Jointly Released by

Ipsos BE o A%

CREARCH

HEwsR (B8 BRAE HFEFARERAR maR (TE) SEERAE

= }opyright © 2024 Digit Events Limited. All rights reserved.

.
| I.l el ﬂ_. mm i



Demand-Side Market Research Report on Manufacturing Digitalization in Yangtze River Delta in China

)
P\ 4

N\ W

Disclaimers

This research report (hereinafter referred to as the "Report®) was jointly written and completed by Digit Events Limited and Ipsos, and its copyright belongs to Digit
Events Limited. All content in the Report, including but not limited to text, charts, data, analyses, conclusions, etc., is protected by copyright law. Without the explicit
written permission of Digit Events Limited, no unit or individual is allowed to reproduce, disseminate, or utilize any part of this Report in any form or by any means
(including but not limited to copying, excerpting, recording, photographing, digitizing, online dissemination, etc.). Digit Events Limited reserves the right to pursue legal
action against any unauthorized use. If you wish to quote or republish any part of this Report, please be sure to indicate the source and Digit Events Limited to obtain
the necessary authorization. Digit Events Limited shall not be held responsible for any consequences arising from the use of this Report.

For further information or to contact Digit Events Limited, please use the following details:
Contact Person: Fancy Fang
Contact Number: 86-19901620390

Email Address: Fancy.Fang@digitevents.com
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Abbreviations and short forms

Abbreviations Full names in English Abbreviations Full names in English

AGV Automated Guided Vehicle ERP Enterprise Resource Planning
APS Advanced Planning and Scheduling HRM Human Resource Management
Al Artificial Intelligence loT Internet of Things
BI Business Intelligence IPC Industrial Personal Computer
BOM Bill of Material JIT Just In Time
c2Mm Customer to Manufactory MES Manufacturing Execution System
CAD Computer Aided Design OA Office Automation
CAE Computer Aided Engineering PDCA Plan-Do-Check-Act
CAGR Compound Annual Growth Rate PLC Programmable Logic Controller
CAM Computer Aided Manufacturing PLM Product Lifecycle Management
CMMM China Manufacturing Maturity Model QMS Quality Management System
: CRM Customer Relationship Management SCADA Supervisory Control and Data Acquisition
| DMS Distributor Management System SCM Supply Chain Management

EDI Electronic data interchange WMS Warehouse Management System
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Definition of Digitalization in Manufacturing Industry

From perspective of enterprise managers (demand side), manufacturing digitalization covers informatization and digitalization of the entire value chain management of
manufacturing enterprises (including R&D, supply chain, production, sales, after-sales and other segments), as well as the informatization and digitalization of the new,
renovated or upgraded core production and manufacturing modules in the manufacturing industry.

The purpose is to digitalize and scientifically analyze the upstream and downstream production factors and organizational collaboration relationships of enterprises through the
integrated application of intelligent devices, the Internet of Things, and system software, and to promote the optimization of enterprise value chain resources, upgrades enterprise
business models, and improves efficiency

NGESHE National standard development related parties Industry committees

regulation
System ~ . N . . Nl
solution _& Consultancy Evaluation agency Olf’lsa_&nufacturer Software supplier System solutlo{r;,%&pller

[N Y

_ Stand-alone equipment ’
LT R&D equipment Intelligent warehousing Industrial robots, intelligent CNC, Iﬁéiiig:\ggrfg;mf:; Office equipment
equipment quip and logistics 3D printing equipment, testing intearation quip

Enterprise equipment... gration..
digitalization

feE Manufacturing . .

SJUHl CAD CAE. CAM. PLM.. SCM, WMS.. management Data Integration CRM, DMS..

SCADA. BI, loT. SaasS...

software

MES, MOM. QMS, APS...

Middle and back-office operation management ERP, OA, HRM...

A A A
¢ ," Network . L}sm;”, f\,\'
Infrastructure Telecom Bberators infrastructure Sensor Chip Controller 'bEgVEr Cloud service Big data Al Industrial safety 4, o
PR service provider RS PR

4-© |Ipsos China | B2B,Research Institute x Digit Events. Copyright © 2024 Digit Events Limited. All rights reserved.



Demand-Side Market Research Report on Manufacturing Digitalization in Yangtze River Delta in China

DIGITALIZATIC

Classification for manufacturing industry

The industry classification used in this report is based on the "Classification and Codes of National Economic Industries” (GBT4754-2017), and is
classified and summarized according to industry characteristics

Agricultural : Processing of Chemical raw . )
orae Petrochemical IURMEARACA IR it T v et
Beverage food processing 9 and other fuels chemical product 9 p p
- -
: N Leather, fur, : N
Textile and Textile Clothing and apparel feathers and Machlnery General equipment Special equipment Electrical machinery and
clothin g 9 pp their products manufacturin g manufacturing manufacturing equipment manufacturing
O and footwear O\
L. /\wl
Household Wood processing Papermaking edugaut:Lur:le ?nc:stic Izgggiznd 8 Aerospace,
and daily and wood/bamboo Furniture and paper sports wnd me diag' N railway and Railway, ship, aerospace and other transportation vessel manufacturing
EESES rattan/brown/grass products entertainment reproduction vessel N
Pharmaceutical Other manufacturing Comprehensive utilization Metal products, machinery
industries of abandoned resources and equipment repair
utomobile utomobile manufacturing (including complete vehicles and components on-metallic mineral products . )
Aut bil A bil f lud | hicl d Mineral N I l orod Ferrous metal smelting
related and rolling processing
(Not within
AN the scope
I of report i
. Computer, communication, and other ) Nonferrous metal smelting .
Electronics electronic equipment manufacturing Instrument manufacturing research) and rolling processing Fabricated metal products

P o\
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Calculation model and data collection

This report mainly calculates the market size of related industries from the demand-side
of digitalization, to avoid the overlapping problems of the infrastructure layer, equipment
software layer, and integration solutions that may be encountered in supply-side research,
and is supplemented by primary/secondary information and verification

Market size for

The calculation of market size in this report is based on statistical data on operating income
in various industries, the current and future maturity levels of digitalization, as well as the
average annual digitalization investment of sample enterprises. It also takes into account of
the impact of different sizes of large, medium, and small enterprises in the industry on
industry growth rate and digitalization level

Routine
maintenance

The % of investment
X in digitalization +
to operating income

* *

By industry
and scale

Data source

The first-hand information is collected and organized through interviews with digitalization
experts in various industries, while the relevant data of the secondary information is
collected through the National Bureau of Statistics, annual reports and announcements of
listed companies, as well as industry association reports and data. The model also refers
to the national standard for the maturity of intelligent manufacturing (GB/T 39116-2020)
and the CMMM rating model

Market
size —

Operating

income

expehses

% of investment
costs at different
levels of maturity

% of maturity level X
for digitalization
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Market sizing methodology for calculation of manufacturing digitalization

Demonstration of calculation model

1. Based on the current industry revenue, the current and future level of
digitalization maturity, as well as the cost investment scale of each stage
of digitalization, calculate the market size by industry and region

Current

Accumulated expense

) ' . ) ) 2023 ]
Industr: Maturity Investment required tc maturit Targetin Targetin
Jagustry revenug level y reach this Ie?/el (%) (self-assesysed 2825 2830 (actual 2025 2030
; expense)
website) V-A'w
Level 1

Automotive 1,000 and below 0.2% 60% 9% 0% 1.2 0.18 0
Automotive 1,000 Level 2 11% 22% 41% 15% 24.2 45.1 16.5
Automotive 1,000 Level 3 14% 12% 37% 32% 16.8 51.8 44.8
Automotive 1,000 Level 4/5 19% 6% 13% 53% 11.4 24.7 100.7
53.6 121.8 162.0

Total
Base size for periods

68.2 40.2

2. Add routine maintenance costs for digitalization systems

2023 2025 2030
(actual expense) (accumulated (accumulated
expense) expense) J
53.6 121.8 162.0
Base output 68.2 40.2
Maintenance fee 5.4 12.2
Market size 735 52.4

3. Manufacturing digitalization market size growth adjustment

Market size with

maintenance 735 52.4
GDP adjustment 7.4 13.1
Final market size 80.9 65.5

vV
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Demand-Side Market Resec

Executive summary

Manufacturing is an important component of the real economy in China. After decades of struggle, China has become the only country in the world with all industrial categories
in the United Nations Industrial Classification, and its manufacturing scale ranks first in the world. Policy plans such as "China Manufacturing 2025" and "14th Five Year Plan"
for Intelligent Manufacturing Development propose to accelerate the digital transformation of China's manufacturing industry, and use multiple digital technologies such as big
data, cloud computing, artificial intelligence, and industrial Internet to upgrade and transform the design, research and development, production, warehousing and logistics,
and sales services of the manufacturing industry, so as to enhance the core competitiveness of China's manufacturing industry

This report consists of several parts, including the background and market outlook of digitalization in China's manufacturing industry, analysis of the market size of digitalization in key
manufacturing industries, and the digitalization market and policy promotion of manufacturing in key regions across the country and the Yangtze River Delta. The report also provides several
digitalization solutions for the manufacturing industry and case studies of digitalization practices in manufacturing enterprises, to help everyone understand the excellent practices and value
of digitalization in the manufacturing industry

We expect that the digitalization market of China's manufacturing industry will maintain rapid growth, with a CAGR of about 16% by 2030, and the market size will reach RMB 2.7 trillion by
2030. At the same time, we found that:

= In the process of digitalization, large domestic enterprises have scale advantages. Driven by advanced manufacturing, domestic equipment and software substitution, they lead
the digitalization of the overall manufacturing industry by integrating the supply chain system and building an industrial Internet platform

=  The number of SMEs is large, and their scale is rapidly growing. Although there are difficulties and pain points in the digitalization of SMEs, with the joint empowerment of the
industry chain, digitalization solution providers, and the government, the digitalization of SMEs will be further accelerated

= From a regional perspective, the Yangtze River Delta is economically active, with manufacturing dominated by SMEs and private enterprises. Under the leadership of industry
leaders and the endogenous demand for improved management of SMEs, the digitalization market for manufacturing in this region will grow at a rate higher than the national
average

L] The digitalization in Asia is developing in a stepped manner, with Japan, South Korea, and Singapore maintaining a leading advantage in digitalization. Southeast Asian
countries and India are accelerating the digital transformation of their manufacturing industries. At the same time, as Chinese enterprises go global and expand their overseas
production base layout, the Asian market will be an important market for excellent domestic manufacturing digital solution providers

This report provides case studies of six enterprises of different scales and stages of digitalization in six major industries, including electronics, machinery, automobile, pharmaceutical,
petrochemical, and Food & Beverage. It aims to comprehensively provide the excellent practices of digitalization in each typical manufacturing industry from the demand side and the impact
of digitalization on enterprise development

We hope that this report can help solution providers understand the latest trends in digitalization, further focus on product advantages in industries and regions, and combine industry
digitalization pain points and trends to create products with industry expertise and technological advantages, establish long-term trust with enterprises, and accompany them on the road of
digitalization. We also hope that the demand side of enterprises can grasp the common solutions and latest trends in digitalization through this report, understand the strategic planning and
project implementation experience and summary of other enterprises in digitalization, understand the different digitalization paths and backgrounds chosen by different enterprises, and combine
with the promotion policies related to digitalization in the manufacturing industry by local governments to assist enterprises in their digitalization planning and implementation
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The global manufacturing digitalization market is growing rapidly, with the U.S., Japan, and Germany maintaining
the top tier of intelligent manufacturing. China’s value-added in manufacturing ranks first in the world and needs

to accelerate its catch-up in global competition

Global manufacturing digitalization market size forecast
Unit: RMB trillion 2023-2030
CAGR 14.7%, 9.4

* According to the exchange rate
on April 1, 2024,

1 RMB=0.1383 USD 8.2
55 6.3
41 4.8 ’
: . l I
2023 2024 2025 2026 2027 2028 2029 2030

Global manufacturing value-added According to the

ranking International Yearbook
of Industrial Statistics
(2023), China is the
30.7% world's largest
manufacturing country,
0 ranking first in the
16.1% world for 14
6.0% 4.8% consecutive years and
B ° 3.1% building a solid global
manufacturing factory
China u.s. Japan Germany South Korea position

t,. publi
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Global manufacturing competitive landscape

The United States, Japan, and Germany maintain the top tier of intelligent
manufacturing

