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Industry 4.0: Building
the digital enterprise

Key findings from 2016 Global Industry
4.0 Survey — Finland’s perspective
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Industry 4.0 creates the digital enterprise comprising of
digitised and integrated processes, products & business
models
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In a biggest of its kind study, over 2,000 companies in 26

countries participated in PwC’s 2016 Global Industry 4.0
survey

2016 Global Industry 4.0 Survey April 2016
PwC 3



| .. :
Our global survey represented participants across nine
major industrial sectors

Industry split

Forest Paper/ Aerospace/
Packaging Defence

Metals h Industrial
Manufacturing

4%
8%
Other
8%
Automotive
Engineering &
Construction
9%
Transport &
Logistics 10%
Electronics
Chemicals
2016 Global Industry 4.0 Survey April 2016

PwC 4



The survey covered a representative cut of Finnish
industrial companies

Survey of 54 industrial companies with headquarters in Finland by TNS Emnid

Survey period: November through December 2015

Primary sectors represented: industrial manufacturing, engineering &
construction, metals, electronics, chemicals and transportation & logistics

The size of respondent companies represent the standard distribution of different
industrial companies in Finland
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| Key findings of the survey
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' From talk to action

Industry 4.0 is no longer a ‘future trend’ — for
many Finnish companies it is now at the heart of

their strategic and research agenda.



Digitisation within industrials is beyond the hype
— companies both in Finland and globally expect major
advancements in digitisation during the next 5 years

The level of digitisation today The level of digitisation in 5 years
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In Finland there are less companies aiming to become
digital leaders during the next 5 years than among the
global peers

Share of respondents rating themselves
digital leaders across different areas

Customer access, sales channels & marketing
Product development and engineering
Digital business models, product and service portfolio

Horizontal value chain integration

i

Vertical value chain integration
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Percentage [%)] of respondents
rating themselves digital leaders (= very advanced)
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' Digitisation enables guantum leaps
INn operational performance

Our survey respondents anticipate significant gains from
the implementation of Industry 4.0 initiatives in terms of
cost reductions, efficiency gains and additional revenues.



Finnish companies have higher expectations for additional
revenue from digital products and services than their global
peer group

Additionalrevenue  Additional annual revenue through digital

from digital Het
e o6 of revenye products and services in 5 years
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The expectations of Finnish companies for efficiency gains
are significant but more modest than within the global peer
group

Expected efficiency gains during next 5 years through digitisation

Efficlency gains (e.g. higher asset utilisation, better product quality)

as a % of revenue

g
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22% of Finnish companies expect more than 30% cost

reductions over the next 5 years through digitisation, Asia
Pacific companies have highest ambitions

Global
Finland

Share of respondents expecting more than
30% cost reduction through digitisation
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' Deepening digital relationships with
more empowered customers

Industry 4.0 will greatly enrich the opportunities to retain
and grow the customer relationship but it will also make the

fight for the customer more intense.



Finnish industrial companies aim for advanced levels in
customer relationship management, however few
companies aim to become leaders

% of respondents Level of digitisation within customer access, channels and marketing
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Focus on people and culture to drive
transformation

Our survey respondents say that their biggest
Implementation challenge isn’t the right technology, it's a
lack of digital culture and skills in their organisation.



Finnish decision makers identify lack of digital culture and
unclear economic benefits as predominant inhibitors

Global
top 5

Lack of digital culture and training
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Note: Up to three mentions possible; figures in percent
Question: Where are the biggest challenges or inhibitors for building digital operations capabilities in your company?
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'Data analytics and digital trust are
the foundation of Industry 4.0

Companies are placing major significance to data analytics
during the next five years.



Finnish companies see the significance of data analytics to

rise substantially over the next 5 years

Significance of data analytics in

Finland today
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Finnish companies put more emphasis on the optimisation
of products and services whereas globally there is more
emphasis on business planning and efficiency gains

Use of Big Data analytics in 5 years

Optimisation of overall business planning and controlling

Better manufacturing / operations planning

Improvement of customer relationship and customer intelligence along
the product life cycle

More efficient asset utilisation or operational efficiency
Development of new or optimisation of existing products/ services
Increase of sales revenue

Optimisation of transport and logistics cost / efficiency

Improved product or process quality

Efficient maintenance / service of own assets or customer products

Better cooperation and decision making with partner companies

Others ™
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mGLOBAL = FINLAND hores o ondents:
2016 Global Industry 4.0 Survey April 2016

PwC 20



In Finland companies are less concerned about the loss of
intellectual property and operational disruption than their
global peer group

. . . Share of respondents;
Major concerns in data secu rity figures in %.
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o

Operational disruption due to cybersecurity breaches
(hacking)
Unauthorised data extraction or data modification within
company-internal data flow

Liability risks through data loss

Damage to company reputation and loss of trust due to
data loss

Misuse of data during exchange of information with
partners

Loss of intellectual property

Violation of regulations and laws on data security or
data privacy

Endangerment of operators or users

m FINLAND mGLOBAL
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' Robust, enterprise-wide data analytics
capabilities require significant change

Considering that data analytics is the core capability of
Industry 4.0, Finnish companies need to do significant

changes to build their capabilities.



