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 Development HistoryDevelopment History
 Developed by Cohort 3 team:
 • James Reefe
 • William Mansur
 Edits by:
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 Design for GlobalizationDesign for Globalization
 • Introduction to Globalization• Aspects of Globalization• DFG Considerations• DFG Strategies• DFG Industries• DFG Case Studies• References
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4
 Introduction to GlobalizationIntroduction to Globalization
 Design for Globalization involves a number of issues related to higher level decisions that affect product development.
 Marketing is an important element in successful product placement on a global scale
 In the 1970’s General Motors marketed the Chevrolet Nova to Spanish speaking markets in Latin America and Mexico. GM was apparently unaware that in Spanish, NOVA or “No Va” literally means “NO GO” ( obviously not a good name for a car).
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5
 Introduction to GlobalizationIntroduction to Globalization•Increased Competition•Complexity•Modularization•Value chain share•E-Commerce
 •Excess Production Capacity•Price Pressure•Burden of High R&D Overhead•Consolidation of Suppliers•Consolidation of Retailers
 •Intense Competition•Reduced Profit margins•Emergence of
 • Information Technology•Alternative Channels
 •Globalization•Consolidation•Platform Unification•Modularization•Flexibility•Rationalization•Brand management
 Suppliers Manufacturers Retailers
 •Consolidation •Consolidation
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6
 Introduction to GlobalizationIntroduction to Globalization
 Stakeholders:• OEM – degree of Globalization impacts business
 strategy• Suppliers • Manufacturing/Assembly Plants • Dealers
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7
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Globalization, Consolidation and Convergence• Supply Chain Management, Finance• Manufacturing, Platform Unification, Economies of Scale• Marketing, Brand Management• Distribution, Retailing• Product Development, Quality• Governmental and Regulatory Considerations
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8
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Globalization, Consolidation and Convergence in the automotive industry • The utilization rate of manufacturing facilities
 decreased over 10 % in the past ten years • The industry faces a glut of overcapacity• Only the emergence of markets with growing
 consumer demand can help to increase utilization rates in the industry
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9
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Globalization, Consolidation and Convergence in the automotive industry• As emerging markets open, competitive pressure to
 form strategic alliances increases• The largest manufacturers will expand into emerging
 markets to secure their long term production plans
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10
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Manufacturers consolidate platforms to unify development strategies worldwide• Consolidation provides
 • Access to new regional and emerging markets• Positioning in new price and model segments• Cost reduction through coordination of efforts• R & D cost reduction through coordination of effort• Better use of infrastructure assets
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 Aspects of GlobalizationAspects of GlobalizationEffect of Globalization on Business Strategy
 • Manufacturing, Platform Unification, Economies of Scale• This leads to platform consolidation
 • Impact R & D costs• Development time• Conserves capital resources
 • Worldwide platforms using a consistent architecture promotes the use of economies of scale in manufacturing
 • This can simplify many other issues relevant to manufacturing
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12
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Supply Chain Management, Finance• Global Platforms and the use of vehicle architectures
 may allow for simplification in the supply chain• Part consolidation• Supplier consolidation• Simplification of logistics, planning• Simplification of manufacturing processes
 • Globalization can improve resource utilization in manufacturing
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 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Supply Chain Management - Suppliers• Tier-1 suppliers assume more responsibility in the
 product development process.• Tier-1 suppliers follow the trend toward globalization• Allows automotive managers to focus more on market
 development, brand management, and marketing
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14
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Marketing & Brand Management• Marketing and Brand management occurs on multiple
 levels• Global marketing and brand management can
 develop marquee names• Biggest bang for the marketing dollar
 • Local markets fine tune the presentation to local taste• Effective Brand management is critical to a successful
 globalization effort
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 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Marketing, Brand Management• Managing local market preferences
 Powertrain Comfort• Fuel • Handling
 • Performance • Cost
 • Emissions • Style  • Features
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16
 Aspects of GlobalizationAspects of GlobalizationEffect of Globalization on Business Strategy
 • Distribution• Tradeoffs related to distribution mirror supply
 considerations• Balance economies of scale with single point of failure• Utilize operations management and system
 optimization to evaluate tradeoffs and identify optimal solutions
 • Length of Distribution Pipeline (days, weeks)• Transfer locations (latency and cycle time)• Demand rates
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 Aspects of GlobalizationAspects of GlobalizationEffect of Globalization on Business Strategy
 • Retailing• Automotive manufacturers have experimented with
 direct marketing strategies• Direct internet marketing• Company owned dealers
 • Mixed but mostly disappointing results• Retailing is rapidly adopting the use of new technology
 • Retailer based web sites• Network Connectivity with OEM Systems
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18
 Aspects of GlobalizationAspects of GlobalizationEffect of Globalization on Business Strategy
 • Transformation of Automotive Retail• Competition between manufacturers increase
 • Product Lines explode• Competitors move into lucrative markets
 • Dealership consolidation in response to intense competition
 • Manufacturers shift focus from suppliers to retailers• Retail margins decrease• The dealership experience has a great impact on
 customer satisfaction and can represent competitive advantage or liability.