- e In 2013, Germany proposed the concept of “Industry 4.0”
® In 2016, the "Digital Strategy 2025" was released

In 2019, the German Industrial Strategy 2030 was released

® |n 2018, the U.S. released the "Advanced Manufacturing America
Leadership Strategy"

® In 2022, the National Advanced Manufacturing Strategy was
released

® |n 2015, Japan released the "New Robot Strategy”
. ® In 2017, the concept of "Internet Industry" was proposed
From 2018 to 2023, Japan release the annual 'Manufacturing
White Paper'

The global transformation and upgrading of the manufacturing industry,
represented by China, resonates with the policy direction of "revitalizing the
manufacturing industry” in developed countries in the United States and
Europe, resulting in a dynamic balance of rapid development in the world
pattern of intelligent manufacturing. The new generation of information
technologies such as big data, the Internet of Things, and cloud computing
provide necessary conditions for rapid breakthroughs in the manufacturing
industry



.
Yy

Demand-Side Market Research Report on Manufacturing Digitalization in Yangtze River Delta in China legzﬁ'zx}al';: | RESEAR

Under the active promotion of national policies, the competitive pressure of enterprises themselves, and the
overall digital upgrading of the industry chain, the market size of China’s manufacturing digitalization industry is
expected to continue to grow rapidly

Manufacturing digitalization market size forecast in China Drivers of China’s manufacturing digitalization

e In 2015, China proposed "China Manufacturing 2025" to
address the challenges of Industry 4.0 in Germany. The
2021 "14th Five Year Plan for the Development of Intelligent
Manufacturing" and other policy plans propose to accelerate
2,742 the digital transformation of the manufacturing industry and
enhance the core competitiveness of China's manufacturing
industry

Unit: RMB billion

2,307

® Chinese advanced manufacturing enterprises are facing
1,941 Large 2023-20 global market competition and urgently need to accelerate

1,637 enterprises CAGR 15 digitalization from the perspectives of product quality,

1.421 1144 delivery efficiency, and cost. SMEs_ need to inf[egrate into t_he

1247 ! 957 upstream and downstream enterprises of the industry chain

! for more efficient collaboration while promoting their

839 requirements for cost reduction, quality improvement, and

efficiency enhancement. They will also actively engage in

digitalization

796 SMEs C AZ?;'.ZRB-‘?(; The digitalization of manufacturi_ng enterpr@;es is also a
680 process of ecosystem construction. In addition to the digital

industry itself, it also needs to develop synchronously,
including digital infrastructure, intelligent devices and

2023 2024 2025 2026 2027 2028 2029 2030 software, and related consulting services. The localization of
core software and equipment will drive a new round of
growth after 2027

1,101

1,010

613

398 582

* Note: Large enterprises refer to enterprises with more than 1,000 employees and operating
income of more than RMB 400 million, while SME refer to enterprises with less than 1,000
employees or operating income of less than RMB 400 million

tistics, E
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Large enterprises with scale advantages lead the overall manufacturing digitalization. Through the supply chain
system, industrial internet platform and external consulting agencies, they jointly create mature solutions to
empower the entire industry

Global distribution of lighthouse factories by country Characteristics of digitalization in large enterprises

» ° Large enterprises, who compete with international advanced enterprises, started

" 8 o onD ber 14. 2023. the World earlier iq digitalizatiop, especi.ally information construction, and moving towards

e 35 o --.""':8 L n Lecember 24, pUISALACTs automation and Intelligentization
T 32 w, SV E Economic Forum (WEF) announced
O L b SN ‘ed he latest batch of "lighthouse factories" , - :
T 2 » RO R, o t_ € lates 9 ° Large enterprises usually promote digital strategies from top to bottom through
. o e 3 lisceddingaivilioizt S luhiionsc g group management; they have scale advantages, good financial and resource
e, factor!es and 4 "sustainable lighthoyse guarantees, relatively low trial and error costs, and the ability to iterate to
= factorlg > A”?°”9 2 2l new!y establish advantages continuously
established lighthouse factories, 12 are

o HedlE il The digitalization of large enterprises is widely present in various industries, and
~ ~ym s - there are successful benchmark cases in many industries, which have a guiding

role in various manufacturing industries
Industry distribution of Chinese lighthouse factories (62 locations) Large enterprises drive the digitalization of the entire industry
Large enterprises have become an important driving force for the overall digitalization
of the manufacturing industry through their impact on the industrial ecosystem:

° By creating a closed-loop business with suppliers, large enterprises can drive

23
17
s o SEEETbE A, e AE 616 the digitalization of upstream and downstream enterprises in the supply chain
! ! \t;il d%f ?r?jug?nhthénzuisneéarl]ci:rt]c;rles ol ° Professional industrial Internet platform has been formed through the
3 3 ' 9 accumulated experience in digitalization, such as Root Cloud from Sany Group,
1 1
I

to empower the upstream and downstream of the industry chain

Machinery Electronics Automobile Petrochemical Food & Mineral related Textile & Pharmaceutical
Beverage Clothing

By collaborating with external consulting firms, big enterprises create mature
solutions suitable for various industry application scenarios
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The mid-term growth of large enterprises is driven by both market competition and national industrial
policies; Technological development will also reduce the cost of digitalization

Manufacturing digitalization market size forecast in China The growth trend of digitalization in large
- Large enterprises enterprises in China

Unit: RMB billion ° Affected by the economic cycle, the competition

between domestic and foreign industries has
further intensified. Large enterprises need to
continue digitalization, reduce costs, increase

1,654 - . )
2023-20 -— - efficiency and improve quality, and enhance
CAGR 15 O market service levels in order to compete with
1,374 g advanced enterprises
1,144 o The national policy of encouraging key advanced

manufacturing industries and promoting the
replacement of domestic equipment will have a
significant impact on the digitalization of large

957
839
751 enterprises in 2-3 years, driving the related

613 673 market to grow at a rate of about 20% per year
from 2027 to 2030
The emerging big data and Al large model
technologies are likely to make substantial
breakthroughs and applications in recent years,
further reducing the threshold and cost of level 4

and above digital-related technologies, such as
2023 2024 2025 2026 2027 2028 2029 2030 in the fields of predictable maintenance and

intelligent decision-making. And these new

* Note: Large enterprises refer to enterprises with more than 1,000 employees and operating income teChnobg'es will be applied first in large
of more than RMB 400 million enterprises

tistics, E
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SMEs, with large number and growing scale, have challenges in digitalization, but will be driven and
empowered by industry chain, digitalization solution suppliers and the government

5,200

89.6
4,800 89.3 893 894

89.3
89.2
89.1 89.1
4,500 89 ggo9

89.2
89 89.1

2020 2021 2022 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb

Unit: 10,000

'IQK

Cost concerns
\ e SMEs have weak profitability and face rigid investments in capital, technology, and
< human resources
The trial and error cost of transformation is high, and whether enterprises can achieve
the expected benefits of digital investment has great uncertainty

Strategic determination

' ® Digitalization will involve business model innovation and business ecosystem
1 reconstruction. Management needs to have a clear understanding of the new model
* SMEs usually face more pressures, giving the low starting point, making it difficult to
allocate sufficient resources for digitalization

Organizational capability
N ° The level of importance attached by the top leader and whether scientific management
lh‘ is emphasized in the corporate culture
The shortage of digital talents in SMEs, whether the CTO/CIO investment is economic,
coupled with the investment of the IT team, the internal talent training system is time-
consuming and labor-intensive

Status quo of SMEs in China

e The scale of SMEs is rapidly growing. As of the end of 2022, the number of SMEs in China
has exceeded 52 million, an increase of 51% from the end of 2018

The development index of SMEs has slightly decreased compared to the previous period. As
of February 2024, the development index of SMEs was 89.1, which is lower than the same
period in 2023 and still below the critical value of prosperity of 100

¢ Production and operation are greatly influenced by external policies and industry environment
Small-scale enterprises with continuously rising production costs

The penetration of business management software (ERP, OA, Bl, etc.) and core business
process digitalization (MES) is low

Opportunities in digitalization of SMEs in China

The driving effect of industrial supply chain integration

Industrial Internet platform, digital transformation service providers, large enterprises
a and other parties promote business collaboration, resource integration and data

sharing of upstream and downstream enterprises in the industry chain, and drive

SMEs in the upstream of the industry chain to achieve "chain" transformation

Digitalization solution supply market
Digitalization suppliers are starting to promote mature technologies and solutions to

E SMEs, focusing on the pain points and difficulties of their transformation, and providing
"small, fast, light, and accurate" products and solutions, such as general business
management software Kingdee Cloud ERP. In industrial software, Siemens provides a
compact and lightweight industrial software suite for growing enterprises on its Xcelector
platform

Government policy support

The "Guidelines for Digital Transformation of SMEs" was issued by the General Office
of the Ministry of Industry and Information Technology in November 2022 aiming at local
supervisory departments at all levels, proposing requirements to support the
digitalization of SMEs and promote their high-quality development
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SMEs are facing dual pressures of market competition and supply chain integration in medium term.
With help of general industry solutions and favorable policies, they are accelerating in digitalization

Manufacturing digitalization market size forecast in China The growth trend of digitalization in SMEs

- SMEs
Unit: RMB billion
With the combination of the following factors, the
digital demand of SMEs will steadily increase, growing
1,088 at an annual rate of 15-18% over the next five years:
2023-2030 S \
CAGR 15. 932 0 ° The increasing impact of market competition on
2 SMEs, as well as the integration pressure of
796 industry supply chains, require SMEs to increase
the pace of digitalization and improve their
680 competitiveness
582
497 e The maturity and popularization of general digital
428 technologies and application scenarios in the
398 industry effectively reduce the threshold of
digitalization and improve the confidence of
SMEs in digitalization
The new generation of young inheritors and
management of some private enterprises have a
stronger concept and determination to promote
2023 2024 2025 2026 2027 2028 2029 2030 digitalization

* Note: SME refer to enterprises with less than 17,000 employees or operating income of less than RMB 400 million.

Source: National Statisti€s, Expert interview, Ipsos analysis
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The national standard of intelligent manufacturing maturity has become an indicator to measure the process of
manufacturing digitalization nationwide, and the maturity of SMEs is mostly at the first level. Most of the certified
enterprises are medium and large enterprises, mainly at the second level

Enterprises should continuously drive the optimization and innovation of business activities based on
models, achieve industry chain collaboration, and derive new manufacturing and business models

Leading
Level

Enterprises should conduct data mining on personnel, resources, manufacturing, etc. to form
knowledge, models, etc., and achieve accurate prediction and optimization of core business

activities

-~

Enterprises should adopt automation and information technology to transform
and standardize core equipment and core business activities, and achieve data
sharing for a single business activity

Standard Level

25IQY
L E 3

National standard for maturity level of intelligent manufacturing

In 2020, the national standard "Intelligent Manufacturing Capability Maturity Model" (GB/T
39116-2020) was officially released, which specified the composition, maturity levels,
capability elements, and maturity requirements of the intelligent manufacturing capability
maturity model

Intelligent manufacturing maturity model (CMMM model)

Based on this national standard, China Electronics Technology Standardization Institute
under the Ministry of Industry and Information Technology has developed and released the
Intelligent Manufacturing Capability Maturity Model (CMMM model), which has become the
standard model for the national evaluation of the digital maturity of enterprises, and is also the
basis for enterprises to conduct self-assessment of digital maturity

n -Tr\/ 1
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The standards and assessment models are being promoted as digitalization is developed in
various industries and encouraged by government policies. By the end of 2023, the number
of companies conducting self-assessment has increased from 60,000 in 2022 to 90,000,
and the number of companies conducting grade certification has reached over 500. In
particular, SMEs show great enthusiasm for self-assessment, accounting for 95% of the

number of self-assessment enterprises

Certified enterprises by scale

1%

|
h = Large
25% = Medium
Small
= Micro

Certified enterprises
by maturity level

7% 8%
= Level 1 and below
28% = Level 2
0
Level 3

" Level 4 and above

Self-assessment enterprises

by scale
5% o
12% = Large
' = Medium
Small
62%
" Micro

Self-assessment enterprises
by maturity level

7%
12% = Level 1 and below
m Level 2
58% Level 3

®  Level 4 and above



o,

arts e
. 'y
:

Demand-Side Market Research Report on Manufacturing Digitalization in Yangtze River Delta in China WORLD i

°F . g o
DIGITALIZATION [ RESEAR

Digitalization is a "top leader" project. Companies usually establish a digitalization team, in which project
manager is responsible for managing project progress, cost, and execution status, regularly reporting to CEO to

ensure overall smooth progress

Digitalization

decision-making
process

Propose
digitalization
requirement

Related
business
departments

Develop
digitalization
plan

Digitalization
group,
including IT,
HR, Finance
and etc.

