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INDUSTRIAL SOFTWARE IS DEFINED BASED
ON NINE FUNCTIONAL MARKETS OF THE
IDC GLOBAL SOFTWARE TRACKER

PRODUCT DESIGN PRODUCTION DESIGN PRODUCTION . OPERATIONS

Planning Engineereng

1 Mechanical computer-aided 5 Production planning 7 Manufacturing 7 Manufacturing
design (CAD)

2 Mechanical computer-aided

8 Enterprise asset 8 Enterprise asset
engineering (CAE) management management

3 Other engineering (e.g., Civil)

6 Mechanical computer-aided manufacturing

4 Collaborative product data management (cPDM)

’iﬂ“g::f Source: IDC Worldwide Semi-Annual Software Tracker: an IDC InfoBrief Sponsored by aW%

https://www.idc.com/tracker/showproductinfo.jsp?prod_id=521
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METHODOLOGY OVERVIEW

INDUSTRIAL CUSTOMER INDEPENDENT SOFTWARE VENDOR

Quantitative IDC study conducted in March/April 2018

Method: Sample: Industry breakdown:
Computer-assisted 30 industrial software ISVs that specifically Discrete manufacturing (54 respondents),
telephone interview (CATI) target the manufacturing industry process manufacturing (46 respondents)

100 end-user organizations,
Germany (50 respondents), U.S. (50 respondents)
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A LOOK INTO RESPONDENT
DEMOGRAPHICS

4 ...
@ END USERS iQh ISVs

COMPANY SIZE
20%

COMPANY SIZE
20%

5,000 or 100-249
u’ V 40%
210/ 5,000 or
° more  /
250-499
24% 18% 37%
1,000-4,999 500-999 1.000-4,999
TYPE OF JOB ROLE LEVEL OF SENIORITY
2%
Other
13% .
IT manager *\| 37% 20/0
W IT director Director

33%
VP/head of
business unit

Senior 33%
architect Manager
34%

Computer and
information management
systems management

7%

Management
information
systems director
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MARKET SHARES OF TOP 4 ISVs
COVERED IN THE STUDY:

79%

MECHANICAL CAD APPLICATIONS

76%

MECHANICAL CAE APPLICATIONS

49%

COLLABORATIVE PRODUCT DATA
MANAGEMENT APPLICATIONS

44%

MECHANICAL CAM APPLICATIONS

an IDC InfoBrief sponsored by dws
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QUALITY CONTROL, CAE, AND MES
APPLICATIONS ARE CURRENTLY MOST
WIDELY ADOPTED IN THE CLOUD

Q. APPLICATIONS THAT ARE MOVING OR CONSIDERED TO BE MOVING TO THE PUBLIC CLOUD (SUM OF ADOPTION AND FUTURE
INVESTMENTS)?

®
f) END USERS

Quality control and tolerance analysis 49%
Mechanical computer-aided engineering
Manufacturing execution systems
Shop floor control (DCS and SCADA)
Material and capacity requirements planning
Logistics
Have or considering now @
Collaborative product data management
2-year adoption plan
Mechanical computer-aided manufacturing
Enterprise asset management
Manufacturing process simulation
Supply chain planning
Production scheduling
Other engineering
Mechanical computer-aided design
Demand planning and forecasting
0% 20% 40% 60% 80% 100%
IDC e an IDC InfoBrief sponsored by aws




60% OF END USERS PREFER CLOUD OVER
ON-PREMISE — MES AND LOGISTICS ARE
STARTING TO MOVE TOWARD THE SAAS MODEL

®
n END USERS Cloud-based service (SaaS) @ Lift-and-shift to the cloud On-premise

Manufacturing execution systems (MES) 12% 36%
Logistics 1% 33%

Enterprise asset management
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0% 34%
Demand planning and forecasting 8% 44%

Supply chain planning 8% 44%

Collaborative product data management 8% 39%

Quiality control and tolerance analysis 7% 45%

Mechanical computer-aided design 7% 46%

Other engineering 5% 36%

Shop floor control (DCS and SCADA) 5% 40%

Mechanical computer-aided manufacturing 5% 44%

Mechanical computer-aided engineering 4% 45%

Material and capacity requirements planning (MRP) 3% 42%
Manufacturing process simulation (digital manufacturing) 42%

Production scheduling 33%

20% 40% 60% 80% 100%
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ISVs REPORT THAT MOST OF THEIR
CUSTOMERS ALREADY PROCURE
CLOUD-BASED SOLUTIONS

Q1. WHAT PROPORTION OF YOUR Q2. IN TWO YEARS' TIME, WHAT DO Q3. WHAT PROPORTION OF
CURRENT CUSTOMERS PROCURE YOU EXPECT THAT PERCENTAGE YOUR SOFTWARE REVENUES
YOUR MANUFACTURING BUSINESS PROFILE TO LOOK LIKE? COMES FROM ...
APPLICATIONS AS:

On-premise Lift-and-shift to the cloud @ Cloud-based service (SaaS)

@ THE RESEARCH ALSO SHOWS THAT ISVs DO NOT ANTICIPATE ANY REAL CHANGE
IN THE WAY THEIR SOFTWARE IS DEPLOYED OVER THE NEXT 2 YEARS.

e Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, an IDC InfoBrief sponsored by
April 2018
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INDUSTRIAL SOFTWARE

CUSTOMERS CARE ABOUT CLOUD
RELIABILITY AND FUNCTIONALITY

Q. HOW SIGNIFICANT ARE THE FOLLOWING

Q. HOW SIGNIFICANT FOR YOUR ORGANIZATION ARE THE
FOLLOWING SELECTION CRITERIA FOR CLOUD
BUSINESS APPLICATIONS?

°
f) END USERS

Quality and reliability
Overall functionalities
Data security 61%
Support to internal IT department
Global reach and local ,
presence/knowledge
Industry domain expertise
Compliance with regulations
about data/storage (e.g., GDPR) “
Business innovation support
Portability of applications/workloads o
(including custom code) — no lock-in
Availability of the latest version
of the software “
ISV's financial stability

o
x

20%  40% 60%  80%

% of respondents ranking the item as important or very important
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SELECTION CRITERIA.

