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Company and Product Introduction

- Panasonic History -

1918 Founded by Konosuke Matsushita
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Improved attachment plug Double cluster socket

-y

2008 Changed the company name to
Panasonic Corporation

2009 Acquired SANYO Electric
2018 100" Anniversary of the foundation

Contributing to the progress of society
and the well-being of people through Head Office : Osaka, Japan
our business activities Foundation : March, 1918

[ gl President : Kazuhiro Tsuga
L The founder, Konosuke Matsushita
Employees : 249,520
(consolidated as of March 2016)
Panasonic AUTOMOTIVE B




Company and Product Introduction

- Products -

Video
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About Myself '

» Joined Matsushita Electronics (Panasonic) in 1984

» Head of Television Business (2009 - 2012)

» Head of Automotive Infotainment Business (2013 -)

(*Studied MOT at university from 2014 to 2016)

Car interior cockpit
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Background of my MOT Research:

» Why are the results so different ?
( Home Electronics vs Automotive )
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MOT Research Introduction:

- About Commoditization

» Definition of Commoditization
Company cannot gain profit from its business,
because many competitors join the market and cause price down of the products.

> “Value Creation” and “Value Capture” are required for the company.
Home Electronics industry are weak in “Value Capture”

Value Creation

Technology / Product

. Value Creation Process
Value Creation

Value Capture

Business Value
Creation

(Professor Kentaro Nobeoka / Hitotsubashi University said)
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The Implications of my Research:

- How to Avoid Commoditization

> “Value Capture” means co-creation of Customer Value.
» To achieve this, two-way pass (Conveyed Value / Value Evaluation) is required.

K —————————— = \
I
New function
Conveyed
Value o
Q Customer c
5 Service (Co-creation) g
= Value G
Evaluation
I
L e e e e e e e e o
K Model of Customer Value Creation /
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The Implications of my Research: :

- Cycle of Customer Value Creation (KSF)

» By continuing this cycle, the company can accumulate the experience
and the know-how, which will allow continued co-creation of customer value

Customer Customer Customer
Value Value
E Value Value
ncounter Evaluation Proposal
___________ A ‘
A 4

New Value 1 New Value 2 New Value 3

Cycle to Avoid Commoditizing by Creating Value
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Presentation Overview

Implications of MOT Research

Mechanism to avoid
commoditization

Theory of Constraints
(Goldratt)

— 4

Systematic knowledge
with analysis of past
case studies

Hard Science

Applied TOC to
actual business

\§ J

Case Study Evaluation
(GPS)
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Japanese GPS Market (product features)

» Mainstream was Audio/Video/Navigation Integrated Stationary-type Products

AV-integrated stationary Portable type GPS
K type GPS
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Japanese GPS Market (commoditized)

» Even though the market increased, the price consistently went down
= Became atypical commoditized market

60% . (IPN)

Penetration rate for () Commercial GPS

0% Tintegrated GPS 140000 — price-transition—1)
40% 120000 -

, 100000 -
S0 80000 -
20% 60000

, 40000
10% 1 ; 20000
o% ln-ns : . Yahqo. Map . 0

1990 1995 2000 2005 2010

Red Ocean

Accelerates
Commoditization

Hard to
198800 . .
d  Differentiate |
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How we dealt with GPS Business’s Challenge

(How we met TOC Innovation)

(/ [Acknowledgement

]

Market has been
in Red Ocean

— Low Profitability

P

»
/

A

-

[Cause Analysis]

Appealing functions
as a differentiator

— Customer's interest
is ONLY price.

N

»
/

P

<

[Hypothesis Set]

Focusing on customers
troubles

— Break out from
commoditization

-

Searched for a way (process) to evaluate the hypothesis

-

[

Started to implement “TOC for Innovation” from 2015

Panasonic AUTOMOTIVE



1. Introduction

2. Commodity Business in Red Ocean

3. TOC for Innovation

4. On-going process of creating customer value

Panasonic AUTOMOTIVE



Process of TOC for Innovation

“Value is created by removing a significant limitation for the customer, in a way
that was not possible before, and to the extent that no significant competitor

can deliver.”
Dr. Eliyahu M _(Goldratt
STEP1 Value Proposition
(1. Find the value=2. Concept Design and Evaluation)

Business Modelling

STEP2 (Business Model Design, Evaluate Value as a Business)
Execution
STEP3 (Product/ Service Development)

A 4

STEP4 | Launch into the Market as a Next-generation Product
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SUZ#8 Value Propositionl:

TOC-way of finding Value

» 3 Ways in Searching for Value Creation

(1) Customer’s Eyes (——)

Find Customer’s Troubles
(UDE) Analyze.