Project Demonstration Bidding and Implementation
approval /approval procurement and acceptance
Division Mgr.
Company Mgr. Digitalization Purchasing Project
Mgr. in charge team / Finance department manager

General Mgr.

® The digitalization is generally led and promoted by the "top leader" of the company, who defines the top-level architecture design, vision and blueprint design of the digital project, and provides

resource support at the strategic level of the enterprise

® The important factor determining the success of digitalization is the“two-wheel drive" of business and IT departments. Technologically advanced solutions need to be integrated into the industry's

know how and solve business pain points and difficulties to avoid detours in digitalization

The success of digitalization requires the planning and support of corporate resources such as funds and manpower, as well as long-term planning in financial budgeting and personnel recruitment

reserves

B2B'Res
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Enterprises digitalization is a process of continuous investment in stages. The difficulty and cost reduction effect
vary at different stages. But digital empowerment and quality improvement is the only way for enterprises to
achieve sustainable development

Process : : o D : o
o Automation, informatization and digitalization Intelligentization
standardization

e Digital gap analysis, business ® Automation and informatization ® Digitize the entire lifecycle of ® Collect and analyze data from Continuous innovation,
development planning, and of core business processes to business processes to enhance various business processes, to promoting industry chain
digital path coupling reduce production and efficiency and core competitiveness achieve prediction and optimization, synergy, creating new

¢ Optimal solution _ operational costs « Digital decision-making and and drive new value creation production, manufacturing,

. ;‘;zz;ggzztﬁz:gseiz:?on © Build basic ilnformation system management enhance b.usir?e.:ss ® Applying t.)reakthroggh - and business models

¢ . to meet business needs transparency and the scientific and technologies to achieve intelligent
main business processes i ) . . . .
(financial, regulatory timely nature of decision-making products and services, as well as
compliance) Advanced layout for intelligentization innovative new business models
stage

Intelligent Manufacturing
Maturity Model Level One
(CMMM Model)

Level Two Level Three Level Four Level Five

Higher difficulty
Need
breakthrough

Only suitable for
Industry leader

Digitalization
practical difficulty

Higher difficulty

Digitalization
practical effect

18— © Ipsos China | B2B'Research Institute x Digit Events. Copyright © 2024 Digit Events Limited. All rights reserved.
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Due to different industry characteristics and scale, the main motivation, implementation path selection and
implementation degree of digitalization are different. Enterprises need top-level design and early planning, and

maintain agility and continuous adjustment during implementation process

The main drivers for enterprise

digitalization are affected by factors
(i such as the development stage of the A

industry, regulatory level, and supply

chain

The path selection of specific
implementation is affected by factors
such as production type, industry core
value chain and industry supply chain
integration degree

Traditional manufacturing Reduce cost and Production
enterprises in the mature increase efficiency type
stage, such as industrial
machinery, textile industry,
and etc.
Industries with strong Compliant production;
regulatory or quality Quality traceability
requirements, such as Internal
pharmaceutical, food value
processing, automotives, etc. .

chain
In the downstream of Flexible production;
supply chain, direct Reduce costs and Industry
contact with the market, increase efficiency supply
such as consumer goods, chain
home appliances, electrical integration

products, and etc.

Process-oriented manufacturing enterprises,
continuous processes and high degree of
automation - enterprises will quickly enter the
digital stage, such as chemical enterprises

Discrete manufacturing enterprises,
production process is relatively complex -
enterprises need to start from implementing
single point automation, such as machinery
manufacturing

Enterprises will choose to implement from
their core value chain in order to quickly
achieve results, such as digitalization of R&D in
pharmaceutical and digitalization of marketing in
consumer goods

In industries with strong supply chain
integration, some enterprises will start
digitalization from the integration of downstream
demand side and upstream supply side, such as
the digitalization of logistics warehousing in
automotive parts factories

The implementation method and
degree of the plan mainly consider the
maturity of the existing industry general
digital technology, input-output ratio,

talent reserve and other factors

Digital
technology
maturity

Talent reserve

Return on
investment
(ROI)

Generally, enterprises are willing to choose
mature technologies that have been validated
by the market, such as MES and APS applied in
CMMM Levels 2 and 3; However, digital twin and
edge computing in CMMM Level 4 applications
are usually only implemented in leading
enterprises

Leading enterprises with strong digital talent
reserve will adopt self-developed methods to
promote digitalization. Generally, enterprises
mainly rely on external suppliers to choose the
industry general scheme, whose implementation
degree will be limited by the ability of the
supplier

Companies will choose to stay at the
appropriate level of digitalization based on
input costs and their own characteristics. Some
interviewed machinery companies expressed that
investment of CMMM Level 4 is too high and will
remain at Level 3; At present, the promotion of
Lighthouse Factory to the entire group is also
constrained by cost factors
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The high degree of agglomeration of key industries in China's manufacturing industry facilitates the driving force
of digitalization industry clusters. The country not only attaches great importance to the construction of digital
infrastructure, but also introduces various fiscal and financial policies

The concentration of key industries in China is high. The total revenue of strategic
emerging industries and strategic pillar industries in the Yangtze River Delta, Bohai Rim,
and Pearl River Delta economic zones accounts for about 67% of the country. In the 14th
Five-Year Plan, local governments actively layout and promote strategic advantage
industries and advanced manufacturing industries

Percentage of key industries in each region

BYangtze River Delta mBohai Rim

to the national total in China

Pearl River Delta

Strategic Electronics S
emerg in g { Pharmaceutical I
industries* Aerospace & Railway [
Automotive I R
Strateg ic Machinery .
h dpl.: !?I’rl . Electric devices [
Petrochemical I
Steel & non-ferrous metal TR
Textile & garment I
Food & Beverage I
0% 20% 40% 60%

Other areas

80%

100%

The industrial support policies in major regions across the country, have an impact on the
clustering of manufacturing industries. Leading enterprises have a strong radiating effect
on driving the manufacturing digitalization of the entire industry chain

*Note: The classification of strategic emerging industries, strategic pillar industries and key traditional
industries refer to the classification of industrial clusters in Shandong, Shanghai, Guangdong, Jiangsu and
other places. Some industry classifications overlap due to the availability of data

B2B'Res

Bohai Rim

Main path of digitalization

Shan

Beijing dong
Digitalization of leading enterprises ° °
Digitalization of industrial agglomeration .
zones in industrial parks
Coordination by industry chain & chain o .
owner
Digitalization of SMEs °

» Domestic industrial software
development and promotion

» Domestic hardware and
intelligent equipment

* 5G+ Industrial Internet
construction

* Promote solutions and
application scenarios

» Digital ecological construction
(such as service provider pool)

« Data security and network
security systems

Jiangs Sharjg __Zhe Anhui Guangdon
u hai jiang
[} [} [ J [} ]
[ J [ J [ J ]
[ J [} [ J [} ]
[ ] [ ] [ ] [ ] [ J
O
Government's saf

Fiscal support

- Lighthouse factory, smart factory and
other awards

- Equipment, production lines, software
subsidies

- The first set of independent equipment,
the first edition of independent software
award

Government purchase

- Digital diagnostic planning

- Network security evaluation

Financial support

- Digital-related loans and interest
subsidies

- Government industry fund guidance
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Both large enterprises and SMEs have reached a new growth stage in digitalization. Large enterprises are
gradually shifting to paradigm in terms of concepts, implementation methods, and infrastructure, while SMEs are
facing with new development opportunities

With the promotion of digitalizatio

Large enterprises are the leading fo
industries, the strategic determinatio

faced by SMEs in digitaliz

summary and achievements of di
methods of digitalization

+ Digitalization is a top-down change ¢ Digital solution supply market: domestic alternative solutions with decreasing cost

Digital
concept

Digitalization is an IT
project that focuses
on improving
production processes
and equipment

management approach that utilizes
digitalization as a means throughout
the entire group

» Emphasize top-level planning and
design

e The promotion of "fast, light and accurate" products and solutions enhances the

secondary development and demand response capabilities of SMEs

o SaaS subscription-based software services reduce the upfront fixed costs

Improved delivery efficiency and cost reduction enhance the determination of SMEs

Purchase , . . SMEs have more diverse and flexible methods of implementing digitalization, such as
international » Seeking domestic alternatives and . o .
n i adopting domestically produced using existing MES platforms for technological upgrades rather than replacements
Implementation ;?\';jpﬁirgrtﬁyso utions equipment in core industries
method customized R&D, and * Adlop_tmg m_a;”re industry standard Aliyun service pricing for SMEs (excluding Ulangab / Heyuan
maintain a large SR ES T RS region) in China, effective on February 9, 2024
- customization
internal IT team
. . B General CP ul (2c29) B General CP ul (4cl16gq) General CP ul (16c329)
Based on cloud computing, build
Localized deployment industrial cloud platforms, industrial big
Infrastructure of software data, industrial Internet, etc., and 58,441
preferences accelerate the development towards
cloud computing 36,910
18,455
+ The next maturity enhancement (such as 16,610 9,850 6221
' How to achieve the CMMM Level 3 to 4) will have a high 11 533110 1,0382'799 3,653 2,307
Implementation transition from "0" to technical threshold and a significant — — — — — —
f d "1 the | el decrease in ROI
cililz Eln 1 ISsErds Initia - The technology of big data applications Before After Before After
pain points fixed-cost investment (such as data modeling and predictable
needed operations) is not mature, and the One-year Five-year

B2B'Res

application scenarios are not clear
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The digitalization level in different manufacturing industries is affected by industrial scale, profitability, and
competition. The market size future growth depends on the improvement of the maturity level of relevant

industries

'Pharmaceutical Electronics
High
Automobile
Machinery
Petrochemical
Medium
Aerospace & Railway
Food & Beverage
Textile & garment
Low

Smart home

Digita
. _ mat
Low Medium High

‘ Bubble size: Industry digitalization scale

HES, &
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The main influencing factors of the digitalization market size
in different industries in China

Industry scale: The larger the industry scale, the greater the
willingness to digitalize, because it can achieve greater scale effects
in digitalization, such as petrochemical, electronics, etc.

Profitability: Industries with high profitability have high willingness to
invest in digitalization and relatively large capital and talent
resources to allocate (such as automotive, semiconductors,
petrochemicals, etc.). On the contrary, industries with low profitability
are restricted by profitability and capital (such as textile and apparel)

Market competition: Influenced by the market competition
environment, especially in many industries that compete with global
manufacturing and technological levels: the closer the industry is to
the market, the higher the willingness and degree of digitalization,
such as automotives, computers, food, etc.

