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The world is undergoing a dramatic change,
Internet of Things - Connectivity (loT) is found
everywhere, including in factories (110OT) and
households. It promises tremendous potential
across the business landscape, from financial
services to health care, consumer to industrial.
We interviewed several leaders with expertise in
different areas of packaging, and studied recent
research on the subject to learn about and discuss
the implications of 10T in industrial applications.
We also discussed the opportunities and risks
specifically related to packaging, with a focus on
how loT is changing this industry.

Our conclusions are that 1oT offers the packaging

industry an opportunity to reinforce their strategy for
achieving business outcomes among them continuous
internal business improvements, revenue growth, and cost
reductions. When organizations know the outcomes, they
want to achieve through 10T, they can more easily assess
their capability needs, including identifying and developing
internal talent and recruiting external talent. The approach
needs to be holistic, encompassing core areas such as
organizational design, top team effectiveness, change
management, and culture transition.

A McKinsey analysis found that factories (operations
management and predictive maintenance) will benefit
most from loT, with the potential to reap $1.2 trillion to
$3.7 trillion a year in economic benefits within a decade
(Manyika et al. 2016). According to a study conducted

by research firm The MPI Group, today’s manufacturers
have only incorporated smart devices or embedded
intelligence in 25% (median) of their production equipment

and processes. Despite the benefits, few manufacturers
have the network infrastructure to accommodate loT
machine-to-machine (i.e., sensors in one machine trigger
actions of another machine) or machine-to-enterprise
communications (i.e., machine sensors send data to
corporate business systems).

The study indicates that about 75% of manufacturers will
increase 0T use in the next few years and that the top five
objectives for incorporating this technology are:

= |mprove product quality.

= |ncrease the speed of operations.

=  Decrease manufacturing costs.

= |mprove maintenance/uptime.

= |mprove information for business analytics.

At the Austrian packaging company ALPLA, Jodok
Schaeffler is responsible for meeting their needs of
increased production efficiency. At the moment, he is
managing a project at their US operations, Misson-J. The
following figures demonstrate an overview of this loT
project.
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Example Mission-J: A future packaging manufacturing plant reality.
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By utilizing new technologies based on advanced databases such as CrateDB, and systems for machine learning and

artificial intelligence combined with distant reality communication with the plant operators through tablets and augment
reality, today they are in the initial phase of creating opportunities to improve the efficiency of running their packaging
operation on the shop-floor.

A central mission control based manufacturing setup.

By connecting all the essential stakeholders in the operation in real-time, ALPLA intends to increase the plant efficiency
by utilizing real-time information sharing in order to act quickly on changes required in their operation.

Mission 1¢t Level
Control ; ; Support

nd
r. Infrastructure t. Machine Equipment *. 2" Level

- Supplier - Supplier Supplier - Support

In accessing the power of industrial 10T, connectivity is only part of the equation. It also requires sophisticated data
analytics to track efficiencies and detect potential problems. The result is a body of predictive analytics that can
generate large-scale improvements from factories to fleets. For packaging manufacturers, data collection and analytics
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empower improvements in both manufacturing processes and the products delivered to consumers and end users. The
former CEO of Graham Packaging, David Scheible, gives another good example from the paper packaging industry:
Modern paper machines, for example, have intelligent devices that use technology to sense and respond to changes

in their production and environment. At the same time, the data collected can help improve both the product and the
process of manufacturing the paper. The result is an intelligence embedded, data-driven continuous improvement loop.
Feedback loops also gather experiences from customers and end users of industrial products and other services.

According to a report by Smithers Pira, the global smart-packaging industry is predicted to grow during the five-year
period to 2021 at an annual rate of 8%, to $7.8 billion. The term “smart packaging” is a combination of both active
packaging and Internet of Things packaging. Active packaging will grow at a rate of 4.9%, to $5.6 billion and loT
packaging will grow at an astounding 18% per year, to almost $2.2 billion.

Far more than mere business intelligence, 10T yields predictive analytics and actionable data, such as examining supply
and demand in real-time to better manage inventory levels, and receiving alerts as soon as a part or component is
operating at less than optimal efficiency. Such intelligent data can power a continuous improvement loop. Among
packaging companies, we see an accelerating interest in reaping the benefits of the new technology opportunities.
We’ve met global packaging companies that have developed and are implementing new advanced |oT service and
maintenance concepts, such as advanced logistics concepts, for their business, increasing productivity and service
quality and gaining strong interest from the industry and customers.

Having the right go-to-market framework to roll out an industrial loT
strategy means having the optimal organizational design.

A key consideration is whether to execute and manage an industrial 10T strategy within the existing company, or

to adopt a “newco” approach with a separate entity. We’re seeing both models in the industry today. Many large
organizations opt for a newco approach to become more flexible and adaptable, with the support of the C-suite leaders.
Senior leaders’ buy-in speaks to the need to address top team effectiveness, with C-level executives who view |oT as a
technology that enables business outcomes.

