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Miks..."

Digital is the main
reason just over half of
the companies on the
Fortune 500 have

disappeared since the
year 2000

Pierre Nanterme
CEO of Accenture




An existential challenge for the
whole economy

Competitors from the v
Internet and ICT Hedietfeation .
o indust hi a threatens the existence
25/0 industry push in our 34/0

market. of our company.

We have problems to \‘

cope with the ()
digitalization. 19 %

Competitors in our industry,
who set on digitization o,
early, are ahead of us. 48 %

Which statements are applicable in connection
with the digitization of your business? 1L
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TITI Aastal 2020 on Eesti heaolu allikaks IKT nutikas
-| kasutamine majanduselus ja uhiskonnakorralduses

Kaivitame IKT strateegia 2030 loomise
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Digitaliseerime Arendame
Eesti majanduse e-Riiki ning

ning oleme IKT-d
ekspordime tundev
neid oskusi seadusandluse

valvekoer
POHISUUNAD

Kasvatame
haritud IKT
t60joudu ning
suuname
teadus-arenduse
IKT ariga
koostoole

Suuname
digimajanduse
ning e-Riigi
vaarilise
digitaalse
taristu arengut

VOIMALDAJAD

Tagame ITL'i ja IKT sektori haale mdjukuse

labi tulemuskeskse organisatsiooni
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Four wave of convergence?

e
/\ Smart Anything
IT+ (Manufacturing,
ﬁ\ Content Building, Energy,
/—\ Consumer Mobility, Logistics,
% Government, Health ...)

Electronics
Telco
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Eestl positsioon digitechnoloogiate

Ireland
Denmark
Sweden
Belgium
Finland
Netherlands
Germany
Lithuania
Portugal
Austria
Slovenia
Czech Republic
Malta

Spain

United Kingdom
European Union (28 countries)
Croatia

Cyprus

France
Slovakia

italy
Luxembourg
Estonia
Bulgaria
Greece

Poland
Hungary
Latvia
Romania

Digital Transformation Scoreboard
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Denmark
Sweden
Belgium
Netherlands
Ireland
Finland
Germany
France
Austria
Luxembourg
United Kingdom

European Union (28 countries)

Malta
Slovenia
Croatia
Hungary
Cyprus
Spain
Estonia
Bulgaria
Slovakia
Czech Republic
Latvia
Italy
Greece
Lithuania
Portugal
Poland
Romania

Source: Digitol Transformation Scoreboard 2017
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Eesti suurimad kitsaskohad

Digital
Infrastructure
100
Integration of 80 Investments
Digital 60 and access to
Technology 40 finance
Changes in ICT Supply and
Start-ups demand of
environment digital skills

Entrepreneurial

Giliirs e-Leadership

Note: Based on the average of the latest imputed values. Where no data
available, the EU average was used.
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PwC aastal 2014

Digitized products and service
generate 110 billion EUR of additional
revenue / year for the European
iIndustry

By 2020 European industrial
companies will invest 140 billion EUR
annually in Industry 4.0 applications

In 5 years, more than 80% of
companies will have digitized their
value chain

18% increase of efficiency within 5
years
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Kliendid

Tellitava partii suurused jarjest
vahenevad

Erinevate toodete arv jarjest suureneb

Kliendid ootavad jarjest [Uhemaid
tarnetahtaegu

Kliendid ootavad 99% tarnekindlust

Kliendid el soovi hoida enda juures
vaheladusid

Klientide surve hindu alandada ei vahene




UUTE TEHNOLOOGIATE RAKENDAMINE
TOOSTUSES TANA JA TULEVIKUS

Exhibit 1: Adoption of Industry 4.0, by Sector

Respondents were asked: "How would you classify the current level
of digitization and integration [in operations, supply chain, and related
activities] in your company? What levels are you expecting in the next
five years?”