Data security

Compliance with regulations
about data/storage (e.g., GDPR)

Industry domain expertise

Portability of applications/workloads
(including custom code) — no lock-in

Support to internal IT department

Global reach and local
presence/knowledge

Business innovation support

Availability of the latest version
of the software

ISV's financial stability
Quality and reliability

Overall functionalities

0% 20% 40% 60%  80%

% of respondents ranking the item as important or very important

HE Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, April 2018
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CLOUD'S TRUE VALUE IS ABOUT ENABLING
BUSINESS TO STAY COMPETITIVE AND TO
BETTER ENGAGE USERS

Q. CONSIDERING THE SOFTWARE APPLICATIONS YOU CURRENTLY USE IN THE CLOUD, WHAT ARE THE ACTUAL BENEFITS YOU
ACHIEVED FOR YOUR IT ORGANIZATION SO FAR?

Catch up with competitors 57%
Users becoming more engaged with IT 559%

Restructure the software cost from capital to revenue
55%
Achieved benefit
Disaster recovery/easier backup of application
52% % of respondents ranking
the item as important or

Easy integration with other business applications very important

51%
Always able to access the latest version of the software

50%
End users being able to buy directly from the software vendor

O,
Increase security 50%
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Reduce energy costs related to datacenters 44%

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

fb.“%;f Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, an IDC InfoBrief Sponsored by aWS
April 2018
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THE ACHIEVED BENEFITS FOR END USERS ARE
APPLICATION ACCESS, FOSTERED
COLLABORATION, AND INCREASED UTILIZATION

Q. CONSIDERING THE SOFTWARE APPLICATIONS YOU CURRENTLY USE IN THE CLOUD, WHAT ARE THE ACTUAL BENEFITS YOU
ACHIEVED FOR YOUR BUSINESS SO FAR?

]
f) END USERS

Improved access to the applications 55%

Fostered collaboration 55%

Achieved benefit

R o o
More utilization of applications 55% % of respondents ranking

the item as important or
very important

More rapid onboarding of third 55%
parties/partners/newly acquired organizations

Better use of employee time due to functionalities 53%
available in mobility and remote locations

Shift from opex instead of capex for SaaS 50%
0% 25% 50% 75% 100%

fUN%;EE Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, an IDC InfoBrief sponsored by aWS
April 2018
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ISVs WORRY THAT END-USER REJECTION IS A
STUMBLING BLOCK FOR ADOPTION

The reality is customer decision makers are on board with
industrial software in the cloud

Q. HOW SIGNIFICANT ARE THE FOLLOWING BARRIERS IN Q. TO WHAT EXTENT DO THE FOLLOWING CUSTOMER
PROCURING IT APPLICATIONS ON THE CLOUD? CONCERNS HAMPER YOUR ABILITY TO SELL YOUR
APPLICATIONS AS LIFT-AND-SHIFT OR SAAS ON THE CLOUD?

3 0.0
n END USERS |ﬂ| ISVs
ROI not demonstrable or just too Insufficient buy-in from
long to achieve . decision makers .
Fear of vendor lock-in End-user reject
i (3% ROl not demonstrable or just too .
0Oy Oy
Opex model not suitable 43% long to achieve 53%
Privacy, regulatory, i
or compliance 42% Opex model not suitable 50%
Security concerns Security concerns
End-user reject Fear of vendor lock-in
Policy issues (e.g., cloud provider Privacy, regulatory,
is our competitor) . or compliance .
Insufficient buy-in from Policy issues (e.g., cloud provider =
decision makers is a competitor)
0% 15% 30% 45% 60% 0% 15% 30% 45% 60%
% of respondents ranking % of respondents ranking
the item as important or the item as important or
very important very important
ANpLYZE Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, IDC InfoBrief db aWS
e an nfoBrief sponsored by >
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PRIVACY AND REGULATORY ISSUES
REMAIN MAJOR CHALLENGES FOR ISVs

Q. HOW SIGNIFICANT ARE THE FOLLOWING BARRIERS IN DELIVERING YOUR APPLICATIONS AS LIFT-AND-SHIFT OR SAAS ON THE
CLOUD?

Privacy and regulatory issues PASYS

Security 63%

Cloud revenue model not suitable 60%

Cloud delivery model too expensive to operate 50%
Lack of technical skills 50%

Application design and functionality not suitable for cloud 46%

Lack of sales skills 46%

Lack of reliable technology partner 43%

Compliance with SLA 43%

Hard to integrate with existing value proposition 36%
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% of respondents ranking the item as important or very important 0% 25% 50% 75% 100%
ID( : EUN%EEE Source: IDC Industrial Software User and ISV Survey Sponsored by AWS, an IDC InfoBrief Sponsored by aWS7
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ESSENTIAL GUIDANCE

The end-user market is
ready for cloud-based
industrial solutions now.
This is a call to action for
ISVs to invest in cloud as a
way to support their

customers.
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End users aren't as worried
about security as ISVs think

they are. The focus should

be on ensuring the delivery

of quality and functionality.

The key cloud benefits go
well beyond IT costing
because cloud enables the
business to be more

competitive overall.
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