Maturity of data analytics capabilities in Finnish companies
are quite well aligned with global averages

Maturity of Data Analytics

outsourced to external partners

poor

medium

advanced

10 20 30 40 50 60

o

mEGLOBAL ®FINLAND Share of respondents;
figures in %.

2016 Global Industry 4.0 Survey April 2016
PwC 23



| . : :
However Finnish industrial companies outsource more of
their data analytics and have less often dedicated data
analytics departments

Finland Global
There is a dedicated department
, ' I | for data analysis data processing 9 % 14%
ﬁ serving many functions across the
company
l Data analytics is embedded within 0 O
! ! I specific functions such as sales, 33 /0 35 A)
'_IE | '_IE product development, operations,
etc.
>
@ . i .
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external service providers
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”Do it yourself” is the key trend in data analytics also in
Finland going forward — partners also to augment skills

Focus in developing data analytics capabilities in the future

Increase skill levels/technology in-house
Partnerships or co-operations with technology providers
Partnerships or co-operations with skill or training provider

Acquisition of teams or data analysis companies

none of the above

10 20 30 40 50 60 70 80

m GLOBAL ®FINLAND Share of re_spond_ents;
figures in %.

o
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' Industry 4.0 Is accelerating
globalisation but with a distinctively

regional fashion

While all regions are pressing hard on the Industry 4.0
accelerator, companies in the Asia Pacific region are making
strongest efforts to benefit from digitisation.
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Finland has modest expectations to achieve efficiency gains
— many Asia Pacific and European countries have higher
ambitions

% of respondents expecting more than 20% cumulative efficiency gains (e.g. asset utilisation,
improved quality) over next five years from digitisation
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Finland also has modest ambitions to lower costs by
leveraging digital solutions

% of respondents expecting more than 20% cumulative lowered costs over next five years
from digitisation
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Finnish companies are putting focus to increase revenues
through new digital services and business models

% of respondents expecting more than 20% cumulative additional revenue benefits
from digitisation over next five years
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' Big investments with big impact:
I’s time to commit

Companies across the globe are investing approximately 5%
of their revenues annually to digital operations solutions.
Catching up is getting increasingly difficult.
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The average Industry 4.0 investment levels in Finland are in
alignment with global levels, however there are less prime
movers in Finland with high investment expectations

Investments to digital operations
solutions during last two years

High (>10 % revenue) '

Medium (2-10 % revenue) -
Low (0-1 % revenue) r
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Digital capability investments
during next 5 years
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' Blueprint for digital success

We have defined six practical steps your company needs to
take to lead tomorrow’s competitive digital landscape
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To move forward with Industry 4.0. we recommend focusing
on six key areas

Map out your Industry
4.0 strategy

Create initial
pilot projects

Actively plan an
ecosystem approach

Blueprint
for digital
success

Define the capabilities
you need

Transform into a
digital enterprise

Become a virtuoso
in data analytics
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| The blueprint for success builds on step-by-step approach

Map out your
Industry 4.0
strategy

Create initial pilot
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IV virtuoso in data
analytics

Transform into a

Vo X
digital enterprise

Actively plan your

VI ecosystem-
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2016 Global Industry 4.0 Survey
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Companies should start by evaluating their maturity level, prioritising some aspects of digitisation which will
bring the most value to their business, and define clear goals. Testing out strategies and building in IT and
data security will help make sure that investments bring real value.

Secure funding — even in an unclear business environment; build the case for change; get experience in
cross-functional working; establish proof of concept to demonstrate business value. Get the buy-in from the
organisation and secure funding for a large roll-out. Compensate for missing standards by pragmatic
approaches.

In order to make smart IT and technology decisions, to adjust core processes and to build strong
technology partnerships, defining needed capabilities provides a good starting point to create a roadmap for
future.

A clear definition of strategy is important here, as are some basics around making sure you are gathering
the right data and using in the right ways. Technical tools and organisational structures are equally
important. And here too, we recommend thinking big — but starting small with ‘proof of concept’ projects

With the race to implement Industry 4.0 intensifying, clear leadership and vision from the C-suite and
important stakeholders will be critical. But many companies are worried that they lack a clear digital
operations vision and are not getting that C-suite support. Capturing the full potential of Industry 4.0 entails
requires company-wide transformation with technology, people, culture, process at the top of the agenda.

Develop complete product and services solutions for your customers’ ecosystem. Either build a complete
offering internally or utilise partnerships

April 2016
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Would you like to get more information?

Industry 4.0 key contacts in Finland

Antti Niku

Senior Manager, Industry 4.0 / Digital Operations
+358 (0)20 787 7512

Antti.niku@fi.pwc.com

Kimmo Nieminen
Partner, Consulting Lead

+358 (0)20 787 7504
Kimmo.nieminen@fi.pwc.com

PwC helps companies to improve their efficiency, promote growth and to report reliably. With
over 830 professionals across Finland at your service, we are committed to delivering quality in
consulting, deals, tax, legal, audit and other assurance services. Our goal is to create
sustainable growth. To find out more, please contact us or visit our home page: www.pwc.fi.

We are a network of firms in 157 countries with more than 208,000 people. The name PwC
refers to the PwC network and/or one or more of its member firms, each of which is a separate
legal entity. Please see www.pwc.com/structure for further details.

© 2016 PricewaterhouseCoopers. All rights reserved.
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