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NATION

A New

for America
President Barack Obama has surprised the nation
by announcing the appointment of America’s first Vision
Czar. Following is the prepared text of the President’s
speech to a joint session of Congress explaining why
Doctor Robert J. Shillman of Cognex Corporation is his
choice for the job.
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adame Speaker, Vice
President Biden, Members of Congress, and
the American people:

Why does America need a Vision Czar?
The answer is easy to see (pun in-

tended!). In government, a czar is a
person who monitors a situation and
takes care of problems that arise. Well,
machine vision products are used
around the world to monitor situations and eliminate problems. It’s a
perfect fit!
Here are just some of the problems that can be solved with machine
vision:
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spection Systems (also called Web Inspection Systems) are machine vision
systems that can detect these defects
and reduce the risk of serious production errors.
Ensuring greater control over
manufacturing by providing a
detailed audit trail
Vision systems collect lots of useful data
that factory floor managers can use to
evaluate production and keep track of
important quality metrics. Machine vision systems called ID readers are used
to read 1D and 2D identifying codes on
items as they go through production in
order to track information about how,
where and when an item has been hanAn unsuspecting Vision Czar gets his wrist
watch lifted amid a crowd of well-wishers.

dled. The ability to track unique items
using vision enables greater customization in manufacturing and can help to

Ensuring Manufacturing Quality
Manufacturers use machine vision
to inspect products as they are being
made

to

ensure

that

automation

equipment is functioning properly. Is
the safety seal present on the bottle? Is
the print on the label legible? Instead
of having people inspect a random
sample of products at the end of the
line, machine vision can inspect 100%
of products…even at high production
speeds…and ensure that no defective
items ever make it out of the factory
and into the hands of consumers.
Reducing Manufacturing Costs
Vision systems can detect when an
automated process has started to drift
out of tolerance and then automati-

Helping the Environment

dramatically reduce costs in the

by Reducing Waste

event of a product recall.

Everyone today is concerned with saving the planet...using machine vision
is one of the most effective ways for
companies to “go green” in their manufacturing processes, while at the same
time saving money. (If only it were so
easy to reduce waste and inefficiency
in Congress!) Imagine a machine that
makes paper at speeds of up to sixty
miles an hour—a mile of paper every
minute. A small, undetected tear in the
paper can cause the web to rip during
production. In just one minute a mile
of paper is strewn all over the plant and
will have to be scrapped. Surface In-

“Using machine
cally alert factory personnel or other
equipment to take corrective action. vision is one of the
Manufacturing equipment can then most effective ways
be adjusted before mistakes are made, for companies to
eliminating both scrap and the need
'go green' in their
for costly rework or downtime on
manufacturing
the production line.
processes.”

A Leader in Vision
Clearly, there are many benefits to be
gained by a greater use of machine vision, both here and abroad.
Now let me tell you why I chose Cognex Corporation and its CEO, Doctor
Robert J. Shillman, to oversee vision
for America. As the world leader in
machine
suited

vision,

for

the

Cognex
job

of

is

best

providing

machine vision products

to

help

companies…not just in our country,
but around the world…improve their
quality

and

reduce

their

manufacturing costs. Cognex products
have a well-earned reputation as
the most reliable, cost-effective and
easiest to use in the industry.

Since

1981

when

the

company

was founded, Cognex has been the
technology

leader

in

the

machine

vision industry…and Cognex engineers
around

the

world

work hard

to

maintain the company’s reputation for
technical excellence. The 281 patents that

2
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have been granted to Cognex for ma-

moved its North American Distribu-

Surface Inspection Systems Division.

chine vision technology provide proof

tion center from Georgia to its corpo-

In October of 2009, Cognex purchased

of their creativity. Their innovations

rate headquarters in Massachusetts.

Monitoring Technology Corporation’s

have not only made Cognex vision sys-

Cognex also reduced certain executive

SmartAdvisor™ web monitoring prod-

tems more capable, but they have also

salaries, decreased the company con-

uct line (a product used in paper man-

made Cognex products easy to set up

tribution to employee 401(k) plans,

ufacturing that is complementary to

and to use.

and implemented mandatory shut-

Cognex’s existing SmartView® surface

down days for its employees.

inspection system) which strengthens

Cognex prides itself on having a
strong

corporate
culture
that
in
every
creativity
encourages
department, especially in product
design. With nearly three decades of
experience applying machine vision in

The bottom line is that Cognex finished 2009 with $175.7 million in rev-

the company’s offering in the paper
industry.

enue, a decrease of 28% compared to

And, although the world has not yet

the revenue reported in 2008, and it re-

emerged from the recession, Cognex

corded a loss of $4.9 million ($0.12 per

has already begun to see the rewards

a large variety of factory settings, share) for the year…a loss that would

of its efforts: Orders have been increas-

Cognex

has

both

the

products have been much greater if Cognex had

ing sequentially every quarter starting

and the expertise to help companies been slower to take action.

