4 percent and also gets
a seat on the board”. As such, this is more than just a strategic partnership – it is a financial investment as
well.
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The industry trade journal also believes that – with the help of this partnership agreement – PTC may be on
the verge of “entering a golden age.” It cites CIMdata’s 2017 report on PLM direct revenues, [that claims]
Dassault Systèmes and Siemens PLM are the clear dominators, while PTC is ranked a somewhat distant
third. However, it also reports the response to this statement from Jim Heppelmann, as follows: “If this is
the coming ‘golden age,’ then I think there will be a ‘platinum age’ to follow because the best is yet to
come”.

“If this is the coming ‘golden age,’ then I think there will be a ‘platinum age’
to follow because the best is yet to come.”
- Jim Heppelmann, CEO, PTC
Engineering.com also agrees with Heppelmann in that, “the strategic alliance with Rockwell is only one of
several indicators of PTC’s progress in recent years. PTC’s IoT, IIoT, AR, PLM and CAD areas have developed
successfully, and combined with a new business model – subscriptions instead of perpetual licensing – the
company is approaching a point where things can change in a dramatic way. The Rockwell deal plays a
significant role. Automation may very well be the critical component PTC needs to establish a complete
competitive solution. But there is a difference between an engagement, as it can be characterized now, and
a ‘marriage’”.
C.

SFG℠’s Take on the PTC-Rockwell Automation Strategic Partnership

There are many aspects to the PTC-Rockwell Automation partnership that are generally positive, with only
a few potential red flags that may potentially become somewhat problematic down the road. Basically, it
will all depend on the ability of both organizations to execute effectively, and in sync with one another.

“While it appears that [PTC’s] acquisitions have largely been very successful
(e.g., where would the company be if it had not acquired ThingWorx?),
its track record of partnerships has not been nearly as good.”
- Bill Pollock, Strategies For Growth℠
Admittedly, PTC has not always had great success with its partnerships over the past several years. While it
appears that its acquisitions have largely been very successful (e.g., where would the company be if it had
not acquired ThingWorx?), its track record of partnerships has not been nearly as good – although it has
not always been PTC’s fault (e.g., the relative fall of GE as a global manufacturing and services leader, etc.).
For example, the company’s strategic partnership with ServiceMax (i.e., pre-acquisition by GE Digital)
appeared to start out well, with PTC taking charge of the Service Lifecycle Management (SLM), Product
Lifecycle Management (PLM) and Application Lifecycle Management (ALM) components of the business,
and ServiceMax focusing on Field Service Management (FSM). PTC did its part by leaving the FSM side of
the business primarily to ServiceMax; however, ServiceMax, once acquired by GE Digital, became more of
an “unknown quantity” in terms of its strategic direction and path forward. PTC’s strategic partnership with
GE Digital just seemed to complicate matters even more and, while the two organizations still maintain
some semblance of their original partnership, the days of collaborating with one another have long since
been gone. Parent company, GE’s financial problems have essentially put a death knell on the partnership.
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While PTC’s partnership with GE Digital seems to still have some potential, much of the luster has probably
been stripped away as a result of the company’s new partnership with Rockwell Automation. Nevertheless,
the situation may still be somewhat volatile as GE Digital has since acquired ServiceMax, and parent
company, GE, has not yet shown that it can weather the storm ahead – there may be many more problems
ahead for GE, and one would think that all of these potential “disturbances” may ultimately have some
kind of negative impact on the company and its GE Digital subsidiary (including ServiceMax).
Also, the $1 billion gorilla in the room is …well, the $1 billion investment that Rockwell Automation has
made toward its future with PTC! As the saying goes, “money talks” – and when the money is as much as
$1 billion, people listen! Again, however, it will all be about the execution.

“While not exactly a merger or acquisition between the two companies, there
are enough merger-type attributes that each organization can benefit from –
but without having to relinquish control of their respective proprietary IP,
or customer and technology bases.”
- Bill Pollock, Strategies For Growth℠
While not exactly a merger or acquisition between the two companies, there are enough merger-type
attributes that each organization can benefit from – but without having to relinquish control of their
respective proprietary IP, or customer and technology bases. For example:
• Each company can utilize its own resources; in-house technologies; professional services and consulting
capabilities; sales and marketing skills; and Intellectual Property (IP) to reach out to the marketplace and
establish in-depth customer relationships;
• Both companies can collaborate, where necessary and/or desirable, to share their capabilities and
expertise in developing new business, penetrating new (to them) industry segments,
selling/upselling/cross-selling their own and each other’s products and services, etc.;
• The two companies can benefit from a cash-rich environment where there will likely be economies of
scale with respect to new technology development, joint Research and Development (R&D), product
and service portfolio enhancement, new product and service development, etc.; and
• The two companies, together, can explore new ways to bring the IoT and IIoT to the marketplace, on an
expanded industry segment basis, thereby continuing their respective evangelical approaches to the IoT,
Artificial Intelligence (AI) and Augmented Reality (AR), etc.
By taking advantage of these “new” benefits, PTC and Rockwell Automation will now be able to work
together, pool their expertise and resources, and work toward building a new portfolio of IoT-driven
offerings ranging from integrated smart factories, to smart cities, and everything else in-between.
Ultimately, the partnerships that PTC cultivated with ServiceMax and GE Digital did not provide the
company with either the reach, or the outreach, it wanted. Each of these deals ultimately became too onesided – or no-sided at all! This is where the partnership with Rockwell Automation will be different: it is not
merely a technology alliance, nor is it strictly a financial partnership – it is a partnership steeped in
technology, business development, sales and marketing, and product enhancement collaboration, where
both parties are likely to turn out to be winners!
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About PTC:
PTC helps companies around the world reinvent the way they design, manufacture, operate, and service
products in and for a smart, connected world. In 1986 we revolutionized digital 3D design, and in 1998 were
first to market with Internet-based product lifecycle management. Today, our leading industrial innovation
platform and field-proven solutions enable you to unlock value at the convergence of the physical and digital
worlds. With PTC, manufacturers and an ecosystem of partners and developers can capitalize on the
promise of the Internet of Things and augmented reality technology today and drive the future of
innovation.
PTC.com

@PTC

Blogs

PTC, Kepware, KEPServerEX, ThingWorx, and the PTC and Kepware logos are trademarks or registered
trademarks of PTC Inc. or its subsidiaries in the United States and other countries.
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