Top leaders must also address the change management and culture transitions required to engage in loT enabled
transformations. Without these measures, it will be difficult to focus on any number of key performance indicators
(KPls), from process improvements to providing better market intelligence to customers. Furthermore, loT strategies
cannot be built in isolation. Organizations must rely on an ecosystem of partners, such as strategic alliances with
software and hardware companies.

Figure 1

loT’s implications on human capital.

The companies that produce loT-era products and services may need to undergo significant changes in order to
maximize revenues and profit.
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loT is sparking a human capital transformation, particularly among
industrial firms that suddenly find themselves in need of a broad
base of talent across a variety of roles and responsibilities.

Defining success for pivotal roles in today’s packaging world isn’t easy. Constant uncertainty and rapid change make

it difficult to forecast and identify exactly which skills and attributes will be most useful in the future. According to our
interviews and a related PwC study from 2017, on forest, paper & packaging, packaging CEOs rely heavily on the human
element in the balance of man and machine in driving the future. However, the human factor presents a challenge: those
same skills as adaptability, problem solving, creativity, leadership and collaboration that drive innovation also lead the list
as the hardest traits for which to recruit.

Figure 2
Focusing on innovation, with a human touch

Q: Given the business environment you’re in, which one of the following do you most want to strengthen in order to
capitalize on new opportunities?
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Source: PwC, 20" Annual Global CEO Survey.

By understanding the desired business outcomes, packaging companies can more effectively identify the talent solutions
that will support business success. The path won’t be without challenges but organizations that take a whole systems
approach typically fare better than others in achieving the desired results. Organizations facing disruptive technological
change must innovate swiftly and reinvent themselves; this evolution requires leaders who can drive both innovation and
change, while building a collaborative, performance-oriented culture (Crandell 2015). Understanding the positive impact
of making organizational changes to embrace an |oT strategy can help foster a shared approach to innovation. This will
influence the overall culture, the organization’s design and structure, and its leaders.
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Korn Ferry has pinpointed six components for driving superior performance, encompassing both organizational enablers
and people drivers:

Figure 3
Six components driving superior performance for organizations.

Purpose An organization’s aspirations or core enduring aim, the reason it exists,
and Vision and what it stands for.

Choice The strategy to achieve the vision, including how resources are allocated, efforts
and Focus marshaled, and activities directed.
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Accountability Practices that establish a performance-driven work environment in which people
and Fairness own their responsibilities and are rewarded equitably for their contributions.
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Source: Korn Ferry Institute whitepaper - Matching Talent to the Internet-of-Things era.

Among these six components, three of the most crucial for building and implementing an IoT strategy in the packaging
industry are:

= Purpose and vision — the desired business outcomes to be achieved through loT.

=  Choice and focus — a comprehensive strategy to pursue the desired outcomes.

=  Capability — the right mix of internal and external talent to take on the challenge and the transformative capabilities
of 1oT.

Whether within the existing organization or a “newco” entity, an |oT strategy can encompass some or all the following
parts:

= Organizational design.

= Change management and culture transition.
= Talent assessment.

=  Recruitment.

= Retention.

=  Top team effectiveness.

The process will also likely involve assessing existing talent who can be part of the |oT strategy. According to

The Association for Packaging and Processing Technologies dedicated to operational excellence (PMMI’s) Vision

2020 Report, attracting and retaining quality talent in manufacturing is far and away the greatest challenge facing
manufacturing today. With the advent of 10T, the skill set for manufacturing facilities is changing. Manufacturers will need
more technology-based degrees, a different skill set than they are employing today, according to Laura Bix, professor at
the School of Packaging at Michigan State University. 10T is really about people, process, and technology, people being
the critical part of that equation,” according to several of the people we interviewed.

Simply stated, companies need to know the depth of the talent they have. Once internal talent capabilities are identified,
external talent can be recruited to fill specific roles or gaps. For most packaging companies, this will involve a mix of
internal candidates who welcome the opportunity to be part of an loT launch and external talent to be recruited. Not to
be missed are the nuances of newly formed teams as existing leaders address the potential impact on team dynamics
given the redistribution of work because of a new IoT.

6
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Introducing Korn Ferry’s People and Packaging Radio.

Over the last few weeks, it was our pleasure to interview four Packaging executives to gain their insights and
perspectives into industry trends.

= David Scheible, Operating Advisor at Clayton, Dubilier and Rice and former Chairman and CEO of Graphic
Packaging International speaking on “Lessons on leadership”.

= Roger Prevot, Operating Partner at Kohlberg & Company speaking on “Hire A+ players that lift your industry”.

= Laura Bix, Associate Director at the School of Packaging at Michigan State University speaking on “Packing to
improve health outcomes”.

= Jodok Schaeffler, General Manager at ALPLA speaking on “Technology and digitization”.

To listen to the interviews with these industry experts, just go to https://soundcloud.com/mesadd
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