with the second quarter of 2009, and

achieve the results they are looking for:

These cuts were painful…but they

in the fourth quarter of 2009 orders

higher production quality at lower

did not stop the company from

increased year-on-year for the first

manufacturing costs.

continuing to invest in...and to make

time since the beginning of the global

And, as a financially stable company progress in...strategic areas that are
with no debt, Cognex has the clout to likely to position the company for

economic downturn, and that increase

investment
R&D future growth. This
necessary to advance the technology so included continued development of
that its products will be able to solve key products and new technology, as

in Q4!

continue

investing

in

the

well as the acquisition of a new

even more problems in the future.
Bold

and

Management product line for the company’s

Decisive

enabled the company to report a profit

A Winning Team
The number of highly-educated, creative, productive and self-motivated

Tough times provide the best test of
management’s skill. Starting in the fall
of 2008 and throughout most of 2009,
virtually every company was put to the
test by rapidly declining revenues. For
an organization to survive in times of
adversity, it must be willing to take bold
and decisive action…even if that action
is difficult, and that is what Cognex
did.
In

November

reduced

of

expenses

2008

by

Cognex

approximately

$6 million (on an annualized basis).
Unfortunately, as the recession deepened those cuts proved to be insufficient, and

in

2009

Cognex

cut

expenses by another $15 million (on an
annualized basis). As a result of these
actions, Cognex eliminated a total of

closed its ofﬁces in Dr. Shillman checks his notes before his
Kuoppio, Finland and Duluth, Georgia, and first address as Vision Czar.

150 positions,
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candidates for employment worldwide

they have played an instrumental role

being tendered. Cognex management

is limited, and Cognex prides itself on

in Cognex’s success through the

received many, many notes of apprecia-

its ability to attract and retain more than

years. Unfortunately, however, due to

tion from its work force, and I want to

its fair share of them. Every Cognoid is

a number of factors in recent years

add my own thanks to Doctor Shillman

carefully chosen, trained and motivated

having nothing to do with the efforts

for implementing Cognex’s very own

to work hard and to work smart for the

of Cognex employees, officers or

economic stimulus package which put

continued success of Cognex. And it is

directors,

recent

some cash in the pockets of its hard-

because of them that Cognex has be-

precipitous

in

the

working employees during these diffi-

the

vast

such

as

the

downturn

come the world’s largest and most suc-

worldwide

cessful machine vision company.

majority of Cognex’s outstanding

Although the offering did cost the

stock options…more than 99% of

company a lot of money, $9.16 million

them…were “underwater” (meaning

to be exact, it is important to note that

Management fully recognizes that

economy,

cult economic times.

the tender offer did not result in any
material

incremental

on

expenses

Cognex's P&L. In addition, the tender
offer had the benefit of reducing the
company’s outstanding stock options
by 4.9 million shares, or 43%.
Vision for Success
So far I’ve been talking in detail about
the benefits of machine vision....but
companies also need plenty of the other kind of vision to succeed. By this I
mean that

they need both the

ability to look into the future to see
where opportunities lie and the power
to lead their organization in that
direction.
Cognex

has

been

focusing

on

opportunities for growing its business
both by targeting new and potentially

Russian Prime Minister Vladimir Putin gave lukewarm support to Obama’s
choice for Vision Czar. “We have had plenty of czars in Russia…it is not
such a big thing.”

stock

option

exercise

large markets for its existing products,
and

by

developing

new

vision

technologies and products to increase its

in order to stay #1 in the vision indus-

the

price

try, Cognex must invest a significant

exceeded the market price of Cognex

amount of time and energy to find ways

stock). As a result, these options were

to continue to motivate its employees.

not providing either the incentive or

This effort is the most important in-

the retention value that was originally

undertaken recently to increase the

vestment that management can make.

intended.

use of its products worldwide:

Until recently, the company has

To rectify this situation Cognex’s

relied on the power of stock options

Board of Directors decided to

to recruit, retain and motivate the

purchase, for cash, all stock options

best employees. Since the company’s

that were significantly

founding in 1981, stock options have

That

always been a core element of Cog-

December 15th; the vast majority of

nex’s compensation philosophy, and

Cognoids participated, with 95% of

program was completed on

the eligible options
4

underwater.

lead over the competition and to expand
the market for machine vision.
Here are some of the strategic
initiatives

that

Cognex

has

Partnering with Mitsubishi
Japan is one of the largest markets for
factory automation in the world, and,
therefore, you would think that Cognex should have a large presence in the
factory automation market in Japan.
Unfortunately, that has not been the
Cognex Annual Report 2009

“The number of highly
educated, creative,
productive and selfmotivated candidates
for employment worldwide is limited, and
Cognex prides itself
on its ability to attract
and retain more than
its fair share of them.”

