>
accenture

Minchner Kreis

Smart Services
Digital Opportunities and Threats
for Manufacturing Industries

Frank Riemensperger
Chairman of the Holding Board
Accenture Germany

November 24th, 2016 — Munchen

Strategy | Consulting | Digital | Technology | Operations

High performa



Pervasiveness of Connected Technologies
creates Context mid-2000s.
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acatech “Digital Thought Leadership created in Germany”
Industrie 4.0 and Smart Service Welt

imacatech




The results reached politicians and influenced policies
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> Technology competition Smart Service Welt (50 Mill. / Federal Ministry for Economic Affairs and Energy)

> Smart Services became part of the federal government’s Digital Agenda, its Hightech Strategy and the
coalition agreement

Source: 2016 Acatech



German Lead Industries are in a pole position in terms of
Digitalization of their Product Portfolio

3,1

Mechanical Automotive Logistics Energy Chemicals Medical

Pharma
engineering equipment
Top 3 Germany Germany Germany USA USA Netherlands Switzerland
Countries Switzerland Sweden UK 0]¢ Saudi Arabia Switzerland France
USA USA USA Sweden India Japan UK

Digital competitiveness of G2000 companies by Industry (n=227);

Ratings: 1 = highly digitised, 2 = digitised to some extent,3 = digitised , 4 = not digitised; based on Accenture G2000 company rankings and
Accenture’s Digital Index.

Source: Accenture 2015
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Analysis of Patents Development
In German/Europe, US, China and Japan

Smart Products
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show that IP is not
secured like in other
regions

Source: Accenture analysis of data from DWPI from Thomson Innovation (© Thomson Reuters 2015),



The “Smart Product”
Is at the core of the change.
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The fature of Smavt Products
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The combination of “Smart Products,
Services and New Experiences” can
disruptive business models.
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Helmut Schiitt,

“~  Daimler AG
ProSTEP iVIP Symposium
20.4.2016, Stuttgart




Source: 2016 Siemens Analysts Briefing

SIEMENS

26 high-speedtrains
at Renfe Spanish Rail
Company (Madrid-
Barcelona-Malaga)

Performance contract
with availability
guarantee

Passengers are
reimbursed for delays
>15 mins

On-time rate of 99.9%

60% passengers
switched from aircraft
to train




The Industrial Platform-Economy will drive new levels of
Speed and Agility. Smart Connected Products are a Reality

Roche Blood monitor — Tesla —
“stay in touch, even when your child is out of reach” “the car that fixes itself*

GoldCorp -
“tracks location of workers and assets
in real-time”




The Industrial Platform-Economy will drive new levels of
Speed and Agility. Vertical Industrial Platforms are a Reality

~ | An A380 Airbus grounded awaiting
— maintenance or replacement parts costs an
i1 airline ~$1.25M per day

Bosch Home Connect —
“Comfort for your Home.
Intelligence of the Silicon Valley.”




The Industrial Platform-Economy will drive new levels of
Speed and Agility. Digital Ecosystems in Farming are a Reality

Sensors and Remote John Deere demonstrates its AutoTrac™ guidance, Integrated Electronic
which allows the tractors to self-steer and follow

Sensing pre-programmed routes. Communications

High Precision | Automated steering
POSltlonlng Systems https://iww.washingtonpost.com/news/the-switch/wp/2015/06/22/google- Systems

didnt-lead-the-self-driving-vehicle-revolution-john-deere-did/

Source: CEMA



Focus Silicon Valley Focus of German Industry

EVERYONE'S

PRIVATE DRIVER™




Digital Strategy: Sharpen your business strategy to seize the value of
»omart Products, Services and New Experiences*

Google’s The “Smart Product” will become a

Product o combination of product features, services and

with a new
experience

+

Selffdrivi'ng car
new experiences.

* What are the new product service
enhancements?

* What are the new hyper-personalized
experiences that redine your product?

New Experiences

Product * What is your platform strategy? Platform
" : provider or ecosystem member?
260

s DriveNow

Product Product as-a-
Service/Outcome

- New Services -+

* What is the data strategy in the new?

What is your target business model?




Ovganize for two “Cultures”
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Rotation to the “New” — A practical guide

1 Digital Culture &
Roadmap




Roadmap

Multiple S-Curves must be managed in parallel

Leverage the Core:
- Extend lifetime of the legacy products
- Cost take out

Digitalize Engineering, Manufacturing &

Service

- Incremental innovation

- Exploit potential of the “Smart Connected
Products”

Create New Business Models & Revenue

Streams

- Transform product architecture into a
container for software

- Smart Products & Services & New
Experiences

- As-a-Service consumption and outcome
based business model

Business
Outcomes

A

Create New Business Models &
Revenue Streams

Digitalize Engineering,
Manufacturing & Service

Leverage the Core

Wise pivot
Transform
Products
EmmB .
Smart Services:

Retrofit New Services & New Experiences
Legacy?