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19
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Governmental and Regulatory Considerations• Safety -
 • Lighting, Passenger Restraints, Structural Integrity• Sustainability
 • Cradle to Grave• Environmental Regulations
 • Emissions output • Local Content• Labor Regulations
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20
 Aspects of GlobalizationAspects of Globalization
 Effect of Globalization on Business Strategy
 • Governmental and Regulatory Considerations• Convergence in the regulations will reduce the cost of
 doing business globally• NAFTA• European Union
 • Exceptions• United Kingdom• Went metric – But still right hand drive.
 • Asia Pacific?
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Considerations
 • Advantages
 • Disadvantages
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Considerations - – Enterprise Level Standards– Strong administrative systems– Well Defined Efficient Development Processes– Powerful Highly Integrated IT Infrastructure
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Considerations - – Multinational Cooperative Development Efforts– Unified Development Process– Clear and Focused Product Vision– Employ Strategic Platforms
 • Well Defined Product Architectures
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Customers care about distinctiveness; – Distinctiveness drives sales
 • Costs are driven by commonality• Given a particular product architecture there is a trade-off between
 distinctiveness and commonality• Product architecture dictates the nature of the trade-off between
 distinctiveness and commonality• Manage the trade off through platform planning
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 DFG ConsiderationsDFG ConsiderationsPlatform Planning
 • A cross-functional activity • Product planning• Marketing • Design • Manufacturing functions of the firm
 • Use a core team in platform planning• Platform planning focused around three information
 management tools:• The product plan• The differentiation plan• The commonization plan
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 DFG ConsiderationsDFG ConsiderationsPlatform Planning
 Top management should play a strong role in the platform planning process for three reasons:
 • Platform decisions are among the most important made by a company
 • Platform decisions may cut across several product lines or divisional boundaries
 • Platform decisions frequently require the resolution of cross-functional conflict
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 Advantages - Enterprise Level• Cost reduction• Increase market share• Increase profit• Efficient use of resources• Launch in new markets
 – Time to market– Barriers to entry– Market Segments
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Advantages - Product Development– Promotes Platform Approach– Promotes Systems and Architectural thinking
 • System partitioned and decomposed by– Functions – Features– Customer needs
 – Promotes understanding of the need to balance tradeoffs• Global versus local• Business versus engineering
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 Advantages – Product development– Manufacturing Economies of Scale – DFX implications in development, supply chain,
 manufacturing• DFMA
 – Part size and weight reduction– Part count reduction – Production process simplification
 • DFX – All of the other DFXs
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Disadvantages– Loss of local control– Loss of local specificity– Loss of local content– Potential logistical snafus
 • (Longshoremen Strike)– Concentration of resources in platforms
 • Increases business risk of failure– Time Zone Considerations
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 DFG ConsiderationsDFG Considerations
 Product Development under Globalization
 • Tradeoff management– Manage tension between Global and Local Needs in
 • Marketing • Economic Trends• Business Culture (DCX)
 – Management styles• Business Economics
 – Resource deployment and allocation• Product develop decisions
 – Commonality versus differentiation
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 DFG ConsiderationsDFG Considerations
 Brand and Product Differentiation
 Convergence Commonization
 Platform andArchitecture
 Platforms
 And
 Architecture
 Bridge the gap
 Between
 Commonization
 And
 Differentiation