subishi has gained a strong vision

mation about the production of each

partner to serve its customers, and

item to reduce errors in manufacturing

Cognex has gained direct access to an

and handling, and to track the item

extensive new channel for selling Cog-

throughout the supply chain.

nex products to factories throughout

Today many best-in-class manufac-

Japan. Since announcing this partner-

turing companies are implementing

ship, Cognex has qualified, trained and

traceability or track-and-trace programs

signed eighteen of Mitsubishi’s largest

using image based ID readers such as

distributors, and bookings from this

Cognex DataMan® in order to improve

channel are already meeting the com-

their own efficiency or to meet regula-

pany’s expectations.

tory requirements.

case because there are two very large
and well-know local automation companies in Japan that happen to also
sell machine vision. Although Cognex

believes that the machine vision products
offered by these competitors
are

not

as capable

products,

as Cognex

both

companies

of

have

these
extensive

distribution networks, and, as a
direct

result,

they

each

have

a

significantly larger share of their
domestic market than does Cognex.
But, Cognex is not settling for the
status quo. In August of 2008 Cognex
entered a strategic partnership with
Mitsubishi Electric Corporation. Mitsubishi is the largest supplier of automation products in Japan, and, coinci-

Mistakenly concerned about the impact a Vision Czar would have on their business, a group of angry optometrists protests President Obama’s decision.

dentally, it is a direct competitor of the two
Japanese automation companies that

ID and Traceability

Cognex competes with in the machine

ID readers are specialized machine vi-

for Cognex as more and more manu-

vision market. Working closely with

sion sensors that are used to read codes

facturers invest in track-and-trace proj-

Mitsubishi, Cognex launched a new

off of a wide variety of different items

ects. In 2009, Cognex won a number

vision system

at various stages during their manufac-

of projects in industries including mail

called In-Sight EZ in the first quarter of

ture. These codes can be either one-

fulfillment, solar cell manufacturing,

2009. In-Sight EZ is designed to integrate

dimensional codes (often called bar-

pharmaceutical

version of its In-Sight

®

ID has been a fast-growing business

manufacturing

and

factory

codes) or the newer two-dimensional

medical device manufacturing. The

automation products, and Cognex is

codes that contain more information

company expects that this segment of

currently working with Mitsubishi and its

to enable unique item traceability.

seamlessly

with

Mitsubishi’s

distributors to promote this product to
factory automation customers throughout
Japan.
As a result of this partnership, MitCognex Annual Report 2009

The process of automatically reading

its business will continue to grow at a
very rapid pace in the future.

these codes allows companies to track
useful infor5

“Ladies and gentlemen, our moment in
history is a moment
that calls for vision.”
Vertical Markets
Cognex is also focused on expanding
the use of general machine vision by
targeting key vertical markets where
the company believes there will be a
growing demand for vision in the long
term. Two of these markets are solar
energy production and pharmaceuticals; manufacturers in both of these industries are currently increasing their
investments in machine vision.
Solar cell panels are made from sili-

A possible threat from the anti-automation lobby is phoned in during
Dr. Shillman’s meeting with the White House press corps.

con, and manufacturers in this industry
are now adopting many of the automa-

wide range of devices to improve their

successfully adapt to changes in the

tion processes used in the semiconduc-

speed and performance in vision ap-

machine vision market and to find

tor industry to manufacture silicon wa-

plications. Cognex plans to use VSoC

opportunities to expand its business in

fers, including the use of machine vision

technology first to enhance the per-

new applications, new industries and

for identification, alignment, handling,

formance of its own products, and it

new regions around the world. And I

inspection and sortation.

may also make specialized vision chips

am confident Cognex will continue to

In the pharmaceutical industry,

available for purchase by third parties.

do so, because of its dedicated team

traceability and safety issues are key

The company is on target to launch its

of Cognoids who are passionate about

drivers for using machine vision. In

first product featuring VSoC technol-

machine vision and who are commit-

particular, there’s a strong need for in-

ogy in the second half of 2010.

ted to keeping the company on a path

spection and traceability throughout
the pharmaceutical supply chain to
combat counterfeiting and diversions
as well as to comply with the new GS1
standards for traceability which many
countries will be requiring for pharmaceutical manufacturers.

In Conclusion
Sensors of all kinds are becoming increasingly important in many areas of
our lives. Cognex remains committed
to expanding the use of its machine
vision sensors and systems in order
to enable all Americans…and people

New Technology

everywhere…to raise their standard of

For the past several years, Cognex has

living by giving them the opportunity

been working on a new technology

to purchase high-quality products at

known as VSoC™ (Vision System on

the lowest-possible prices…all made

a Chip). VSoC technology will make

possible because of factory automa-

it possible to build customized CMOS

tion, of which machine vision is a key

sensors and co-processors that are opti-

element.

mized for machine vision applications.

