INSIGHT

Big Factory Meets Little Tech

Manufacturers and digital startups are learning from each other. Photo credit: ADB.

Large manufacturing companies are partnering with innovative startups to
drive digital transformation.

Introduction
Industrial companies are increasingly collaborating with innovative startups as they seek ways to
introduce more digital tools into their organizations.
A recent Oliver Wyman analysis identified 70 digital startups in France and Germany that have
developed partnerships or commercial relationships with large manufacturing companies. The sectors
include aerospace and automotive, and the startups are focusing on areas where these manufacturers
either have been absent or need support to implement digital solutions to improve productivity. The
collaborations range from digital production optimization to connected wearable devices.
This report was adapted from content featured in BRINK.

Analysis
The new relationships highlight manufacturers’ increasing awareness of both the importance of
undergoing a digital transformation and the risk of being left behind. In a separate Oliver Wyman survey
of more than 400 manufacturing and supply-chain executives, the most-cited obstacles to a digital
transformation were cultural barriers, including lack of awareness in organizations of the potential of
digital methods, and mistrust of digital tools, such as autonomous decision-making.
Another problem was the difficulty of forecasting return on investment: there are few existing cases to
base calculations on, and results are expected only in the medium term or later.
The partnerships aiming to overcome these challenges include a leading aircraft manufacturer working
with startups to develop collaborative robots that can assist technicians. Another startup will integrate
software into the product life cycle management system of a large engineering company. An electronic
startup has developed smart glasses for a multinational engineering company, so that its workers can
receive alerts in real time and then control the various devices and machines being built along its supply
chain. In total, two-thirds of the respondents to the survey said they have developed partnerships with
third parties.
The contributions of the startups occur in the factory, tech devices, and information systems, and can be
broadly divided into five groups. In the factory, production and warehousing processes will be optimized;
and automation will play a greater role—featuring both collaborative and other robots. New information
technology applications will augment reality through computer-aided design, simulation, 3-D printing,
and virtual reality; and a growing array of smart devices, tags, and wearables will be connected to
networks—as will ubiquitous sensors and microchips. This will all be centered on big data and cloudbased platforms, which will provide data analytics and cybersecurity.

Insights
First, tech gains, then a cultural impact
In addition to the immediate technology gains, manufacturers are looking for insight into the kind of
digital innovations that can disrupt entire industries. They hope collaboration will help inject their
organizations with an entrepreneurial mindset, so that employees are digitally fluent and can pivot
swiftly. This could contribute to an innovative company brand that attracts customers, business partners,
and talent.
Startups, for their part, will gain enhanced visibility and status in the corporate world. They might also
obtain access to their large partners’ distribution networks and customer bases.
The forms of collaboration range from one-off events, such as hackathons, to resource sharing and
support through business incubators and accelerators, to longer-term arrangements such as
partnerships, investments, and acquisitions. Often, the relationship starts when a manufacturer scouts
emerging ideas, technologies, and market segments that could augment its business. It then establishes

connections in the digital community to get direct access to entrepreneurs, inventors, and innovators.
As a next step, a large company could provide financial and material support—workspace, for
example—as well as advice during early-stage business development. Then it could invest or form
commercial partnerships to keep exclusive access to the new innovations in their industry.
The most advanced industrial companies have developed programs with startups to challenge the status
quo, experiment outside their core business, and become more innovative (see Exhibit 1). Soon this
may be the new normal for manufacturers.

Resources
Related links
Strategy, Not Technology, Drives Digital Transformation
What is disruptive innovation?
How do you build a culture of innovation?
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