 Product Development under Globalization
 • Tradeoff management
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 DFG ConsiderationsDFG Considerations
 – Differentiate where the customer will see the difference– Style– Size– Performance– Ride, Comfort– Controls
 – Commonize underlying architecture– Hard points– Body Electronics– Fuel distribution– Electrical
 Brand and Product Differentiation
 Convergence Commonization
 Platform andArchitecture
 Product Development under Globalization
 •Tradeoff management
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 DFG ConsiderationsDFG ConsiderationsGlobal Brand Management
 General Motors Chevrolet Vauxhall BuickOpelHoldenPontiacCadillacGMCSaturnSaabPartialOwnershipFiatSubaruIsuzuSuzuki
 Ford  FordMercuryLincolnVolvoMazdaJaguarLand RoverAstonMartin
 Toyota  ToyotaDaihatsuLexus
 Volkswagen VolkswagenAudiBentleySkodaSeatBugattiLamborghini
 Daimler Chrysler
 ChryslerDodgeJeepMercedes-BenzFreightlinerSmartWestern StarDetroit Diesel
 PartialOwnershipMitsubishiHyundaiKia
 Renault Nissan Partialownership
 NissanSamsungDaciaInfinitiVolvoTruckMack Truck
 Independents  Honda / Acura BMW / Rolls-Royce / Mini Peugeot / Citroën (PSA) Porsche Rover/MG Proton / Lotus
 Others
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 http://www.globalauto.org/global.htm
 Retailing Strategy across Platform and Market Toyota
 Japanese Dealer Network
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 Retailing Strategy across Platform and Market Nissan
 http://www.globalauto.org/global.htm
 NISSAN Current models as of April 1st, 2002
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 DFG – DFG – Ford by Region and CountryFord by Region and Country
 North America Europe Asia Pacific
 Central & South
 AmericaMiddle East Africa Caribbean
 CanadaMexicoUnited States
 AustriaBelgiumCzech RepublicFinlandFranceGermanyGreeceHungaryIrelandItalyNetherlandsPolandPortugalRussian FederationSpainSwitzerlandTurkeyUkraineUnited Kingdom
 American SamoaAustraliaBangladeshBruneiCambodiaChinaHong KongIndiaIndonesiaJapanKoreaMalaysiaNew CaledoniaNew ZealandPapua New GuineaPhilippinesSingaporeThailandVietnam
 ArgentinaBelizeBoliviaBrazilChileColombiaCosta RicaEcuadorEl SalvadorGuatemalaHondurasNicaraguaPanamaParaguayPeruUruguayVenezuela 
 BahrainIsraelJordanKuwaitLebanonOmanQatarSaudi ArabiaSyriaTurkeyUnited Arab EmiratesYemen    
  
 AngolaEgyptEthiopiaGabonIvory CoastKenyaMadagascarMalawiMauritiusMoroccoMozambiqueSenegalSeychellesSouth AfricaTanzaniaTunisiaUgandaZambiaZimbabwe  
 AntiguaArubaBahamasBarbadosBermudaCayman IslandsDominicaDominican RepublicGrenadaHaitiJamaicaNetherlands AntillesPuerto RicoSt. KittsSt. LuciaTrinidadU.S. Virgin Islands 
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 DF GlobalizationDF Globalization
 Automotive quest for a “ World Car ”
 • The global automotive industry has for decades been attempting to develop and produce “world cars” for the mass market that can be sold around the world with only minimal modifications
 • The “world car” strategy has traditionally only been successful in the upper end of the consumer market with cars of international appeal such as Rolls-Royce, Mercedes, BMW, and Porsche
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 DF GlobalizationDF Globalization
 • Benefits:– If the world car strategy successfully brought into the mass-
 market segment would result in tremendous economies of scale for the automotive industry that would drastically reduce development and manufacturing costs
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 DF GlobalizationDF GlobalizationGlobalization of Markets and Production
 • Globalization is based on the belief that the world is becoming more homogenous; distinctions between national markets are fading and for some products may actually disappear
 • Firms are able to capitalize on the blending of national markets through attacking these markets with universal strategies and products
 • Firms are also able to capitalize on the disparities of production costs between nations through locating their production facilities in the low cost markets; although this is less of a benefit in the automotive industry due to the high logistics costs involved in transporting vehicles between markets
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 DF GlobalizationDF GlobalizationHow can globalization have cost benefits to
