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Innovation Management – Matching Models & Gadgets 
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General Strategy Considerations – Driving and Being Driven 



Average Consumer Spending – Where Does the Money Go? 



p =  + (pOperation + pResale) 
-  (cPurchase  + cOperation + cother)  

Parameters 
cOperation  - cost of operation / ownership 
cPurchase  - purchase price 
cother  - other cost 
p  - profit 
pOperation  - profit from operation / use 
pResale  - profit from resale (resale value) 

Product Business Case – For the Consumer 



The Two Key Questions in Innovation Management 

How much money are we 
going to make with this? 

Are we going to sell more 
vehicles because of this? 
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IPF  - Innovation Portfolio Freeze  SOP  - Start of Production 
LCI  - Life Cycle Impulse  EOP  - End of Production 

The Life of an Automobile – Project and Product Phases 
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IPF - Innovation Portfolio Freeze, SOP - Start of Production, LCI - Life Cycle Impulse 
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Product Roadmap & Innovation Portfolio 



P =  + (cSale) x V 
-  (cPur / Man + cAssembly + cWarranty + cOther) x V 
-  (CR&D  + CInfrastr + COther) 

Project Parameters 
CInfrast  - infrastructure cost (assembly, service, logistics…) 
COther  - other cost for entire project 
CR&D  - development cost 
P  - Profit 
V  - Volume, number of units sold 

Unit Parameters 
cAssembly  - assembly cost 
cPur / Man  - purchase / manufacturing cost 
cSale  - sales price 
cOther  - other cost associated with individual unit 
cWarranty  - warranty / service cost (paid by manufacturer) 

Product Business Case – For the Manufacturer 



Automotive Innovation – Set for Success? 

Published in:  “These Days, Cheap Is the Rule of the Road 
for Auto Gadgetry”, Wall Street Journal, 6/9/09 

Source: “2015 car innovation – A comprehensive study on innovation in the automotive industry”, Oliver Wyman, 2007 
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Product Roadmap & Innovation Portfolio - Examples 