g
g

IN FIVE YEARS

. 45% Electronics * 77%
‘ 32% Aerospace and Defense * 76%
. 35% Industrial Manufacturing ‘ 76%
Wy 32% Chemicals a 75%
‘ 38% Forest Products, Paper. Pkg. ’ 72%
- 28% Transportation and Logistics Q 71%
. 30% Engineering and Construction Q 69%
. 41% Automotive ; 65%
. 31% Metals ) 62%

Source: “Industry 4.0: Building the Digital Enterprise.” PwC



EXHIBIT 1 | Industries Are at Different Stages in the Adoption
of Digital Technology

Impact of digitization
Y

MEDIA
Fully digitized players, such as Amazon and Netflix,
own the market, with online stores and services.

RETAIL
Online retailers are gaining market share, especially in
segments like electronics.

ELECOM, ONSURANCE AND BANKING

Digital has been a major focus in all three industries, with both

customerfacing initi (such as online offerings/stores) and
k-office improvements.

CONSUMER PACKAGED GOODS
No major digital disruptions have occurred yet; most initiatives have
been in supply chain management and product development.

AUTOMOTIVE
Optimization has mainly occurred in supply chain management and
customer-facing ventures such as websites.

< | LOGISTICS
R Few disruptive players are present; some d| optimization, such as route
- opumlzanon in parce! delivery, has occu but there is little digital
- activity in shipping.
HEALTH CARE

Digitization is just nning, with a few examples of front-office and
R&D-focused |Jmuagemves. .

ENERGY
.0 Use of digital is extremely limited and occurs primanily in internal operations.

Point on digitization journey
<> Several major < Disruptive moves (by pure online Effect of digitization is still
disruptions have players, for examg“) have affected unknown, and disruptive
occurred these industries, but the final changes remain to be seen;
outcome is still to be determined these industries are very similar
in their overall level of
digitization
Source: BCG analysis.

Erinevate
toostusarude
digitaliseerimine
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Toostus 3.0 vs. Toostus 4.0

_ Toé6stus 3.0 Toé6stus 4.0

Toode

Tootmisprotsess

Inimene

Seadmed

Arimudel

Info liikumine

Madalama lisandvaartusega lihtsad ja
passiivsed tooted (toode)

Passiivsed, omavahel seostamata ja
tootajate pidevat kohalolu ndudvad
plaanipdhised protsessid

Tootajad teevad lihtsat t66d

Erinevad tarkvara- ja seadmete
susteemid ei Uhildu, visuaal ja
loogikad on erinevad

Jaigad ja standardiseeritud
ariprotsessid ning vaartusahelad, mis
on suunatud masstootmisele

Andmed on, kuid ei kasutata

Kdérgema lisandvaartusega intelligentsed
tooted (toode+teenus)

Autonoomsed, terviklikud td6vooga,
enesekontrolliga tootmiskomponendid ja
—protsessid

Tootajad teevad targemat ja kdrgemat
lisandvaartust loovat t66d

Taielik Ghilduvus, seostatus ning
|abipaistev andmete ja info liikkumine

Véime paindlikult ariprotsesse
kohandada ja muuta ning
personaliseerida

Kdigi andmete kasutamine kogu
vaartusahelas
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Uued
digitooted
ja -teenused

Suur-
andmed ja
anallls

Toodete
jateenuste
digitali-
seerimine

TAIENDAV
TULU

Isiklikud
tooted

Suurem

lisand-
vaartus

Kasud ?

Kliendi-

Reaal- pohine
ajas paindlik
kvaliteed- tootmine Reaal-
kontroll aas
protsesside
jatoote
jalgimine