Manufacturing type (discrete or process type): It has a significant
impact on the choice of digital implementation path and process, and
the overall investment scale of digitalization is relatively similar.
Discrete type has a high demand for customized flexible production,
while process type focuses on process standardization and
production visualization

Future scale growth trend: depends on the maturity of the
industry's existing digitalization level and the continuous
improvement of the digitalization level of SMEs
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Electronics, petrochemical, machinery, Food & Beverage, automotive related, and pharmaceutical are key
industries for manufacturing digitalization industry, ranking among the top six and maintaining steady growth

Market_ siz_e of digit_alizat?on _in Market size of digitalization in
manufacturing industry in China in 2023 manufacturing industry in China in 2030

2
B Electronics
B Petrochemical
® Machinery
TR Food & Beverage
~1 trillion

= Automotive related

Unit

B Electronics
B Petrochemical

= Machinery

= Automotive related

~2.7 trillion

Food & Beverage

Pharmaceutical Smart home

Smart home Pharmaceutical
Others

Others
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Electronics: Relatively high level of digitalization but facing intensified competition from international
manufacturers. The replacement of domestic equipment, upgrading of high-end intelligent manufacturing, and
sustainable production will drive the continuous growth of digitalization

Electronics industry digitalization
market size forecast in China

& 730

608
506
423
208 365
] " I I I
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: discrete type. Core value chain for design and development, scale
production. As the national high-end manufacturing core industry, some sub-sectors (such as
semiconductors, integrated circuits, communication equipment, etc.) maintain rapid development

Current digitalization status:

* The average level of digitalization in the electronics industry is high, especially in R&D and
production parts

* By 2022, the penetration rate of digital R&D design tools will reach over 80%, and industrial
software such as CAD and CAE will be widely used. The CNC rate of key production
processes, digitalization rate of production equipment, and networking rate are among the top
in various industries

The industry has large investments and significant economies of scale. Digitalization is mostly
concentrated in top enterprises, while upstream SMEs are relatively lagging behind

B2B'Res

High

Medium

Industry key digital detail indicators

Production Energy mgt. Predictive
Product :
process platform WMS tomizati maintenance of
visualization adoption rate customization — oqyipment

Digitalized
design

Future growth direction of digitalization

Jumping to the high value-added supply chain, and the competition with international manufacturers
is intensifying. By solving the bottleneck technology, industry investment will maintain rapid growth

The country promotes high-end manufacturing of domestic intelligent equipment to replace imported
equipment, which will promote the rapid development of digitalization in related industries, and the
demand for domestic equipment and software is huge

Sustainable production is becoming a focus for the future of the electronics industry, with intelligent
management and predictive maintenance of power and water resources becoming a key focus of
digitalization

Electronics is the fundamental industry of national digitalization. Digital industrialization, mature
technology solutions and application scenarios to further spread to upstream SMEs to become the
focus of development
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Petrochemical: Relatively good foundation in industrial automation control. In the future, the intelligent production
process, the replacement of humans with machines, and the resolution of safety issues in the hazardous chemical

industry will drive the continuous growth of digitalization

Petrochemical industry digitalization
market size forecast in China

& 622

524
441
372
281 322
] r I I I
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: process type; The core value chain is continuous production and
equipment operating condition detection. Long industry chain, large-scale equipment. The industry
has a high degree of globalization, and there is still a gap with the world's advanced level

Current digitalization status:

e The foundation of industrial automation control is good, and the overall level of digitalization is
at the forefront of process industries

* Inthe production process, the digitalization rate of equipment and the degree of automatic
collection of physical parameter data are relatively high. However, there is a phenomenon of
incomplete data collection, limited data analysis capabilities, and inability to convert
productivity effectively
Due to the long industry chain and wide coverage, the level of supply chain collaboration is not
high

B2B'Res

Industry key digital detail indicators

- Device Energy Automatic  Full process Predictive
Digitalized  otyorking management production quality  maintenance of
design rate platform data collecting traceability  equipment
High
Meditim X

Future growth direction of digitalization

° Production process intelligence, including improving the equipment connection rate, perfecting
data collection, enhancing data analysis and modeling capabilities, and providing services for
process design and quality traceability, is the focus of digitalization in the petrochemical industry

o The domestic self-sufficiency rate of industry R&D design and production control software is low,
and the demand for domestic solutions will increase in the next few years

For labor-intensive sections, further conversion is carried out through "machine replacement”,
"intelligence substituting" and "intelligence improving efficiency”

There is a high incidence of data security risk events, and many industries involve key regulated
hazardous chemical processes, hazardous chemicals, and major hazard sources. The
improvement of network and data security governance is urgent
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Machinery: The current level of digitalization is uneven. In the future, leading enterprises will continue to deepen

digital transformation, and enterprises in the early stage will focus on automated information technology, which will

promote the continuous growth of digitalization

Machinery industry digitalization
market size forecast in China

& 467

391
327
273
236
194
] r I I I
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: discrete type. The core value chain is flexible manufacturing. Long
industry chain, obvious enterprise scale differentiation. The product homogeneity of the industry is
high, and the cost pressure is large. The acceleration of domestic equipment substitution, the
rapid development of downstream innovative industries (semiconductors, new energy), and the
rapid growth of power equipment demand for new power grids

Current digitalization status:

* The overall informatization and digitalization level of the machinery industry is relatively low.
More enterprises are still in the stage of automation to informatization
Leading companies have networked their equipment, but they also face the challenge of how
to further leverage production data modeling to achieve predictable and intelligent
management

B2B'Res

Industry key digital detail indicators

Diaitalized Production Advanced ( Suppli(_ar
'g' Ellcaz process planning & WMS PrORllEt information
esign visualization scheduling customization collaboration

High

Medium

Future growth direction of digitalization

° Capacity upgrading and digitalization are generally carried out simultaneously, and the
replacement of domestic equipment will continue to generate demand

° Leading companies gradually deepen the key aspects of digital transformation, enabling data to
transform productivity, such as data modeling for predictable production

The focus of enterprises still in the initial stage of digitalization is still automation and information
technology, to quickly achieve cost reduction and efficiency, and solve the problem of "labor
shortage" in some enterprises

The demand for personalized products and flexible production will promote the penetration of
R&D and production control industrial software in the machinery industry
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Food & Beverage: The overall degree of digitalization is relatively low (except marketing). In the future, the direction
of R & D design, production processes, quality traceability, marketing upgrading, and intelligent warehousing and
logistics will drive the continuous growth of digitalization

Food & Beverage industry digitalization
market size forecast in China

Industry key digital detail indicators

o digitalization Production Supplier ~ E-commerce
2 322 Dlglta_llzed rate Of process WMS information platform
275 deSIQn equipment visualization collaboration utilization rate
236
203 High
177 178 '3

142 o4
I I I o
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: mostly process type. The core value chain is marketing and quality
traceability. The overall demand is stable and continues to grow, but the demand for individual
categories is flexible and changeable. Due to low unit price, large consumption and changing
consumer preferences, the marketing side of supply chain is highly competitive. Strict requirements for
quality and safety, high public attention, and demand for health and safety drive industrial digital
transformation

Current digitalization status:

e The digital maturity of the industry is not high compared with other industries. However, the
investment and level of digitalization in marketing is at the forefront of the industry, and a large
number of Internet and data analysis technologies are applied. The digital level of warehousing
and logistics is also high
Digitalization penetrates upstream of the supply chain, large enterprises build digital factories,
strengthen production process visualization, and improve quality traceability capabilities

B2B'Res

Future growth direction of digitalization

R&D design - Use the Internet of Things, cloud computing, artificial intelligence and other digital
technologies to collect data and analyze information such as raw material properties, nutritional
characteristics and population nutritional characteristics, and design healthy products

Production - Upgrading equipment, reducing manual intervention, improving production
standardization and visualization, enhancing quality stability and traceability

Quality traceability - Blockchain technology will be increasingly used in the Food & Beverage
industry

Marketing - The application of Internet marketing technology based on Al model will be further
promoted in the industry

Intelligent warehousing and logistics system will improve space utilization and logistics distribution
efficiency
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Automobile: Relatively high level of digitalization and high degree of industry chain integration. Under the trend of
electrification, growing digitalization market size will be driven by new automotive capacity and demand for edge
computing, intelligent software, etc.

Automobile industry digitalization Industry key digital detail indicators
market size forecast in China
5 o g Production Full process Predictive
1 322 _Dlglta_ll Pro luct process WMS quality maintenance of
- simulation  customization .. 1o oo0 traceability equipment
236
203 High
168 179

139 151
I I I o
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: discrete type. The core value chain is R&D design, manufacturing, and
quality traceability. The industrial supply chain has a high degree of integration and modular . . o )
production. Technological barriers have decreased, leading to fierce competition in both domestic Future growth direction of digitalization

nd international mark . . . . .
Il N . Further integration of quality data between R&D and production ends, analyzing data to reduce

Current digitalization status: quality costs
e The overall level of digitalization in the automobile industry is relatively high. Due to the high ° Intermediate suppliers in the supply chain build their low-cost platforms to assist upstream SME
degree of integration of the industry supply chain, the digitalization of the industry core value suppliers in improving their digital capabilities
chain, such as digitalized design and quality tracking, the overall investment is large and the *  The transition to electrification is driving new capacity and upgrading of existing production lines
digitalization level is high . . . . . .
] o ] o ) o The demand for edge computing and intelligent software for intelligent connected vehicles and
* The industry chain integration platform initiated by the OEMSs requires high investment for automated driving is growing rapidly

ream SME liers, while mainstream liers have insufficient cover f SME . . .
Sl ca - = SUPPIIETS, Fye ma st €am suppliers have insutticie IERIERED S The overseas production layout of domestic independent brands has led to the joint deployment
suppliers, which limits the digital capabilities of SMEs in the industry S . ) . S
) "\ ] o T o of domestic intelligent manufacturing equipment, automated production line integrators and
The domestic automobile industry is transitioning towards electrification and intelligence, and industrial software suppliers
the penetration rate of electric vehicles has increased rapidly in recent years

B2B'Res
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Pharmaceutical: The overall level of digitalization is relatively low, and future digitalization will focus on
compliant production and quality traceability as core values, empowering the entire lifecycle of products in the
pharmaceutical manufacturing industry

Pharmaceutical industry digitalization Industry key digital detail indicators
market size forecast in China
76 S digitalization =~ Automatic Full process Predictive
k Dlglta_llzed i production WMS quality maintenance of
» design equipment data collecting traceability equipment
54
46 High
37 40
29 32
I I I o
2023 2024 2025 2026 2027 2028 2029 2030

Industry characteristics: mixed type. The core value chain is compliance operation and quality
traceability. Industry supervision is strict, and the R&D cycle is long and highly uncertain. The

industry concentration is high and the profitability is higher than the average level of the Future growth direction of dlg italization

manufacturing industry. In recent years, the implementation of medical insurance cost control, *  Digital regulatory compliance and quality control (clinical management, supplier raw material
vcr)]lume-bas_ed Ip_ro(;:urement, and the "two invoices" system has intensified competition in the tracking, batch production monitoring and recording, document management and submission, etc.)
pharmaceutical industry ° Digital marketing enables offline and online interaction between KOLs and patients
Current digitalization status: J Utilize digital technology to continuously improve the utilization and start-up rate of R&D
e The overall level of digitalization is not high. The digitalization of the industry mainly focuses on equipment, as well as optimize the configuration of R&D personnel during the R&D phase
the core _segment of the value chain such as cc_)mpllance productlo_n and sales, quality The application of Al data models in the recommended drug synthesis path will further mature
traceability, KOL management, and the utilization rate of R&D equipment, and has made great and be promoted

progress. Al models are also being used in the development of synthetic drugs to help
optimize the synthesis path

SME pharmaceutical companies led by R&D teams focus on knowledge transformation, with
little investment in digitalization

The application of blockchain in tracking samples and tracing versions in the clinical stage will be
further developed and expanded

B2B'Res
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YRD the three major industrial economic zones with largest economic volume and a clear focus on
industrial development

The widening gap in regional development of manufacturing industry: China has formed an

intelligent manufacturing base with three major industrial economic zones (namely, the Yangtze

River Delta, the Bohai Rim, and the Pearl River Delta) as the core. These three major economic

zones have further widened the gap compared to other regions in terms of local incentive policies, Manufacturing digitalization market size of
digital maturity, number of lighthouse factories, leading cities for high-quality development, and three major economic zones in Chinain 2023
market size for manufacturing digitalization

The three major regions have different industrial priorities and coordinated development:

. Yangtze River Delta: top six major industries in the Yangtze River Delta have balanced
development with machinery being the strongest of the three regions

. Bohai Rim: has formed a cluster in the petrochemical industry

. Pearl River Delta: strong in the electronics and machinery industries 282 %Q

The three major regions are accelerating the layout of new generation information technology, new ?

energy vehicles, integrated circuits, biomedicine and other emerging industries

Operating revenue of "above designated enterprises” 187
in Chinain 2021
N
Yangtze River Delta |GGG - [
Bohai Rim [ININEEEEEE—. [ |
Pearl River Delta [INNEEGEGEGEEE |
Others NG |
Yangtze River Delta Bohai Rim Pearl River Delta Others
0% 25% 50% 75% 100%

= Machinery ® Petrochemical = Electronics = Automobile B Food & beverage ® Pharmaceutical

tistics, E
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YRD has leading enterprises in advantageous industries, leading the process of digitalization. Moreover, with the
endogenous demand for solving labor shortage and improving management of SMEs, manufacturing digitalization
market is expected to grow rapidly, higher than national average

Market si_ze forecast for m_anufactur_ing di_gitalization Opportunities for manufacturing industry digitalization
in the Yangtze River Deltain China in the Yangtze River Delta in China

° The maturity level of regional digitalization is relatively high on average,
with advantageous industries such as automotive and electronics
leading the digitalization process. Downstream innovative industries
such as integrated circuits and new energy have developed rapidly in

