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Abstract 

Under the concept of "Industry 4.0", production processes will be pushed to be increasingly interconnected, 
information based on a real time basis and, necessarily, much more efficient. In this context, capacity optimization 
goes beyond the traditional aim of capacity maximization, contributing also for organization’s profitability and value. 
Indeed, lean management and continuous improvement approaches suggest capacity optimization instead of 
maximization. The study of capacity optimization and costing models is an important research topic that deserves 
contributions from both the practical and theoretical perspectives. This paper presents and discusses a mathematical 
model for capacity management based on different costing models (ABC and TDABC). A generic model has been 
developed and it was used to analyze idle capacity and to design strategies towards the maximization of organization’s 
value. The trade-off capacity maximization vs operational efficiency is highlighted and it is shown that capacity 
optimization might hide operational inefficiency.  
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1. Introduction 

The cost of idle capacity is a fundamental information for companies and their management of extreme importance 
in modern production systems. In general, it is defined as unused capacity or production potential and can be measured 
in several ways: tons of production, available hours of manufacturing, etc. The management of the idle capacity 
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Abstract 

The major business drivers in the automotive industry are the vast globalization of markets with strong European, American and 
Japanese companies and the increasing political emphasis in building up local competition in emerging markets. To create a 
green-field automotive company, one should innovate the original approach, create new products or enter new lines of business. 
The company should enhance efficiency and effectiveness from the very start based on market orientation, enthusiastic 
employees, and increase value chain collaboration. This requires a holistic approach to design, manage, and continuously 
improve the organization based on the automotive core business processes with strong respect to customer interfaces. 
This case study describes the economic and social dimension of a Chinese-Israeli green-field company in the starting phase with 
excellent product results, but failing go-to-market success. 
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1. Introduction 
 

   Emerging countries have a need to catch up in the automotive industry. The growth potential is still huge as 
the penetration rate of passenger cars in China is low compared with other major developed and emerging 
markets. Ownership of cars in China with 89 cars per thousand people in 2013 is less than half of Brazil, and is 
less than 20 per cent of Western European markets. The auto inventory will increase dramatically in the coming 
years. The prognosis for China is 300 cars per thousand people in 2030 [1].  
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  National policies try to facilitate the buildup of own automotive industry. The Chinese government is 
determined to support local Chinese companies and grants high subsidies for new energy vehicles (NEV). The 
Chinese independent original equipment manufacturers (OEM) are catching up. In the future, there will be a lot 
more local players because NEVs with electric powertrains are less complicated to develop, compared to 
traditional internal combustion engines.  
   
  Furthermore, multinational corporations have a lot of legacies in their entities. A traditional car company 
spends about $ 3 billion to bring a new car model to market. New ventures in emerging countries can be leaner 
in its investments and much more agile. 
 
  The competitiveness of new ventures in emerging countries is based on an innovative business model and an 
appropriate implementation. The technology is the major aspect, becoming a relevant player in the automotive 
industry. Equally important is the social dimension, especially in the organization and the people of an 
innovative venture. The human factor establishing a positive and productive social environment is a key factor. 
Only the balanced approach of that trinity generates success in the market, see Fig. 1.  
 

 
 

Fig. 1.  Trinity of a successful business 
 

  The case study describes the economic and the social dimension of the international car company Qoros 
Automotive Co., Ltd. (Qoros), headquartered in China. The company started as a green-field car manufacturer 
in 2007 and had excellent product results, but failing go-to-market success in the starting phase. The ecological 
dimension as a NEV was not focus at that time end of 2013. 
   
  The paper explains the methodology of an innovative organizational approach and the critical factors for 
success. It starts with an overview on global automotive markets, followed by the automotive management 
framework based on a generic business process model, rethinking the traditional organization. 
  
 
2. Global automotive markets and Chinese automotive industry 
 
  Automotive markets are still growing. The passenger car market counts 82mn. vehicles in 2016 with an 
expected growth of +1,6% to 83.3mn. in 2017 [2].  The prognosis for 2020 is 88.3mn. vehicles worldwide, an 
increase by another 6 percent. China, USA and West Europe are the biggest markets, but the emerging countries 
are the drivers of growth for the coming years. The actual sales forecast expects a stagnation in the USA and in 
Europe. China will have slower growth rates, compared to former years. Sales in Brazil will recover from a low 
base to 2.2 mn., and India will have a solid growth of about 50% from 3 mn. cars in 2016 to 4.4 mn. cars in 
2020, see Fig. 2. 
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Fig. 2. Car Market Outlook 2020 [2] 
 
  In 2012, a research counted 104 car manufacturers worldwide – about two thirds in the emerging countries, 
and 46 with Chinese origin [3]. The globally acting American, European and Japanese car manufactures with 
their vast scale advantages and huge installed bases are dominating the worldwide automotive markets. The first 
10 OEMs count for 75% of built cars in 2012. The Chinese OEMs don`t play a significant role up to now, 
international joint ventures have the market leadership in China. Chinese local players are weak especially in 
the quality of their cars. The Chinese government force a localization approach to shift from high class brands 
to more affordable automobiles of “national”/local brands with a focus on export capabilities. Some Chinese 
OEM try to make a big leap by acquiring former major western OEMs, e.g. SAIC bought Rover from BMW 
and Geely took over Volvo.  
   
  In the following the managerial tasks and challenges of the automotive industry will be outlined based on the 
working principles of automotive value chains, its main influencing factors and trends. 
 

3. Automotive management framework and generic business process model 
 

Automotive Management Framework (AMF) [4] introduces guiding principles for automotive- and mobility-
related management and the organization of an automotive company. The framework describes the working 
principles of the automotive value chain, and presents its main influencing and environmental factors, see Fig. 
3.  The external, macro-environmental factors are politics, ecology, society, and technology. The basis for 
competitive advantage is the market positioning of the automotive firm, brands and products (market-based 
view) and the bundle of valuable resources at the firms’ disposal (resource-based view). 
 
  The business model of the AMF follows the generic business process methodology [5]. The focus lies on three 
core business processes for value creation: The Product Process with the objective to create innovative and 
mature products, the Customer Order Process to achieve a robust order-to-delivery process, and the 
Customer Relationship & Service Process with the objective of an excellent customer retention. The core 
business processes are governed by Enterprise & Brand Management Processes for global governance and 
supplemented by Support Processes to provide efficient support. 
 
  All core business processes have direct market interfaces at the beginning and at the end of the process. The 
customer interfaces give an unambiguous feedback and force concentration on downstream activities, 
increasing project management, and integration abilities. 
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