Increasing the Value of
Product/ Proposal

(3) Product’s Eyes (2) Market’s Eyes (+

(11) +)
Analyze impact of quantum Analyze unigue needs
—_changes in product parameters - | around the world
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SU=Z28 Value Propositionl:

Finding Value/Conducting Workshops

» What are the undesirable effects (UDE) for customer ?

2. Finding UDEs for selected

1. Extracting stakeholders stakeholder

3. Extracting influences (limitation
. /compromises) for the UDE »

e @)
A3
o tsds
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Value Proposition1:

Finding Value/Workshop Outcome

» Value found through this workshop = Large Screen for everyone

UDEs Solution
s - Screen too small to see e
V'S'b”!t.y - Hard to operate “ Eliminate 2 DIN
Operability || . cannot see HDTV \ constraints

* Cannot attach large screen
Limitation in my car

» Need customized installation

- Not attractive Design

Compromise | - Looks the same (No
difference)

PaI'IaSOI'Iic AUTOMOTIVE (*) DIN (Deutsches Institut fur Normung) GPS stated size



Value Proposition2:

Concept Design and Evaluation

» Designed a product concept utilizing the results of
“Customer’s Eyes”, “Market’s Eyes” and “Product’s Eyes”

Create Concept » Selecting the Concepts » Visualized the Concept

“Large Screen for Everyone” v Good Visibility

v' Advanced design
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Value Proposition2:

Concept Design and Evaluation

> Visualize the concept “Dynamic Screen for Everyone”

Infotainment
Center
Unit

D|sla , oBD2 )
]

Panasonic AUTOMOTIVE



Business Modelling (restructure)

~ Implementing Virtual Catalog ~

» Create a “Virtual Catalog” to evaluate this concept
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Virtual Catalog (1)
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STEP3&4 [Nl l]i[e])

~ Educating the Market ~

» Virtual Catalog allowed us to communicate with distributors and customers
before launch

* Conducted Training Sessions at distributors

[ Re-create “Virtual Catalog” continuously based on their feedback }
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Finally what we produced is....

(Built-in display) (F1D : Floating Display)
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Did F1D Break Out from Commoditization through this?

160

. Total # of car model types

140 -

120 .
# of Minicar

100 -
80
60

Many external awards won!

[Auto Sound Web Grand Prix][ Car Goods of the Year ] o
. @
;‘5
S
g

(Nikkan Automobile Newspaper . ) = models
| Grand Prix 2016 ][Good Design Award 2016) =

o e =2 /2N 600D DESIGN = :
Haa 2016 \&/ awarD 2016 Quantity of sales
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Before and After TOC for Innovation

(5) Convey concept

After vEllue develogel | using Virtual Catalog
NOT Conveyec (9) Distributors participated
Before w in the Innovation Activities
Value newly
developed CO\;‘G\lllﬁ)éed

Encounter
(Distributors)

Product
Development

Customer Value

Auedwo)
Jawolsn)

Value
Evaluation

(8) Solve issues,

and product (10) Product Value was conveyed

to Customers !

\_)\j_}
(7) Extract issues regarding (2) Create
_ product development _
Actualized Customer Value — ak ThroulRreduct Concept hijon
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Activities: Before and After

~ Before ~

» Weak communication through Encounter took long cycle to reflect the
‘voice of the market” into new product

Customer
Value

Customer

Customer
Value

Encounter

Company

New Value 3

24 months .
Cycle to Avoid Commoditizing by Creating Value

New Value 1 New Value 2
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Activities: Before and After

~ After ~

» Virtual Catalog (TOC for Innovation) allowed us to create short-cycle that
reflects the “voice of the market” to new product !

Customer

‘e
.
. .,
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‘e
.

{Customer
Value aue v,
L2

el “E!ll!H> p (=SS - =
Conveyed ‘ PVaIue | - e,
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Encounter Valudvalue Value d Valu X
valuatio aluat valuatio
Product 1
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New Value 1 New Value 2 New Value 3 -

Virtual Virtual
Company Catalog 2
12 months 12 months
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Cycle to Avoid Commoditizing by Creating Value
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Conclusion

> What we have achieved is...
Implications of MOT Research

Mechanism to avoid Theory of Constraints
commoditization (Goldratt)

@cial Scien@ Gard SciencD

><%)(Applied it to actual business

Case Study Evaluation
(GPS Market in Japan)

v

Created a reproducible process
to break through commodity business
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Panasonic

A Better Life, A Better World