 AUTOMOTIVE INDUSTRY?• OEMs have traditionally taken a multinational strategy in forming a
 global strategy. For example, the OEMs have traditionally operated separate organizations in North America, Europe, Asia, and South America that for the most part have acted independently with little if any synergies across organizations, resulted in substantial inefficiencies in product development costs and to a lesser extent production costs
 • Developed and launched overlapping models • Develop more models in quicker time to meet the changing tastes of
 consumers
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 DF GlobalizationDF Globalization
 Complications in Development “World Cars”
 • In 1990’s, three noticeable attempts were made at producing a world car. Honda made an attempt with its Accord model, Ford with its Mondeo/Contour models, and GM with is Cadillac Catera / Opel Omega models
 • All three of these models fell far short of their goals of achieving global success in the European, North American, and Asian markets for many reasons
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 DF GlobalizationDF Globalization
 Reasons for failures
 • Major theme in the failures of these world cars is the trade-offs in their development that were needed to satisfy the distinct preferences of the consumers in these different geographic markets
 • Additional reason why these vehicles failed:– Tastes – Infrastructure/Economics– Rules and Regulations
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 DF GlobalizationDF Globalization
 Taste
 • Significant differences in taste in automobiles still exist between the people in the different geographic markets
 • Among these changes in tastes include preferences in automobile size, design, and visual
 • For example: Ford Mondeo/Contour • Cockpit
 – Well accepted in the European market – North American market found the interior of this
 automobile too cramped
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45
 DF GlobalizationDF Globalization
 • Continued,• GM subsidiary Saturn
 – Taste disparity • Europeans perceive an automobile construction of steel panels • Plastic construction is a growing trend in North America for
 cost and performance reasons
 Conclusion:For a world car to be successful, the cultural differences between the different regions of the world will need to diminish even further. Over time, the diminishing of these cultural differences is a foreseeable Outcome; however this is evolution is not going to happen over night
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 DF GlobalizationDF Globalization
 Infrastructure / Economics
 • Developing a world car that will satisfy the preferences of consumers in North America and Asia is created by the differences in the road infrastructures between these two regions
 • For example– North Americans prefer large roomy cars – Asians who prefer a car small enough to squeeze through
 their crowded city streets
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 DF GlobalizationDF Globalization
 Economics • Create another major challenge in developing a world car. For
 example, the disparities in the price of gasoline in the different regions • For Example:
 – Europeans are obsessed with fuel economy – Americans who for the most part are more concerned about
 acceleration and performance
 Conclusion:
 The infrastructures present in the different regions of the world were
 created over centuries in time in response to the demographics and
 geographies of these areas and are not going to change overnight
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 DF GlobalizationDF Globalization
 Rules and Regulations • Rules and regulations are also forming hurdles to the
 success of a world car. • For example:
 – Safety and emissions regulations vary significantly across national markets. In less developed countries such as those of Southeast Asia, regulations are more relaxed as compared to the developed countries
 – Even between Europe and North America, significant differences exit in safety and emissions regulations
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 DF GlobalizationDF Globalization
 • Conclusion:
 OEMs have found tailoring their products to the specific requirements of these markets to be the most cost effective way to compete. As the developing world emerges and as globalization influences the developed world the differences in rules and regulations will start to fade; however, this change will take many decades

