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For the past four decades, the position of the manufacturing industry has
been on a downwards trend globally, resulting in deindustrialization
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Ratio of manufacturing and service industries in GDP " [1971-2012, % of world GDP]
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Industry employment has sharply decreased in developed countries
— China has created 70 Millions jobs, USA destroyed 5 Millions jobs
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Industria

profit is growing in developing countries, while it has

significantly dropped in many develuped countries

Evolution of EBIT between 2000 and 2014 [Indusiry ¥, EUR Bn]
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As a result, ROCE is swinging across countries - Except for
Germany and the US, industrial ROCE decreased in most countries

Positioning of main industrial countries on profitability iso-curve [2000-2014]

Profit [ERIT / value added]
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The downward spiral of deindustrialization has set in the most
advanced countries
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3 Lower investment returns 4 Reduced investments

Deindustrialization

é ® Declining assets in
industry

2 Shrinking size @ Loss of know-how
of business and talent

) Reduced competitiveness
In prices, etc.
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37%2| Digitalst &= 20|10 YL,
A Z0tQ Digitalat It A ItD US

Media &...
Retail
High Tech
Healthcare...
Travel, Trans...
Telecom
Financial...
Automotive...

Consumer...

Source : “The case for digital reinvention”, McKinsey Quarterly, February 2017
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+ On - Demand 7 IH* 25 1} Sharing Economy

« Mass Customization........

Data Driven Decision Making Society
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« On-Demand
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B =0/ Smart Service HIZ20 =& S ...
(Product as a Service)

€ Smart Service
v'Personalized one
(under the condition of mass production)
v'using Big Data & Al
v'created on demand at Real Time

vin digital ecosystems across different industries
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5. System of System

Weather Forecasts Weather
= EEIR 4, Product System
Connected : 4
2. Smart Product Weather
Product Data
1.Product
Planters
-~
? /\
Farm _ Farm
Equipmer* ; ; Equipment
System ] : System
™ @ \\/
il [T
Combine
Harvesters Irrigation

System

Irrigation
Node Sensors

Source: M. E. Porter and J. E. Heppelmann, "How Smart, Connected Products Are Transforming Competition” HBR 2014. 11
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