792 recent years, and new production capacity has high requirements for
intelligent manufacturing and digitalization

664 o The "employment difficulties” and rising labor costs in the Yangtze River
Delta region will continue to drive the implementation of automation,
557 Large enterprises digitalization, and intelligence in the business processes of enterprises

° The growth rate of SMEs digitalization market size in the Yangtze River
Delta is higher than that of the whole country. Due to multiple factors
such as management improvement, cost reduction and efficiency

improvement, and chain owner promotion, there is a need for cost-

404
349 256

307

282

SMEs

196 effective R&D, production, and management systems with small initial

investments, such as upstream supporting parts manufacturers

The government's encouragement policies will drive enterprises to
212 250 invest in digital diagnosis, consulting, intelligent manufacturing, and
digital transformation

Private enterprises in Jiangsu, Zhejiang, Anhui and other places are
facing a window period of second-generation succession. digitalization
has become a key optional path for standardizing operations,
streamlining management processes, accumulating first-generation
capabilities, and ensuring the survival and development of enterprises

161

121 153

2023 2024 2025 2026 2027 2028 2029 2030

* Note: SME refer to enterprises with less than 1,000 employees or operating income of less than RMB 400 million.

tfice F
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Key manufacturing industries in YRD focus on digitalization and development based on industrial characteristics:
electronics — developed key advanced manufacturing industry; petrochemical - large proportion of SMEs;

machinery - mature industry chain cluster

Market size forecast for manufacturing digitalization
in the Yangtze River Delta in China - by industry

CAG m2023 ®2025 ®2030
16.8 ﬁ
¢
195

§ 167 ﬁ

96
81
70 “
- > 49 49
40
Electronics Machinery Petrochemical Automobile Food and

beverage
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19
7 9

mu
Pharmaceutical

The growth rate of digitalization markets in various industries
in the Yangtze River Delta Economic Zone is slightly higher
than the national average, but the development focus of
digitalization markets in major industries varies

Electronics: Key advanced manufacturing industries are developing rapidly,
such as integrated circuits, semiconductors, chips, etc. These emerging
enterprises have a high starting point and high demand for digitalization. And
the relevant industry funds in the region are active, providing resources and
impetus for digitalization for the invested enterprises

Petrochemical: The proportion of SMEs in this industry in the Yangtze River
Delta region is much higher than the national average, especially in the
chemical, rubber, and plastic industries. These types of enterprises are mostly in
the automation stage, and there is a strong demand for digital upgrading

Machinery: The Yangtze River Delta mechanical equipment manufacturing
industry chain cluster is mature and developed. Numerous industry leaders and
chain owners can drive the digital transformation of the entire chain. The
demand for intelligent products and equipment will also drive the development of
the machinery manufacturing industry

Pharmaceutical: The development of innovative biopharmaceuticals in the
Yangtze River Delta is rapid, and the demand for digitalization will gradually be
released as enterprises’ transition from R&D to production
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The support ideas of various governments in the Yangtze River Delta for manufacturing digitalization
are tailored based on local conditions

Implementation Plan for Digital
Transformation of Manufacturing Industry in
Shanghai

Shanghai

Three Year Action Plan for Intelligent
Transformation and Digital Transformation
of Manufacturing Industry in Jiangsu
Province (2022-2024)

Jiangsu

Action Plan for the Construction of "415X"
Advanced Manufacturing Cluster in
Zhejiang Province (2023-2027)

Zhejiang

Implementation Plan for Promoting High
end, Intelligent, and Green Development of
Manufacturing Industry through Digital
Transformation (2023-2025)

Anhui

Full coverage of digital diagnosis for "above designated enterprises"

The “above designated enterprises” of "five new cities” complete the L2 upgrade of their smart factories

Build 20 benchmark smart factories and construct 200 demonstration smart factories

Cultivate 40 “industrial empowerment chain owners” and promote the digital transformation of 1,500-2,000 SMEs on the chain

Introduce and cultivate 200 digital professional service providers

400,000 SMEs starts to use cloud platforms

Increase support for key projects such as “chain owner enterprises” and implement evaluation and rewards for excellent digital platforms and professional service providers

Comprehensive implementation of intelligent transformation and digital transformation for “"enterprises above designated size" throughout the province
To build 30 national intelligent manufacturing demonstration factories and 300 provincial intelligent manufacturing demonstration factories

To provide free intelligent manufacturing diagnostic services for SMEs above designated size through government procurement

Cultivate a group of ecological leading industry chain “chain owners" enterprises and establish 10 key industry chain collaboration platforms

The penetration rate of industrial Internet platforms of key enterprises across the province is close to 40%

The annual revenue of industrial software products in the province to exceed RMB 85 billion and to promote more than 4,000 industrial APPs
Provincial finance allocates RMB 1.2 billion of special funds annually to support industrial enterprises smart transformation and digitalization

Create 4 world-class advanced industrial clusters and enhance the competitiveness of 15 characteristic industrial clusters

Accelerate the upgrading and transformation of enterprise equipment, and implement over 5,000 key technological transformation projects annually

Cultivate 50 "chain owner" enterprises, 500 "chain owner" partner-enterprises, and 200 industry chain upstream and downstream enterprise communities

To construct over 120 future factories and over 1,200 intelligent factories or digital workshops, accelerate the full coverage of digital transformation for “enterprises above
designated size”. Promote full coverage of digital transformation for SMEs in key segmented industries

To build a provincial-level "4+2" financial support system, with local governments coordinating and integrating various manufacturing financial support policies
Strengthen fund guidance. Iterative Industry Fund 3.0 version, establishing 4 industry cluster special funds and 1 "specialized, refined, special and new" parent fund, with
each fund size not less than RMB 10 billion

Improve the financial service model and encourage financial institutions to increase loans for technological transformation

Every year, more than 10 provincial key industrial Internet platforms are added and 100 provincial typical demonstration projects of digital transformation are created. 200
provincial intelligent factories and digital workshops are added, and 20 regional models of digital transformation are built

Realize full coverage of digital transformation for key industries in the province, including "above designated enterprises

The popularization and application rate of industrial Internet platforms reach 45%, and the cloud application rate of enterprise industrial equipment reaches 30%

Increase financial support through enterprise diagnosis, equipment subsidies, application software service packages, and creating regional models
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Shanghai is seeking practical digital application scenarios to promote Al. Jiangsu proposes to fully
implement digitalization for large size enterprises, with a focus on automation applications

Implementation Plan for
Digital Transformation of
Manufacturing Industry
in Shanghai

Shanghai

Three-Year Action Plan
for Intelligent
Transformation and
Jiangsu Digital Transformation of
Manufacturing Industry
in Jiangsu Province
(2022-2024)

+200

smart factories

Build 200 demonstration
smart factories

+300

smart factories

Build 300 provincial-level
intelligent manufacturing
demonstration factory
projects

+1,000

application scenarios

Promote 1,000 excellent
intelligent manufacturing
scenarios

100%

comprehensive
intelligent & digital
transformation

The CNC rate of key

processes in key
enterprises reaches 65%

+30

industrial Internet
platforms

30 industrial Internet
platforms, 40 "industrial

endowment chain owners"

+200

industrial Internet

Build 200 industrial Internet
benchmark factories and
10 5G full connection
factories

Source: Compiled and.Stmmarized based on targets announced by provincial and municipal governments, as well as publicly.available data such as statistical yearbooks
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Affects 400,000 sMEs

Renovation of

~60,000 enterprises
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Zhejiang aims to influence 200,000 SMEs via high-quality digitalization providers. Anhui focuses on
building demonstration projects, with full coverage of digital applications for key industries and SMEs

Action Plan for the
Construction of "415X"
Advanced Manufacturing
Cluster in Zhejiang
Province (2023-2027)

Zhejiang

Implementation Plan for
Promoting High-end,
Intelligent, and Green
Anhui Development of
Manufacturing Industry
through Digital
Transformation (2023-2025)

+1,200

Smart factories

To construct over 120
future factories and over
1,200 intelligent factories

or digital workshops

+30

New industrial
Internet platforms

More than 10 provincial
key industrial Internet
platforms are added
every year

+10

Benchmark
enterprises

Promote the cultivation
and construction of digital

factories

+100%N

Provincial
demonstration
projects

Create 100 typical
demonstration projects

for provincial
digitalization

+1,000
High quality digital
service providers

Cultivate 1000 high-
quality digital service
providers

+200

Smart factories and
digital workshops

200 new digital
navigation enterprises,
intelligent factories, and

digital workshops

Source: Compiled and.Stmmarized based on targets announced by provincial and municipal governments, as well as publicly.available data such as statistical yearbooks
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Affects ~200,000 smE

Affects ~130,000

enterprises
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Asia is one of the world's major economies, and manufacturing industry occupies an important
position in major Asian countries

GDP in 2022 The proportion of industrial

(Billion US$) value - added to GDP in 2022
Asia is one of the world's major economies,

China 17,963 _ 32.5% 1.425 84.4 Tier 1 with a population accounting for 60% of the
! 270 ! '
world's total and a GDP representing 49% of the
Japan 4,231 I 23.3% 123 75.4 SR global total

e In major East Asian and Southeast Asian countries,
the manufacturing industry contributes a significant
proportion to the country's GDP. All these countries

Korea 1,665 I 207 52 94.8 Tier 1 have realized that manufacturing digitization will

bring a huge impetus to their economic

Indonesia 1,319 I 27 5% 278 60.4 development

Affected by global trade frictions and geopolitics,

India 3,385 I 10.7% 1,429 577 EELE

Thailand 495 I 32.1% 72 70.5 some industries have accelerated their transfer to
Southeast Asia, especially to Vietnam, India, and
Singapore 467 _ 23.8% 6 974 Tier 1 other regions. However, these countries face

issues such as industrial upgrading and varying
degrees of infrastructure development. China and
Vietnam 409 I 31.3% 99 N/P Tier 3 its neighboring countries and regions demonstrate
a hierarchical development trend in the
development of digitalization and intelligent

Malaysia 406 34 75.3 Tier 1 _
manufacturing

MIRE FIlB=HeB

Philippines 4043 117 48.3 Tier 3

Digital
39-© |Ipsos China | B2B'\Research Institute x Digit Events. Copyright © 2024 Digit Events Limited. All rights reserved.
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The development of manufacturing digitalization in Asian countries presents a stepped pattern, with

Japan, South Korea, and Singapore maintaining their leading positions

siojeaIpul ssauaalnadwod-qns enbia awl

40-0©

IMD 2023 National Digital Competitiveness Scores

i i 84.4 75.4 75.3

Sinagore  South Korea China Japan Malaysia
)

|
Capability
Technical @ @ @ @
Capability
Future
Readiness
e N 4

*Note: Vietnam did not participate.
bal Digit
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70.5 60.4 57.7

o)

Thailand Indonesia India
("("

48.3

Philippines

Countries vary in their strengths, capabilities, and

stages of development in manufacturing digitalization

® According to the IMD's 2023 national digital

competitiveness scores, Singapore, South Korea,
Malaysia, and Japan occupy a higher position in
competitiveness

The countries in the first tier all have a strong
industrial base and pay more attention to the
digitalization of advanced manufacturing, such as
semiconductors, new materials, pharmaceuticals,
etc.

The countries in the second and third tiers generally
still focus on the "enlargement” stage of
manufacturing, placing more emphasis on
automation and informatization in labor-intensive
industries, such as textiles and electronics
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While maintaining their leading positions, the first-tier Asian countries continue to increase their
investments in digitization related to advanced manufacturing

®  Governments of Singapore, South Korea, Japan, and other countries have formulated forward-looking strategies for advanced manufacturing, enhancing manufacturing efficiency and
maintaining profitability leadership in the manufacturing industry by incubating technologies and commercializing them

Companies in these countries are also participating in the digitalization of local enterprises in other Asian countries through their investments, such as the digitalization of production bases in
Vietnam by Japanese and Singaporean companies

While providing digital infrastructure to these leading countries, Chinese enterprises can also draw on the experience of foreign intelligent and advanced manufacturing, connect with foreign
advanced manufacturing models, and jointly develop markets

Countries

Singapore

South Korea

Japan

Malaysia

IMD Digital

Competitiven

€ss

97.4

94.8

75.4

75.3

ital €

Value Added by
Manufacturing in
2022 (in USD
billion)

111

495

986

137

2021: Released the "Manufacturing Vision 2030," focusing on
investing in advanced manufacturing infrastructure and
establishing digital and intelligent production systems

2023: Released the "Strategy for Advancing New Digital
Manufacturing Innovation by 2027," emphasizing the
development of technical capabilities in artificial intelligence,
smart semi-conductors, 5G/6G communications, quantum
computing, virtual worlds, and cyber security

2023: Released the "Manufacturing White Paper,” formulating
guidelines for "ensuring stable supply” for "11 specific important
commodities."