-—

Smart connected Products

Legacy Products, Engineering &
Manufacturing

» Time




What does it
take to be a
Digital leader?
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Space to explore the Future

Experience the New — Workshop and Werkstatt
Co-create Innovation — In days instead of weeks and months
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Rotation to the “New” — A practical guide

1

Digital Culture

2

Productivity



30+ vertical 10T offerings. Many focused on efficiency

Connected Fleet

: Connected Transit Systems

Connected Insurance

Connected Buildings

Connected Cities

Use Case Categories

Connected Mine

Connected Asset Mgmt

Connected Worker

Precision Agriculture

Use Case Categories

Wellness & Prevention

Connected Pharma

Intelligent Health Enterprise

Use Case Categories

loT Payment & Data
Security

Blockchain &
Cryptocurrency

Connected Contextual
Commerce

Copyright © 2016 Accenture All rights reserved.
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6 HANDS-ON INDUSTRIAL BUILDING BLOCKS
AT THE HEART OF THE lloT CoE EXPERIENCE

Software simulation of a production line with
VIRTUAL COMMISSIONING real control system
DIGITAL FACTORY Miniature production line with industrial-grade
control system

loT cloud-based analytics with integrated miniature
production line

INDUSTRIAL ANALYTICS

CONNECTED DEVICES

Track and analyze device activity at shop-floor level

T i B2 1) -2

CONNECTED INDUSTRIAL WORKER

Wearable technology in complex manufacturing

b
!(I
;€

Connected assets are monitored and controlled
via loT gateways

CONNECTED ASSET MANAGEMENT

=
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Prototype — Prototype — Prototype

Back

Map Task.so Chat

Cafitesse NG 110/120

=

OVERVIEW MAINTENANCE
Equipment is at the ¢

Cappuccino

There is 1 task for this machine

L1

SUPPLIES

REPORTS

% SeeIndoor Map

REGQUEST REFILLING

Rose Roberts (Super) @

Status

REQUEST MAINTENANCE

Solution up
and running in
less than 4
weeks



The Future of ERP

Industry
solutions

Application The company data sits in the
enablement ERP systems.

platform ERP Cloud Platform

Architect your future Enterprise
Device for the Internet of Things Architecture to optimize real-time

management

platform access and availability of your
data.

Connectivity 31 party device cloud

Intelligent .




Rotation to the “New” — A practical guide

1

’7

Digital Culture

Analytics & Al

2

Productivity









Artificial
Intelligence

Computer

systems able to
perform tasks
normally
requiring human
Intelligence
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The “Connected Worker* drives future Productivity

Human and Machine become colleagues

Existing New

INDUSTRIAL ROBOT‘.S » BASIC COLLABORATIVE ROBOTS

' Rapid ROI 5
e ‘ Footprint ‘ Consuming Footprint
.- l 1 p— ~— Ll . \
Y ~ P - |
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Al IS DISRUPTING WORK AND THE WORKFORCE

How work is organized
Digital breaks us free from traditional, rigidly defined jobs and the organization of
work

What work is performed
Digital enriches and radically augments work

Who performs the work
Digital democratizes the workforce

Why, when, and where people work
Digital employees ask for a new talent value proposition

How work is led and managed
Digital leaders orchestrate networks, encourage experimentation, and integrate
diverse talent




People First!
German Industry will not go Digital without the Workers




Your road to loT — A practical guide

1

’7

Digital Culture

Analytics & Al

2

07

Productivity

Customer
Experience



viv AL HRED
Power and productivity
for a better world™ " l. l'




The Platform Economy is all about
New Experiences




When Wearable Tech Saves Your Life

MC10 Inc. “Biostamps*”
mcio

reshaping electronics

Philips Watch is a medical device




Who will win the B-to-B ,,Platform War* ?

Create your platform
ecosystem.

Examples
- HERE
- Mindsphere
- Monsanto
-  AMADEUS

- Teamplay

Copyright © 2016 Accenture All rights reserved. 40



Digital ecosystems evolve
around digital platforms

Smart Services are
created in digital
ecosystems

Competition between
companies is replaced by

competition between
dynamic digital
ecosystems

German HQs must win
the Platform Ecosystem
race

ENTERPRISE TYPE

PLATFORM BY ENTERPRISE TYPE

STRUCTURE

Asset Heavy

Asset Light

SOURCE: Authors

FIGURE 9

Hierarchal
Organization +

Platform
ecosystem

Physical Assets*

EXAMPLES

ce

Platform

Companies

Daimler

Johnson Controls
GE

Samsung

Google
Uber
Airbnb
Priceline

Moovel
Panopix
Predix
Tizen

App store
App store
MI app store

Google Play
Uber app
Airbnb app
Booking.com

J

* Includes HQ, other rooftops, retail outlets, manufacturing plants, service shops, etc.




The Industrial Platform & Ecosystem race has started a while ago

PLATFORM COMPANIES BY REGION

N. America - 64 .

Asia

Europe

Africa &
L. America

Grand Total

0 100 200 S27 $3T S4T 40M 80M

NUMBER OF PLATFORMS COMPANY MARKET CAP EMPLOYEES, FY

SOURCE: Global Platform Survey,




New Technologies drive further transformation
of value chains

New Technologies (almost) production ready

5G Networks: 3D Printing: Blockchain:

Unbundle Unbundle Unbundle
Operations Control Manufacturing  Banks and many others
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