Page 50
						

50
 DF GlobalizationDF Globalization
 Current Automotive OEM Global Strategy Trends
 • As discussed, the global marketplace will not be able to support a world car strategy for another couple of decades
 • Automotive OEMs have adopted a “global above platform” strategy to capitalize on the current global market
 • Under the global platform strategy, vehicles are tailored by local design and engineering off of a common platform for each market
 • A study by the consulting firm Rollen Berger predicts by 2010 82% of all car models will share a common platform compared to 65% today
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 DF GlobalizationDF Globalization
 1996 Contour 1996 Mondeo
 Ford Contour versus the Ford Mondeo
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 DF GlobalizationDF Globalization
 Ford Contour versus the Ford Mondeo
 • Commonality Achieved• Frame, Chassis• Glass• Electronics
 • Differentiation:• Powertrain
 •Engine electronic•EEC calibration•Engines
 • Suspension• Seating• Emission• Tire
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 DFG Case StudiesDFG Case Studies
 2000 Ford Mondeo
 Close resemblances between the American and European vehicle style
 2000 Ford Contour
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 DF GlobalizationDF Globalization
 2000 Contour U.S. Powertrain
 Engine Size BHP Engine Type Transmission
 2.0 – 16v 130 Gasoline Automatic
 2.0 – 16v 130 Gasoline 5-speed Manual
 2.5 – 16v 165 Gasoline Automatic
 2.5 – 16v 165 Gasoline 5-Speed Manual
 2.5 – SVT 200 Gasoline 5 Speed Manual
 3 Optional engines 2.0L, 2.5L, and 2.5 SVT
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 DF GlobalizationDF Globalization2000 Mondeo Europe Powertrain
 Engine Size BHP Engine Type Transmission
 1.6i – 6v 90 Gasoline Automatic
 1.6i - TD 88 Gasoline 5-speed Manual
 1.8i 115 Gasoline 5-Speed Manual
 2.0 – 16v 136 Gasoline 5-Speed Manual
 2.0L – 16v 130 Gasoline 5 Speed Manual
 2.5 – ST200 205 Gasoline 5 Speed Manual
 2.5 – 16v 170 Gasoline 5 Speed Manual
 2.5 – ST200 202 Gasoline 5 Speed Manual• 8 Optional engines 1.6L to 2.5 L gasoline. • 1 automatic transmission. The rest are 5 speed manual transmissions
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 DF GlobalizationDF Globalization2002 Ford Focus of Europe
 3 Doors Hatchback5 Doors Hatchback
 5 Doors Estate 4 Doors Saloon
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 DF GlobalizationDF Globalization2002 Ford Focus of U. S.
 4 Doors Sedan ZX5 5 Doors Hatchback
 5 Doors Wagon ZX3 3 Doors Hatchback
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 DF GlobalizationDF Globalization2002 Ford Focus
 Europe versus United States• Commonality Achieved
 • Frame, Chassis• Body panels• Glass• Electronics
 • Differentiation:• Powertrain
 • Engine Electronic• Engines• EEC calibration
 • Seating• Tire• Emission• Suspension
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 DF GlobalizationDF Globalization
 Engine Size BHP Engine Type Transmission
 1.6i – 16v 100 Gasoline Automatic
 1.6i -16v 100 Gasoline 5-speed Manual
 1.8 115 DTCi 5-Speed Manual
 1.8 115 DTCi 5-Speed Manual
 1.8 90 DTDi 5 Speed Manual
 2.0i – 16v 130 Gasoline 5 Speed Manual
 1.8i – 16v 115 Gasoline 5 Speed Manual
 2.0 – ST170 170 Gasoline 5 Speed Manual
 2002 Focus Of Europe - Powertrain
 8 Optional engines, 5 gasoline and 3 diesel, all 5 speed manual
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 DFEDFE
 Engine Size BHP Engine Type Transmission
 2.0 SPI 110 Gasoline Automatic
 2.0 SPI 110 Gasoline 5-speed Manual
 2.0 – 16v 130 Gasoline Automatic
 2.0 – 16v 130 Gasoline 5-Speed Manual
 2.0 – SVT 170 Gasoline 5 Speed Manual
 2002 Focus Of U.S. - Powertrain
 3 Options engines all are 2.0L gasoline
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 DFG Industries DFG Industries
 Globalization is emerging as a critical part of
 business planning in a number of industries
 • Automotive• Aircraft Manufacturing • Household Appliances • Pharmaceuticals
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 DFEDFE
 • Abbreviations:– BHP Peak Horse Power– DTCi Direct Turbo Charge Injection– DTDi Direct Turbo Direct Injection– OEM Original Equipment Manufacturer– R&D Research & Development– IT Information Technology– NAFTA North America Free Trade Agreement
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