2018: Released the "Malaysian National Industry 4.0 Policy,"
focusing on the development of intelligent manufacturing driven
by talent, processes, and technology, ultimately introducing
smart cities, smart grids, and other intelligent solutions through
intelligent manufacturing
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Key Related Industries

Rebois Additive Internet of
Manufacturing Things
Electronic Components Semi-conductors New Materials
Machine Tools Intelligent Robots Antibiotics Fertilizers Permanent Magnets
Semi-conductors Batteries
Electronics and Electricals Machinery and Equipment Chemicals Aerospace Medical Equipment
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Tier 2 and 3 Asian countries are accelerating their digitalization efforts, starting from their core
industries

® Generally, second-and third-tier countries choose their key industries as the focus of manufacturing digitalization. Domestic digital suppliers can actively layout in the key industries of these
countries based on domestically mature industry solutions.

Second-and third-tier Asian countries enjoy a demographic dividend of labor force and are the main countries that have taken over the transfer of China's low-and mid-end manufacturing
industries. This type of manufacturing transfer will adopt automation and digitalization technologies and solutions that are comparable to or even higher than those used domestically.

Value Added by
Manufacturing in
2022 (in USD
billion)

IMD Digital

Countries Competitivene
ss

Key Related Industries

2016: The "Thailand 4.0" strategy was launched, marking a
comprehensive advance into high-value-added industries, with Automobiles Intelligent Electronics Tourism and Healthcare Agricultural Biotechnology Food
ten target industries identified as the new engines for Thailand's y
economic development

Thailand 70.5 159

Industrial Robots  Aviation and Materials Bioenergy and Chemical Digital Economy Medical Centers

2018: The “Enabling Indonesia 4.0" Plan and Roadmap were
Indonesia 60.4 363 released, focusing on promoting digital transformation and the Food and Beverages  Automobiles Textile Electrofies Chemical
development of digital infrastructure

2018: The "National Artificial Intelligence Strategy" was
India 57.7 667 published, outlining five key areas of focus for digital

Healthcare = Smart Cities Infrastructure Construction  Intelligent Communications  Intelligent Transportation

development

2017: A comprehensive innovation industry strategy was

Philiopi 48.3 97 announced to promote technological upgrading in the )
lippines . manufacturing sector and support industries such as Automobile Accessories Electronics  Aerospace Accessories Chemical Shipbuilding
automobiles and electronics SteelfToOIS#E Dies Food
Not 2020: The 'National Digital Transformation Plan up to 2025 and
Vietham L 128 Development Directions up to 2030' was released, driving . ) )
participated Electronic Products Textile Equipment Manufacturing

automation and digitization in key manufacturing industries

Digital C
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Chinese enterprises actively participate in Asian digitalization; Offshoring enterprises can replicate
and implement digital solutions that have already been implemented domestically in China

é Chinese enterprises have enthusiasm for overseas investment, with Southeast Asian countries ranking top.
Direct investment and equipment exports by domestic enterprises to Southeast Asia, will drive domestic
manufacturing digital solution suppliers to expand the market

In 2022, China's investment flows to Asia reached USD 124.3 billion (including USD 97.5 billion of direct
investment to Hong Kong, China), accounting for 76% of the year's outbound direct investment flows

. China's direct investment flows to ASEAN were USD 18.7 billion, accounting for 70% of direct
investment in Asia excluding Hong Kong, China

. In ASEAN's direct investment, the manufacturing sector topped the list, accounting for USD 8.2
billion, or 44%

In 2023, China's motor and electrical exports maintain growth, in addition to South Korea and Japan,
Southeast Asian countries are also the main export destinations. This category constitutes the basic
equipment for the digitalization of manufacturing industry

China’s outbound direct investment (2020-2022)

22.6
11.1
5.8
4.6 4.3
[ .

Singapore Indonesia ‘Vietham Thailand Malaysia Japan South Korea Philippines India

Case study:

One of the surveyed companies exported its
digitalization solutions in China to its sister factories in
Indonesia, helping Indonesian factories effectively
improve their performance and winning Industry 4.0
awards from the Indonesian government

Motor and electrical products export revenue (2023)

45.8 45.6 )
398 37.7
21.0
16.0 15.3
11.9
8.1
South-Korea Vietnam  Japan India Malaysia Thailand Singapore Indonesia Philippines

k-(Al FI It |'I.’ I C
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The digitalization plan for manufacturing enterprises needs to be tailored according to their own
situation

The digitalization plan of manufacturing enterprises is influenced by various factors, such as the characteristics of the industry, the size of the enterprise itself, implementation method, and
even corporate culture. There is no universal plan, and it must be tailored according to the enterprise's situation. The six digitalization cases selected in this report cover the main
considerations mentioned above and are compiled through in-depth interviews with relevant participants from the case companies. We hope to provide readers with some inspiration and
assistance for their digitalization project

45-¢

Case NO.

Industry

Case 1 Electronics > 10 years
Case 2 Machinery > 30 years
Case 3 Automotive 20 — 30 years
Case 4 Pharmaceutical 20 — 30 years
Case 5 Petrochemical 20 — 30 years
Case 6 Food & Beverage < 10 years

Ipsos China | B2B'Research Institute x Digit Events. Copyright © 2024 Digit Events Limited. All rights reserved

Establishment period

Scale

(Operating revenue)

RMB 2~3 billion

> RMB 10 billion

RMB 0.6~1 billion

> RMB 10 billion

RMB 0.1~0.5 billion

RMB 0.6~1 billion

FaN

The enterprise is a specialized and innovative small giant enterprise, that
improves delivery, quality and reduces costs through lean production and
automation digitalization

As a well-established manufacturing enterprise, the company has steadily
increased its production capacity over the past decade while undergoing
digital transformation to achieve industry-leading levels

As a mid-stream supplier in the automotive supply chain, the enterprise
deeply integrates digital solutions with the OEMs and builds its platform to
assist its upstream suppliers in improving digital operations

Different from general manufacturing, digitalization in the pharmaceutical
industry focuses more on compliant production and digitalization in the
research and development stage

The company relies on a strong internal IT team to independently develop
and implement digital solutions

The enterprise starts from the core segment of its own value chain,
focuses on digitalization of marketing management, and expands to the
production management
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Case Study I: Electronic device manufacturer to lead the exploration of digital transformation through

staged strategy implementation (1/2)

Bac
Industry Electronics
Location Jiangsu province
Revenue RMB 2~3 billion
Business Industrial electronic products

Digitaliz

2015 - 2017
2017 — 2019

2019 — 2021

2021 - till now

Production

Lean Production - Value chain integration,
improving production coordination, optimizing
valuable processes, eliminating waste
Process modularization - For multi-varieties
and small batches production mode, form
process groups

Automation - Implement automation for
modular processes and hazardous processes

Digitalization and intellectualization -
Through data platforms and Bl, establish data
models and algorithms to predict and optimize
core production processes

plan accuracy: increased from 65% to 95%

Order prediction accuracy: increased by 30%
Delivery timeliness rate: increased by 30%
Capacity utilization rate: increased by 20%

Production
Production

personnel: reduced by 15%
and manufacturing efficiency: increased by 30%

Product gross profit: increased by 3%

Talent issue

Talent is a major issue that companies face. The
training of engineering and technical personnel
and workers is slow and difficult to retain. It takes
1-2 years to train a person within the company.
After the training is completed, they are likely to
be poached by industry competitors or industrial
automation, new energy companies, etc.

Four Goals for
coreissues digital transformation

Shorten product
delivery time W

Improve efficiency
& Reduce manufacturing

costs
Improve
production 7'75
flexibility .
Data security
Improve

product quality

— &I —

Reduce manual processes and minimize reliance
on skilled workers for critical operations through
automation. Distribute the process to the
equipment through MES. By using visual
recognition, intelligent prediction and other
methods, the detection rate of defective products
can be improved, and manual labor can be

Lean production

k reduced )

@ Process
modularization

@ Automation

@ Digitalization
& intellectualization

O Integration O Modularize Automation O Equipment
and analysis process of the data
of production same type *  Modular collection
value chain PICCESS
O Reduce non- Data platform
Eliminate standard *  Dangerous construction
waste workstation PICCESS
- process Data i - ElogiE
O Optimize el Lalizgleulor visualization
process O Improve the +  Process Dat
standardization parameters ata i
level of process distribution modeling and
algorithms,
«  Result predictive
collection optimization
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Case Study I: Electronic device manufacturer to lead the exploration of digital transformation through
staged strategy implementation (2/2)

Worksh
Raw material Finished product

warehouse AGV Screw Assembly Test Pack AGV warehouse Eaui X
o o quipmen
| 0. 9 o Q| data
= gre A e Lre LY S
: : : Internet of Things : : 222

MES data Data L

Y 7Y Y rY Platform
\ 4 h 4 A 4 Bl visualization : D
—
‘&’; @ ERP data = Computer Mobile phone

Breaking down data barriers
existing MES upgrades

Future key digital projec Successful digital experience

Outsourced SiE MES for secondary development and integration, ® Currently, MES data processing speed is slow and gradually unable to meet ® Digitalization requires top-level design, and the management reaches

connecting ERP, MES and equipment to improve data integration the requirements. After implementing SCADA, it is necessary to make minor a consensus on the acceptable level of capital investment and
e Connect end-to-end data from business to production through MES to s:jsll?;t T;irgs;?ﬂgrzossutcégg ?o?’wgr::zn%ic:jnszr? de;(;gngoﬁggtli% r:ent SENsors or dlgltaI!zatlon ) ]

improve production planning accuracy and timely delivery rate o" > perception © Breaking down the big goal into small goals for each stage and

. . . . ® |mplementation of digital R&D collaboration software for product executing from small goals to achieving the big goal. Automation and
e Business management, planning management, and production execution S S - -
; : development digitalization cannot be achieved quickly
are completed in MES. Integrate data into the data platform ] ) ) o ) ) ) ] )
. . . . © Currently, manual operations are being carried out within the warehouse. @ Talent-driven: It is necessary to reserve and cultivate engineering
® MES controls various nodes, collects information from different stages of B ) . ; - A - -
By 2026, automated storage and warehousing will be put into use and IT talents. Meanwhile, digital projects are not IT projects, which

production, and ensures the execution process and traceability of products . . -
The new production base under construction is built according to the require both business and IT drivers. The company has evolved from

standards of "lighthouse factory", which increases production capacity and initial engineers and IT staffing only to involvement from planning,
further improves delivery, quality and reduces costs. It will also reach the procurement, warehousing, sales and operation staffs

The production line personnel use MES as the front desk to operate the industry's benchmark level of automation and digitalization Resources: Long-term planning and budgeting in terms of funding,
physical transfer and interface with ERP including the upgrade of ERP, MES, and production line equipment

o The process parameters are transmitted from the database server to the
automation equipment or workstation through MES
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Case Study Il: Specialized equipment manufacturer prioritizes "manufacturing” and continuously
iterates on intellectualization

Industry Machinery manufacturing
Location Shanghai

Revenue > RMB 10 billion

Business Special equipment manufacturing

Digitalizati ;::“\

1995 — 2002 Inform_atlzathn - Implementing ERP and
launching business processes
Automation - Automation of equipment and

2003 — 2018 g
production lines

Intelligent manufacturing and digitalization -
2019 — 2022 Integrated optimization of design, manufacturing,
sales, and services (MES/FMS/SCADA, etc.)

