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Background of the research

e The integration of emerging technologies such as

Internet of Things (loT), Artificial Intelligence
(AlYYMachine Learning (ML), big data, Augmented
Reality (AR)/Virtual Reality (VR), blockchain, and
generative Al across hardware, software, network,

and embedded systems significantly contributes to
offering more sophisticated and interconnected systems
to customers, thereby increasing product complexity.
Engineering enterprises are constantly investing in
innovation and Research and Development (R&D) to
enhance their capabilities around digital technologies.
This allows them to cater to evolving customer demands
while focusing on optimizing operations and costs,
reducing time-to-market, and offering advanced and
connected products and solutions

Engineering service providers have developed a
broad range of cost-effective offerings to become
indispensable in product value chains by playing a
significant role in filling capability gaps, providing
expertise and technology resources, reducing time-to-
market, and supporting new product development for
these enterprises
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e Everest Group, therefore, believes that it is imperative to

understand the true picture around enterprises’
experience in collaborating with service providers

This research presents a summary of enterprises'
perspectives on the capabilities of service providers
they engage with across ACES automotive engineering,
connected product engineering, connected medical
devices engineering, digital twin, Industry 4.0
engineering, and 5G engineering services

This assessment is based on 140 unique interviews
conducted in 2022-23 with enterprises globally,

across various industries such as automotive, consumer
electronics, media, medical devices,

energy, retail, and telecom

Scope of this report

Geography: global

Services: Engineering Research and
Development (R&D) services

Buyer references: 140 unique customer
references

Service providers: 38 ER&D service
providers



Coverage of services

engineering services
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Connected product
engineering services

ACES automotive
engineering services

The report provides consolidated findings from interviews with
enterprises encompassing connected product engineering, ACES
automotive engineering, 5G engineering, connected medical
devices engineering, digital twin engineering, and Industry 4.0
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Digital twin
engineering services
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5G engineering
services
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Industry 4.0
engineering services
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The interviewed enterprises utilized one or more of
the services mentioned below from their service

provider, who nominated them as reference clients for
Everest Group PEAK Matrix® assessment research

]
U

Connected medical devices
engineering services

¢ |deation and design
¢ Product development
¢ Testing and certification

¢ Product support and
maintenance
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Product design

Product development

Product testing

Product support

e Consulting

® Design and
implementation

* Maintenance and
management

Conception and consulting

Design and development

Testing and
certification

Deployment and support

¢ Consulting and design

¢ Development and
Verification and Validation
(V&V)

¢ Deployment and Sl

* Managed services and
support

e Consulting
¢ Design
® Implementation

¢ Maintenance and
management



Demographics of the research

Breakdown by industry verticals
Percentage of enterprises

100%= 140
Others'’ Healthcare and
16% medical devices
Media and
entertainment
3%
Consumer

electronics PAL

Energy
and utilities

9 Automotive

ISV and internet

Telecom

1 Others include retail, mining, agriculture, aerospace and defense, etc.
2 Others include co-founder, program leader, and portfolio manager
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Breakdown by buyer designation
Percentage of enterprises

100%= 140
CXOs
Others?
20%
VP, Senior
Enai .
ngineering Manager

Director,

Engineering

Breakdown by buyer size
Percentage of enterprises
100%= 140

>US$25 billion <US$1 billion

US$1-10 billion
US$10-25 billion
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Executive summary

% . o . . Most enterprises report satisfaction with service providers in Industry 4.0
<~  Approximately 66% of the reference customers interviewed . . . ]
. . . . . . . (82%) and 5G engineering (72%) services, however, fewer enterprises
expressed satisfaction with their engineering providers, based on factors . T . .
show satisfaction in areas such as connected product engineering (61%)

such as domain knowledge, technical expertise, project management,

. - o o and ACES automotive/connected medical devices (both at 57%).
next-generation capabilities, pricing, and flexibility.

Enterprise satisfaction has increased from 59% in 2021 to More enterprises report satisfaction with broad-based providers (68%) over
66% in 2023. This rise can be attributed to the flexibility pure-play providers (62%), reversing previous trends. The decline in pure-play
brought by the service providers to the engagement satisfaction is due to enterprises prioritizing next-generation technologies
followed by the domain and technical expertise showcased 0/ such as Al. Broad-based providers have gained by combining domain
by them across various value chain functions. expertise with emerging technology capabilities.
ﬁ{ Quality of talent and prior relationships emerged as the top Satisfaction has improved in Europe, with over 70% of enterprises reporting
{:{ ﬁ{ considerations for enterprises when selecting an engineering service satisfaction in 2023, up from 47% in 2020. In contrast, satisfaction in North
é provider, with 37% of enterprises prioritizing the quality of talent and 30% America declined from 76% satisfied enterprises in 2021 to 66% in 2022-2023,
valuing prior experience or existing relationships with providers. driven by high pricing and complex commercial structures amid @ @ @

challenging macroeconomic conditions.
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