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Despite the clear benefits of digital PLM, loT (Internet of Things) and the cloud,

some German companies are letting the digital revolution pass them by. The 2018
CorporatelLeaders and PTC Digital Transformation Survey findings suggest that German
manufacturing could soon lag behind globally if it fails to keep up with digital trends.

Digital PLM offers less engineering hours per product, more efficiency, faster
turnaround, reductions in cost, increased yield, drives down warranty costs, and allows
engineers more time to innovate. These benefits are well known amongst German
companies. The top benefits cited by the German respondents were improve new
product introduction throughput (47%), meet changing customer expectations (41%),
followed by increase design re-use and faster time to market (both cited by 29% of
respondents).

Operational efficiency is already high within
German manufacturing. However, customer
expectations and new product design are
clearly changing and demanding a digital
model.

Interestingly, while improved operational efficiency came top in the global survey,
cited by 40% of all respondents, it is only picked by 18% of German respondents. This
suggests that operational efficiency is already high within German manufacturing.
However, customer expectations and new product design are clearly changing and
demanding a digital model. Digitalization was cited by the vast majority of German
respondents (74%) as being the top strategic digital trend in the next three years.

3 DIGITAL TRANSFORMATION SURVEY




However, despite the new market opportunities offered by a common digital product
platform, German firms remain tied to traditional processes. When asked what stage
their organization is at in adopting a digital model for PLM, over a quarter (27%)

said they had no plans at all - this is five percent higher than the global survey. A
significant minority of 7% were also looking far out, with plans to do so in 3-5 years — by
which time the benefits may have already accrued amongst their competition. More
reassuringly, over half (54%) had either completed their move to digital PLM or were
planning to complete within the next 12 months.

R Top benefits of adopting a digital model - Germany
Select top 3

A
\®/

Improve new product introduction throughput I 7%
Meet changing customer expectations I 4%

29%

29%

Faster time to market

Increase design re-use
Reduce product development costs N 4%
Introduce new revenue streams S 24%
Improve product quality [ IRNRNREMEE 5%
Improve operational efficiency NN 8%

Reduce product costs NN  10%

Reduce cost of poor quality I 129%

Increase first passyield NG 1%

Reduce regulation compliance costs N 2%
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loT offers both market-facing and internal benefits. The top two benefits cited by
German survey respondents — gain competitive advantage (53%) and create new
business models (47%) — are the same as the global survey. However, the third and
fourth most cited benefits differ, with stimulate innovation (40%, compared to 26%
globally) and enable agility and responsiveness (33%, compared to 29% globally)
—suggesting that sustained innovation and outpacing the market is of utmost
importance to the German manufacturing mindset.

German firms are not moving fast enough
to realise the benefits of loT.

Unsurprisingly, when asked how important loT is for their organization’s products and
services, nearly half (47%) said either very or extremely important. Only 13% chose
not important at all. It’s hard, then, to square this with the 27% of respondents to the
guestion ‘at what stage is your organization in integrating loT functionality into your
products?’ who admitted to having no plans. This suggests there are senior figures
within German organisations who recognise the importance of loT to the future of
their business, yet have no formal strategic plans for adoption in place. Another 34%
only plan to do so in 2-5 years time. These findings suggest that German firms are not
moving fast enough to realise the benefits of loT.
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The biggest barriers to enabling loT initiatives, however, are clear — there is a distinct
skills shortage, with 67% citing a lack of internal knowledge and skills (far higher than
the global survey average of 38%). There is also a problem of creaking legacy systems,
cited by 40%. Cost, however, is less of a barrier for German firms, cited by only 20% as a
barrier, compared to 36% in the global survey. Within Germany, outdated systems and
skills are getting in the way of the loT revolution more than the availability of capital.

Benefits of adopting loT - Germany
R
\®/ Select top 3

Gain competitive advantage I 53%
Create new business models NI 47%
Stimulateinnovation I 40%
Enable agility and responsiveness N 3%
Increaserevenue I 2/%
Meet changing customer expectations NI 7%
Improve quality I 27%
Remove inefficiency NG 0%
Reducetimetomarket — N 3%
Reducecosts NN 3%
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Cloud: Too Slow to Move

The theme of being too slow, and being held back by legacy systems and skills, is
perhaps most stark when it comes to moving to the cloud. Again, the benefits are

well known: scalability (67%), easier deployment (60%) and faster implementation
speed (40%) appear in the top five, as they do globally. However, a worrying 40% of
German respondents have no plans to move applications or infrastructure to the cloud,
compared to 27% globally. And only 34% have already done so or will do so within the
next 12 months, compared to 47% globally.

A worrying 40% of German
respondents have no plans to move
applications or infrastructure to the
cloud, compared to 27% globally.
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The reasons for this reticence, however, are made clear in the answer to the question,
‘What are the biggest barriers for moving to the cloud?’ Here, 8 out of every 10 German
respondents cited security (80%), and almost 7in 10 (67%) chose data security — both
far higher than the global average of 60% and 47% respectively.

Goals for moving to the cloud - Germany
Select top 3

Scalability — I 6%
Easierdeployment I 60%
Pay-as-you go subscriptionmodel I 47%
Fasterimplementation (speed) N /0%
Automaticupdates N 27%
Efficiency in total lifecycle costs NG 0%
Real-time visibility ~— [N 20%
Companywide data tracking [ 7%
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Conclusion: Germany is Taking its Time

Despite their clear concern with competitive advantage, shifting customer
expectations, and the need for agility, German respondents convey a clear lack of
speed when it comes to adopting digital platforms that will realise those benefits.

The 2018 CorporateLeaders and PTC Digital Transformation Survey finds companies
moving towards digital processes to discover new business opportunities through
digital PLM, loT and the cloud. However, the move in Germany is slow compared to the
global average.
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Want to Know More?

Find out more about how digital engineering is transforming businesses by geography.

Choose a detailed report from:

Northern Europe France

About the Survey

CorporateLeaders and PTC surveyed 128 executives in product development,
engineering, production, corporate management, IT and marketing between April and
May 2018.

The survey is international in scope, with respondents from Europe, North America,
the Middle East and Asia. Most respondents come from industrial sectors, including
manufacturing (23%), automotive (13%), healthcare and pharmaceuticals (9%),
aerospace and defense (9%) and energy (8%). Over a third of companies (39%)
surveyed are €1 billion-plus revenue businesses, 19% have revenues between
€200m and €1b, 14% between €50m and €200m, and the second largest cohort
of respondents, at 28%, are emerging businesses with revenues below €50m. The
majority of respondent are senior within their organization, with 24% at director or
C-suite level, 34% at manager level, and 11% are specialist industry consultants.
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https://www.ptc.com/en/products/plm/capabilities/digital-transformation-report/thank-you
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CorporateLeaders is an exclusive
independent network that inspires
business and leadership by providing a
trusted forum for executives to network,
exchange ideas, share lessons learned
and drive business forward in an ever-
changing environment.

We focus on providing exclusive
membership services, intimate and
content rich networking events, research,
content, leadership development and
advice on business transformation with
the executive needs and experiences at
its core.

For more information visit:
www.corporate-leaders.com
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Since 1985, PTC enables customers to
stay one step ahead of the competition
by combining strategic vision with
leading, field proven technology. PTC s
technology helps companies quickly
unlock the value now being created at
the convergence of the physical and
digital worlds through the IoT, AR, 3D
Printing, Digital Twin, and Industrie 4.0.
With PTC, global manufacturers and an
ecosystem of partners and developers
capitalize on the promise of physical
digital convergence to drive the future of
innovation.

For more information visit:
www.ptc.com
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