Intelligent construction - Data-driven,

A2 il intelligent factory, intelligent products

Adopting robot technology in warehousing, transferring, welding,
assembly and painting processes to create unmanned factories

Using advanced sensors to collect data from production line equipment,
improving quality and output

Build a data lake Bl and use data modeling and artificial intelligence to
perform predictive optimization

Create a digital twin of production line equipment to achieve real-time
monitoring and visualization of the main parameters of the equipment and
the operational efficiency of the production line

B2B'Res

In the past 20 years of development, the Case enterprise has continuously expanded its production capacity while carrying out
digitalization, and its digital capabilities have taken a leading position in related industries. Based on the characteristics of discrete
manufacturing, the enterprise first carried out the construction of individual workstation automation, and then connected points
into lines to achieve networking. It reached CMMM Level Il around 2006. Afterwards, with the joint promotion of production
capacity construction and digitalization, it reached CMMM Level IIl around 2020

Stand-alone
equipment

Stand-alone

SUUIDEnt automatio

erna SCADA
Digital twin of production line

b Partial Artificial Intelligence BI

Rapid improvement of digital benefits The value curve slows down, and the marginal revenue decreases

Continuous capacity and

manufacturing building, as well

as digitalization

In the 1990s, financial and business information
construction began, and the SAP system was
launched. SAP continued to upgrade since then

1990 2000

1 - Informatization stage

Difficulties: Sorting and optimizing the upstream
and downstream processes within the

enterprise production lines

v' Informatization and standardization of v" Improve production efficiency and
financial systems output

v' Improvement of internal control v Reduce labor costs

v' Improvement of the capabilities and v' Reduce dependence on people and
efficiency of the middle and back-end improve product quality
departments

v Improved availability of financial,

procurement, sales, and cost data

Future project focus:

Modeling of industrial big data and optimizing the
application of artificial intelligence (Al)

Explore digital scenarios and achieve the second
growth curve of ROI in digitalization

Continuously promoting intelligent products, intelligent
services, and intelligent operation and maintenance
Research and development of digital collaboration
(PLM), with a focus on equipment development

2 - Automation stage

Mainly focused on the automation
construction of equipment and

A
CMMM

Manufacturing: MRP, APS, MES

Warehouse & logistics: WMS, AGV

SAP
A
2010 2020 “€CMMM
L3
3 - Digital integration stage 4 - Intelligent optimization stage
Full lifecycle digitalization and integration - data Data collection of equipment and various
integration for R&D, procurement, warehousing and processes into the 'lake’, Bl analysis, digital twin
logistics, production, equipment, sales, and finance of production line equipment
v Cross departmental data flow drives the v The difficulty of digital twin in the R&D
improvement of management and operational stage is high due to the particularity of the
capabilities drawing system and the high cost of 3D
v Shortening the R&D cycle, optimizing modeling
procurement and inventory, quality control and v' SCADA collects industrial data, but its
cost optimization in the production process, intelligent analysis capabilities are
and improving energy efficiency on the insufficient. Meanwhile, it is necessary to
equipment side explore application scenarios with practical

value output

Experience sharing:

Advanced layout in intelligent manufacturing planning: "Pre research one
generation, design one generation, manufacturing one generation®

Intelligent manufacturing prioritizes "manufacturing” and digital tools are
necessary means. The prerequisite is to pay attention to the construction of
manufacturing and production organization capabilities

The digital transformation of enterprises and digital tools are inseparable.
Excellent digital solutions require finding experienced digital solution
providers who utilize their products and experts' deep understanding of the
industry and products to help businesses avoid detours
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Case Study Ill: Automotive parts company leverages 95% industry +5% self-developed solutions for
intelligent transformation

The enterprise digitalization is driven by the need for upstream and downstream collaboration between the

Industry Automotive OEMs and suppliers, as well as the demand for cost reduction and efficiency improvement caused by
Location Zhejiang industry competition
Revenue < RMB 1 billion .

The enterprise prioritizes ERP upgrades to lay the foundation for informatization, and then implements or upgrades
Business Automotive parts manufacturing MES, QMS, and PLM, and deploy simulation design and supercomputing clusters

®  Collaborate with OEMs through mainstream universal solutions in the automotive industry. The key areas include
R&D collaboration, supply chain and quality management system

Digital iza { Due to the high cost of mainstream solutions, self-built platforms are integrated and coordinated with upstream

suppliers
Enterprise informatization - EPR and other

2016 - 2019 core software upgrades
P9 Collect, clean, and analyze data onlabor, material consumption, energy consumption, and scrap costs,
2020 — 268> Digitalization of production operations - benphmark relevant operational indicators agaiﬂst industry standards, analyze causes, and improve
Launching MES, QMS, PLM systems indicators by connecting-key processes and equipment
Supply chain collaboration - R&D and
production collaboration, connecting SRM and Upgrade PLM from'simple collaboration between logistics and BOM to cross R&D center collaboration -
2022 — till now EDI with customers and suppliers; using OEM’s platform to deal with OEMs and building a platform for upstream suppliers to enable engineers
Cross regional collaboration - plans to invest from different.R&D centers to provide modification suggestions for the same product
in factories in other provinces, replicate and
expand existing digital solutions
The overall solution adopts a general industry solution + internal self-built mode:
80% of the functions are provided through international manufacturers' industry solutions +
15% of the functions are provided through domestic alternative solutions +
5% of the internal IT team (<10 people) to develop their own solutions
e Inventory and defect rate decrease, profit margin increases by 4-5% Future project focus: Experience sharing:
® Realize T-1 day of supplier arrival, reducing overall inventory to 1-2 days ®  Through digital application and analysis, the quality e The integration of data between R&D and manufacturing is the key to improving efficiency
The R&D time has been significantly reducgd, and the verification speed cost is further reduced by 50% and reducing quality costs. Enterprises can increase investment in this area
has been shortened from 10 holurs fo m'”!“F‘S ®  For low digital capability of SME suppliers, to ®  Universal solutions are already mature and standardized in key industries, so enterprises
Government rewards and subsidies worth millions of RMB implement digital assistance solutions do not need to start from scratch. Internal teams can conduct in-house research of 5%

based on enterprise characteristics, using general industry solutions that are cost-

The company plans to invest in factories in other . . L :
effective and can achieve rapid implementation

regions and needs to replicate existing processes and
systems. Collaboration between factories is also a key Smaller upstream suppliers (stamping plants, die-casting plants) can collaborate with
focus of work higher-level enterprises in the supply chain to improve their digital capabilities through
their platforms and experiences, such as connecting design processes, order matching,
AR logistics and warehousing, etc.
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Case Study IV: Pharmaceutical company to leverage digitalization to improve compliance and
operational systems, enhance quality and efficiency

Industry Pharmaceutical
Location Jiangsu

Revenue > RMB 10 billion

Contract research and development and
manufacturing organization (CRDMO)

Digitaliza I

Informatization - Regulatory compliance
2012 — 2017 informatization, launching core business
processes

Business

Digitalization - Addressing the pain points of
2017 — 2021 data silos in core business platforms, achieving
data-driven decision-making and operations

Intellectualization - empowering core
businesses with big data models, such as
pharmaceuticals development and synthesis
pathways

2022 — till now

® Compliance testing satisfaction: increased by 20%; Major
discoveries in quality management: reduced by 80%; Clinical trial
traceability: achieve 100%

R&D efficiency: increased by 80%; Al path recommendation
effectiveness: reaches 30%; R&D time: reduced by 30%

Warehouse operation costs: reduced by 40%; Inventory capital
occupation: reduced by 33%

The Case enterprise focuses on compliance operation, quality traceability, cost reduction and efficiency
improvement as the main objectives, and utilizes industry solutions and self-developed assistance to implement
digitalization according to the key processes of the supply chain

New drug Establish big data analysis model and Al technology to intelligently identify and
R&D recommend the optimal synthesis pathway for target molecular compounds. Compliance operation

Samples, historical trajectoires,

Clinical trial versions, etc.

Track the historical trajectory and versions of samples through blockchain technology

Supplier selection, identification,
change, and certification authorization

Raw material SAP Ariba as a solution to ensure supplier management system

purchasing
Raw material packaging specifications,
Warehouse Implement WMS system, strengthen regulatory standards and compliance expiration date, storage conditions,
management requirements, and achieve digital warehouse management standards for quality inspection and

delivery of inbound and outbound goods

Production instructions, environmental
conditions of process procedures, feeding
time, operators, inspection submission

Manufacturin Implement MES system as a batch production record system, track and manage

9 production instructions, conduct real-time inspection and quality control
Instructions, specifications, tracking
records, production records, and version
control

Sales
management

Adopting advanced document management and submission systems, implementing
document library control and version control

Enterprise pain points and digital solutions:

Current pain points

By utilizing big data and Al technology, the enterprise can improve personnel time
management in R&D analysis, increase reliance on core personnel, and reduce the
number of ordinary laboratory personnel

Through IoT technology, the enterprise can achieve the Internet connection of original
The utilization rate of R&D and production equipment equipment, realize the data exchange between instruments and R&D analysis platform,
assets needs to be improved realize the collaboration of data intelligence, and improve the utilization rate of R&D
and production equipment

Difficulty in improving the efficiency of R&D
personnel and unsustainable business models

The efficiency of R&D path optimization needs to be Further optimize Al model technology to improve the efficiency of model
improved recommendations
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Case Study V: Exploration of self-building digitalization in petrochemical enterprises

Bac

Industry Petrochemical

Location Jiangsu

Revenue RMB 0.1~0.5 billion

Business Production and sales of high-tech special

functional chemical products

Digitalize

Informatization factory - ERP secondary

2019 - 2021 development, data infrastructure construction,
KPI visualization, paperless office
Digital factory — Software development and
2022 — 2024 implementation; data collection, integration,
and intelligent production
2025 — 2026 Intelllg_ent factory - Data modeling, predictive
. capability research and development,
(planning)

simulation system, digital twin factory

® OEE increased by 4%; Reduce scrap rate by 30%; No. of customer

complaints decreased by 50+%

Reached the national CMMM maturity level 3 certification and
received corresponding rewards from local governments

Obtain arelative competitive advantage in large-scale bidding
projects, especially in state-owned enterprise bidding

Digital driving factors: With the aim of reducing costs, increasing efficiency, and enhancing
competitiveness, the group began implementing the Industry 4.0 strategy in 2019. The company has planned and
implemented a digital path based on its own development stage and the overall strategy of the group

As a typical process-oriented production enterprise, the company already has a high level of production automation. In the
process of digitalization, the company mainly focuses on monitoring the production process, collecting and analyzing data,
and connecting the production process with the pre - and post storage logistics system

Due to the strong capabilities of the company's own IT team, project implementation is mainly achieved through
independent research and development, greatly shortening the implementation cycle. The overall project cost is also
lower than that of similar projects (the annual related investment only accounts for about 1% of the operating income)

Digitalization Factory Platform

O ) Lot Qv LET O
vy ool Mgt
< twe - ATV Quatty watsess  Lasgw rasagervet
Denry e eucadt fewdiges sgusary ) g m
Abrareal nu vy Cwn wutwinn o -y ——y Cvm e
Industrial Intermes

Technical Support Platform

Future project focus:

In the process of digitalization, the large amount of data generated cannot be
well applied, and investment in data modeling capabilities will be increased in the
future
Some planned functions did not achieve the expected results (i.e. APS only
achieves part of its functions), and further optimization of is needed
Continue the intelligent upgrade of the factory
e Utilizing big data platforms to achieve real-time alerts for quality side
detection anomalies
Increase investment in development of digital maintenance programs to
achieve predictable maintenance of equipment
Implement overall PLM digitalization

Experience sharing:

It needs to be a "top leader" project, and the CEO needs to fully support digital
projects; Each business leader should fully participate

Employee training needs to be strengthened and the functional application
level of the system after implementation to be improved

The overall plan is mainly developed internally, but due to insufficient planning,
the project has caused a certain degree of waste and repetitive work in the
actual execution process
® The project has developed multiple systems, and there will be a
significant investment in system integration in later stage
Insufficient data management planning results in a large amount of
useless data
Due to limitations in internal capabilities and resources, some planning
functions did not meet expectations
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Case Study VI: The digital road of food production enterprises starting from the core value chain -

sales management

Industry Food & Beverage

Location Shanghai

Revenue RMB 0.6~1 hillion

Business Alcohol production and sales

Digitali
Digitalization of sales - Self-developed direct

2020 — 2021 sales system, outsourced SFA system, built
New Retail Model (i.e. EC shopping platform)
Digitization of middle and back office -

2021 — 2022 Yonyou ERP, Beisen HRM and self-developed
Saas version customer service system
Data governance applications - Data

2022 — till now governance, data entering the 'lake’ and

building Bl and data cockpits

e Empowerment - Support monthly sales to exceed 100 million

e Efficiency enhancement - Digitalization of sales management and
sales scenarios to increase sales time and output

Cost reduction - automatic calculation of sales team commissions
and control of sales expenses

Improve decision-making efficiency - business team automatically
produces over 1,000 reports. Report time reduced by 95%