As Cognex enters its thirtieth year in

These customized devices or “vision

business, it continues to operate with

chips” can then be integrated into a

energy and entrepreneurial spirit, to

6

of growth and profitability.
Ladies and gentlemen, our moment
in history is a moment that calls for vision. I ask you all to join me in supporting the efforts of Cognex, and our new
Vision Czar, Doctor Shillman, in his
efforts to bring more vision…and
better vision…to wherever it is needed
in America and the world.
Thank you, God
bless you, and may
God bless the United
States of America!

Barack H. Obama
President of the United States
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10 Questions. The new Vision Czar thinks the

world would be a better place with more machine vision.
Dr. Bob Shillman will now take your questions.

years ago...I had the
foresight to see the potential
for machine vision, and I
founded Cognex to develop
the technology and bring
products to market. That
company is now the world
leader and offers a wide
range of products from lowcost vision sensors and ID
readers to large surface
inspection systems.

What is your platform
as Vision Czar?

My platform is to
encourage more
companies to benefit
from the advantages of
machine vision. Machine vision can reduce
errors in manufacturing,
and it also drives down
manufacturing costs by
reducing waste and
scrap. Higher production
quality and lower manufacturing cost…who
doesn’t like that?

What are the key elements
of your strategic plan for
expanding the use of
machine vision in
America...and the world?

Are you going to have to
give up the corporate jet
now that you work for the
government?

I am absolutely not going
to give up the corporate jet
because Cognex never had
one! And we don’t believe
in other expensive executive perks, either.
You claim that you can
improve reading scores in
America…isn’t that a job
for an Education Czar?

Cognex already has improved reading scores…
not just in America, but
around the world. Cognex
ID readers offer unmatched
performance for reading
codes such as bar codes
and 2D Data Matrix codes
that are used to track items
during manufacturing and
throughout the entire distribution or supply chain.
These readers not only

Cognex Annual Report 2009

read better….they can read
faster too.
As a graduate of M.I.T.,
do you keep up with the
football team?

No, but I do follow the
nano-robotics team. It’s
a very small team, by
the way.
Could a Cognex vision
system have caught the
gate crashers who got into
a White House state dinner
without an invitation?

That is a question you will
have to address with the
new Party Invitation Czar.

What are the perks of
being Vision Czar?

Free eye exams and unlimited saline solution.
Has Cognex ever accepted
a government bailout?

I’ve never been out on bail
myself, and I don’t anticipate that Cognex will ever

need bail either.
Are you a tweeter
or a blogger?

It's a very simple plan.
As the economy improves,
please will increase their consumption of products. And,
that increased consumption
can only be filled by
increasing production, which
itself can only be achieved by
increased use of automation.
And, increased reliance on
automation can often be
achieved by increase use of
machine vision systems!
Video at
investor.cognex.com

To watch
an interview

with Bob Shillman go to
http://investor.cognex.com

Actually, I’m an Aries.
What makes you qualified
for this position?

My own vision is 20/20!
Way back in 1981...30
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Briefing

Numbers
2009 Results

Global Presence

Business

Culture

Revenue

Countries worldwide
where Cognex has
an office or a distributor

stock Price on 12/31/09

Sum of money Cognoids
are Granted to donate to
charity in recognition
of their 25th anniversary
with Cognex

$175.7 million
Net Income

($4.9 million)
Revenue
by Geography

First year on
Nasdaq stock market

32

Europe 34%
Asia 12%

Revenue
by Market Segment

$25,000
Cognex worldwide
employees (as of 12/31/09)

3
400

Japan 20%

1989
stock splits since 1989

System integrator and
distributors that
are selling Cognex vision

Americas 34%

$17.71

Additional Feet on the street
ADDED IN JAPAN THROUGH
MITSUBISHI PARTNERSHIP

850

Shares outstanding
as of 12/31/09

39,665,514
Cash & Investment
Balance as of 12/31/09

$202 Million

729
employees by geography
as of 12/31/09

dividends Paid to
Shareholders since 2003

TecHNOlOgy
Cognex issued patents
worldwide as of 12/31/09

Factory Automation 70%
Surface Inspection 21%

281

94

million

SEMI 9%
Consecutive Quarterly
Dividends paid

History

26

Year Cognex was founded

1981
Vision systems
shipped Since 1981

>500,000

2009 Revenue Invested in R&D

18%
Codes per second that
can be Read by Cognex
Dataman ID Readers

>$2.5 billion
8

Europe 25%

Japan 12%

Asia 7%

Company Achievements
marked by Champagne
bottles displayed on
Cognex Wall of Fame

Cash used to buy back
Cognex stock

$292 Million
Acquisitions completed

12
Cumulative revenue
since 1981

Americas 56%

39
Pinball Games in
Cognex Game Room

45
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