Vaiksemad
logistika-
kulud KULUDE

ALANDAMINE,
TOOTLIKKUSE

KASV

Ennetav
hooldus

TOOSTUS
4.0

Terviklik
reaal-
ajas
planeeri-
mine

Lihem tsikli-

aeg, varude
taaskasutus

Protsesside

digitali- Digitaalne
seerimine ja arendus,
automat. simud ja
litreaalsus
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Product Volume

per Variant

Source: Wolfgang Dorst

Motivation — the
Individualisation of the markets

Mass Production

Mass Production
Configured Options

Complexity

Customized Mass
Production

Globalization

Personalization
1850

>

Product Divers'ity I I



Top goals: Better processes and
capacity utilisation

What goals are you pursuing with the use of industry 4.0 applications in your company?*

improved processes | <o
P e et T
customer requirements 50%
Lower personnel costs _ 69%
Better planning of maintenance windows _ 17%
Entwicklung neuer bzw. Verénderung _ 14%
Development of new or modification to... o
Address new customer groups _ 13%
More flexible organisation of work - 12%
Extension of the product range - 6%

0% 20% 40% 60% 80% 100%



Business models

About what is spoken

= Production planning and resource management as a Service
= Compressed Air as a Service

= Robot as a Service

/ What is not spoken, or what we don't know yet

liL



Strategy Is primarily development
Internally

How did your company develop the strategy for Industrie 4.0?

With its own employees (e.g. production 1%
Manager or Chief Digital Officer) 91%
With the help of external consultants (e.g.
management consulting or Chamber of _ 39%
Commerce)
In cooperation with medium-sized or large IT
companies 28%
In cooperation with competitors - 11%
In cooperation with scientific institutions - 8%

In cooperation with Start-ups . 6%

0% 20% 40% 60% 80% 100%
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Where to start?

Standing on the shoulders of giants? Innovation by start-ups?

Internally?

2
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Lighthouse projects — not powerpoint
will unlock your transformation value?

= Lighthouse projects simply focus on implementation, fast
delivery and creating a positive culture for digital
transformation. A lighthouse project is a

— short-term,
— well defined,
— measurable project that serves as a model — or a wh S

“‘lighthouse” for other similar projects within the broader
digital transformation initiative.

= Show, Don'’t Tell via a Lighthouse Project

= Lighthouse Projects, Not PowerPoints, Will Unlock Your
Transformation Value T



Digitalisation requires mastering six
fields of action

@ Customer

= Customer Experience Management
« Customer Insights

» Multi/fOmni Channel Management
» Hybrid Customer Interaction

Value Proposition

« Smart Products

« Smart Services

« Individualization

« Digital Ecosystems

Operations

*Integrated IT

« Flexible Operations

« Digital Supply Network
- Digital Manufacturing

®

Data

* Data Integration

+ Data Analytics

« Data Ownership & Privacy
+ Data Security

Organization

« Organizational Agility

* Workplace of the Future
+ Digital Skill Set

» Digital Mindset

Transformation Management

« Digital Strategy

* Transformation Leadership
» Change Management

« Digital Value Assurance

organization

- c
Digital Value Assurance 5

Customer Insights

Change Management Multi’Omni Channel Management
4
Transformation Leadership Hybrid Customer Interaction
Digital Strategy $Smart Products

Digital Mindset Smart Services

Digital Skill Set Individualization

Workplace of the Future Digital Ecosystems

Organizational Agllity Integrated IT

Flexible Operations
Digital Supply Network
Digital Manufacturing
Data integration -=

—8—Cument value —8—Target status
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Management tips for digital
transformation

No customer benefits? No Action! Assure that there is a
customer-centric use case for your digital initiatives

Wherever you are in the supply chain, focus on the end-user

Focus on people (i.e., users and employees), not on
technology

Smartify your products and extend them by services

“All digital” will seldom be the winning model; it is about smart
digital-physical fusion

Destroy your business model, before others do
Being digital is much more than having an app; it is back-end

to front-end
1L



Management tips for digital
transformation

Utilize the collective intelligence of your staff, and then
augment it by the wisdom of your customers and partners

Start with a lighthouse Project

Digital transformation is about creativity and implementation;
technology is not the limiting factor

Tidy up your room before playing outside — smooth
processes, data, and infrastructure are must-haves

Do not turn everything upside down, digital transformation
requires a managed evolution

Continuously reassess your digital transformation with an eye

on the moving target
1L
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