Sales mane

B Outsourcing SFA (Sales Force Automation) with mature SaaS
model

Customer visits, sales visits, store inspections, check-in and
verification of product displays

Scenario-based tools to prevent fraudulent performance
evaluations of salespeople

B [T team develops its own direct sales system

Resolve issues in transaction scenarios and enable online
transactions for salespeople

Issue sales policies and system online
Realize automatic commission calculation for 10,000 salespeople

Quickly consolidate sales and customer data, reduce reliance on
salespeople

Middle and k&

B Yonyou ERP

Based on the ERP finished product inventory module, priority is
given to creating a closed-loop management system for order,
delivery, after-sales service, returns, and exchanges
Subsequently, the digitalization of production front-end automation
will be incorporated into the system

B Data Lake and Bl

In the early stage, the digital lake was not built appropriately, and
IT became the main focus, overly emphasizing the integrity of
technology and data capture, while neglecting the timely
application of digital technology

Later, data governance and utilization will be carried out
simultaneously to achieve rapid digital empowerment of business

Future project focus:

Data Middle Office

Omalnee B dsplay

Sales system

Back Office System

han ol L 1d

Yonyou ERP

Returm and sachangs

= =

Production - Implement MES system in the processes of
wine making, canning and packaging

Inventory Management - Practice digital warehousing
technology and equipment to improve the digitization level
of cellaring and finished product warehouses

Al technology - utilizing generative Al technology to explore

corresponding business scenarios and enhance intelligence
level

Experience sharing:

Innovative SMEs need to focus on core business processes
for digitalization investment, and the priority for digital paths in
the consumer sector is digital marketing/sales management

Realize digital productivity first, without forcing digital
technology to be perfect

The company chose to conduct its own research out of
helplessness, as it was unable to find a solution supplier in the
market that could understand its industry characteristics.
Without professional channels such as platforms and
exhibitions, the search cost for the enterprise would be high
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Consulting agencies providing digital strategic planning and implementation support ; Equipment and software solution providers offer enterprise and production management tools;
Infrastructure and Cloud platforms companies provide foundation and data support

Industrial Internet and Cloud
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Siemens - A comprehensive solution provider based on the enterprise value chain

Siemens is a global enterprise that provides digital solutions across the entire value chain, encompassing
product development, manufacturing processes, and factory management. Siemens believes that both
management operations and digitization require an assessment of performance across three value chains:
the product lifecycle value chain, the asset operation value chain, and the business fulfillment value chain.

Value Chain

Product Product Product Product Manufacturing Product Product Product

Lifecycle Definition Design Verification Process Performance Maintenance Upgrade \

Business Order Order Supply Chain Production : Production Warehousi L

Fulfillment Acquisition Management Management Plan RS Status ng Logistics

Production . . . Equipment . 3
Asse? Capacity Factory Planning Productlpn Engmeermg Monitoring and Equ|pment Epent
Operation K Line Design Debugging g Maintenance Upgrade
Planning Analysis
] o2
Cloud Services APP Mind Sphere
NEUEIER  vanagement MES
Automati
= ali 4, = | 2
on g r 05| <
Solution . Network Energy Industrial
_ Operations SCADA Management TIA Portal Management Edge
Architect
ure il ) it I
Industrial Industrial Motion
Control Controller HMI G Communication Control CNC

Operation Distributed /O Drive System  Industrial Control

Distribution Positioning
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Power Identification and |

Key Solutions Based on the Xcelerator Business Platform

SIMATIC Automation Control
System

Integrated with relevant hardware (PLC,
IPC, drives, sensors, etc.), it facilitates
coordination among various control
components to enhance efficiency

SCADA System

Realize visualization of machinery,
production lines, and entire factories
to enhance transparency

TIA Portal

Shorten product time-to-market
through simulation tools and other
means; improve factory productivity
with additional diagnostic and energy
management functions

SINAMICS

A highly efficient and precise motor
control solution.that optimizes the use
of electrical energy through intelligent
power conversion and motor control

SINUMERIK

A PC software solution for
enhancing energy efficiency,

SIMIT Simulation

With SIMIT, comprehensive testing of
automation applications can be
covering the entire process from conducted, providing operators with a
machine tool design to realistic training environment prior to
manufacturing process optimization the launch of actual production

Assist enterprises in overcoming challenges in manufa

Address flexible production and customized demands from end-customers in the market regarding R&D, supply
chains, and production

Reduce and manage delivery risks caused by quality non-traceability

Further explore data value based on existing automation and informatization , converting it into productivity |
Connect upstream and downstream players, enabling collaboration among multiple enterprises and across systems
Utilize digital technology to reduce carbon emissions from the source without compromising enterprise performance

Develop a customized digitalization path for enterprises still in the Industrial 2.0 stage, ensuring substantial returns
from digitization
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Yonyou - Empowering manufacturing industry with ERP software as the foundation to build intelligent

enterprises

Enterprise Informatization Service Solutions

Since 2017, Yonyou has developed a new generation of products on its ERP platform-Yonyou BIP,

which assists enterprises in informatization

Yonyou BIP provides innovative services covering ten areas for enterprise production and
operation management, including intelligent finance, HR, supply chain, procurement,
manufacturing, marketing, R&D, project management, asset management, and collaborative work.
It assists enterprises in advancing their digital and intelligent transformation, becoming digital and
intelligent enterprises, and moving towards high-quality development

Lean Management
Enhancing Efficieney
Lean Management

Improving Data analysis,

Standardization Management model prediction.
abnormal warning,

intelligent operations

Strengthening

Foundations Logistics optimization,
efficiency enhancement,
Clear labeling, complete data collection,

standardized operations, closed-loop management.

Accurate data,
prompt feedback

56— © Ipsos China | B2B'Research Institute x Digit Events. Copyright © 2024 Digit Events Limited. All rights reserved.

Yonyou further extends its informatization solutions to Smart Factory Solutions:

Focusing on 8 dimensions of factory management, Yonyou's Smart Factory Solutions assist in
continuously improving the real-time closed-loop management of "workshop planning and task
execution" and the organic integration of "personnel, machines, materials, methods, environment, and

measurement"

Factory modeling Business modeling !
Yanyou Data Data Knowledge — Intelligant
Industrial colloctian storage conter Manufacturing

Device i Cross-platform Revarse Ecological
registration 10 TSDK controt — Partner

L

3

CNC/IDNC  PLC  Robot :::‘m“"""'mm msmm sc.ADA WCs  CLouD Contalmv ﬂmn ""' Worker

D R 9 OO e B ¥ s T

Assist enterprises in solving digital challenges in mé \

® Implementing scientific production scheduling, visualizing production processes and task
scheduling

e Continuously improving product quality through data utilization: enabling batch traceability and
refined quality management

¢ Enhancing equipment management capabilities: enabling predictive maintenance

\ Standardizing process management and enabling automatic issuance of operational documents ‘
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Hand - Transitioning from an ERP Implementation Service Provider to a Player in the Manufacturing
Digitization Race

Introduction to Hand "&_Mm_m Hand has developed proprietary software and platforms focusing on ERP to
Founded in 2002, Hand Information is a leading local high-end ERP consulting and implementation service create two major digital solutions for "Industry” and "Finance"

provider, holding a leading position in both the SAP and Oracle fields o
Industry Digitization

In recent years, the digital transformation of the manufacturing industry has rapidly accelerated. Starting in 2016,
Hand has adapted to market demand trends and actively developed proprietary products and solutions,
transitioning from a single implementation service provider to a comprehensive digital service provider offering
"proprietary software + implementation services." Leveraging its years of accumulated industry experience, the
company independently developed the "Industry Digitization C2M" solution and began to focus on the digital
transformation track of the manufacturing industry

e |[ntelligent Manufacturing: Hand Collaborative Manufacturing (HCM) forms a
comprehensive functional system including advanced planning and scheduling,
manufacturing execution, warehousing and logistics, quality management, equipment and
asset management, and industrial 10T

e Digital Marketing: The self-developed Link CRM digital marketing software helps
enterprises build a comprehensive online and offline digital marketing system with four
major sections: "digital channel development, digital term

Hand Intelligent Manufacturing Application Architecture Digital Supply Chain: includes SRM and WMS business for supply chain management

and logistic management
Process imelligent collaboration Intellgent resource management Abnormal intelligent warning Business intelligence driven

Bl dats snetysis Management cockpit Abocemal warning Financial Digitization

Fney euipas ""“t”“‘"“"“"‘"’ ISR e LT S T W X CEee e et W
down of business plans to management accounting analysis and facilitating improvements

e Financial Operations: Comprehensively covers scenarios related to daily financial

Manufacturing °""‘ LES (Logistics Execution System) L. operations, achieving efficient integration of business and finance in areas such as
[rRpT———y s h o t e, an!mw . .
T T MRS CO SRR RNV DD PMY AT SR S OY RS e revenue and expenditure management, taxation, and treasury

““"’" @ Shared Services: Assist group enterprises in building a highly unified and reusables
smomwuw- hared financial system to enhance internal control, reduce costs, and increase efficiency
Financial Al Applications: Upgrade Al capabilities based on proprietary Easy-Link RPA
product

e Financial Digitization Operational Control: Achieve the Plan-Do-Check-Act (PDCA)
cycle for group finance, enabling closed-loop management from the formulation and break

wmum
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Hand - Overview of Capability System

Hand's Industrial Digitization C2M: Digital Marketing, Intelligent Manufacturing, and Intelligent Collaborative Supply Chain
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Contact: Fancy Fang

Tel: 86-19901620390

Digital Transformation Sum
mit for Automotive Manufact
uring Industry
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China Automotive Manufac
turing Digitalization Market
Research Report

officially released on August 30, 2024
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Manufacturing Digitalization Expo
(Shanghai)

June 17-19, 2025

Shanghai New International Expo Centre

Why to exhibit?

One-stop approach of decision-makers
Effective generation of sales leads
Market recognition expansion
Eco-system construction

Why to visit?

« Cover all-scenario digitalization solutions

» Meet one-stop procurement demand

« Enhance personal digitalization leadership and influence

Website: https://www.worldofdigitalization.com/en
Contact: Jane Shi

Tel: 86-17721157672
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WOD Manufacturing Digitalization Summit

Key technology exploration, and best practices sharing
June 19, 2025 China < Shanghai

M. DL

World Manufacturing Digitalization
Conference

Driving Product Innovation & Eco-collaboration in
manufacturing digitalization

June 17,2025 China ¢ Shanghai

(M. C e

World Manufacturing Digitalization
CxO Conference

Reshaping leadership in manufacturing digitalization
June 18, 2025 China * Shanghai
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More

Industry Leaders Thinking Tank

To develop a networking platform for industry
pioneers

New Product Launch

To launch new products and solutions for
manufacturing digitalization

Best Practices Sharing

Exhibitors to share case studies with potential
buyers

Business Matching

To provide effective sales leads for exhibitors
and facilitate connection with demand side
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i Digital Economy Institute Ltd.

"c‘....-".. o
;‘:gz‘;&lz‘\flo: | RESEAR! Digital Economy Institute is a professional market research institute focusing on digital economy. Our expertise includes digital industry and traditional industry
digitalization research

We share our unique insights into the digital economy on a regular basis by publishing original market research reports, organizing online and offline forums and
seminars, as well as live visits to leading companies and opinion leaders in the industry, to help companies establish industry credibility and authority in their
B2B strategic marketing

The Digital Economy Institute is headquartered in Hong Kong, and its core members have over 20 years of market research experience

b: MEnian Digit Events (Shanghai) Co., Ltd.

AR Din- Evcnts Limited L. . . . . . . . . ) el .
Digit Events is committed to becoming your B2B strategic marketing partner through its four core business units - market research, exhibition hosting,
conference and event organization, and digital community

World of Digitalization (WOD) is our brand in the field of digital economy, T
WORLD "y F

aiming to promote the deep integration of digital technology and the real mg.muzm.u”

economy, and to stimulate the innovation and vitality of the digital industry E5 A A

Digit Events is a "customer-centric" organization, and our organizational design and capabilities are built around understanding customer needs, delivering
customer value and enhancing customer experience. Our mission is to bring people, innovative ideas and business opportunities together through high-quality
exhibitions and conferences, providing B2B strategic marketing full value chain solutions for brand promotion, credibility building, leads generation and market

expansion

Our core members have more than 15 years of experience in serving internationally recognized exhibition organizers
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