
How fit for the future is  
the automotive industry?
Steering and planning a product  
portfolio that is compliant with emission 
standards and still profitable
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Stricter CO2 regulations are  
putting European OEMs under 
pressure and demand a new 
approach to steering and planning 

Risk of severe penalties  
and loss of reputation
The CO2 emission limits set by the  
European Commission put many car  
manufacturers in a challenging situation – 
not only for 2020 but for years to come.  
The CO2 emission limits will continue  
to be lowered and are currently estimated  
to drop by a total of 37.5 percent by 2030.1 

1   EU Commission Proposal dated 6 February 2018.
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According to current projections, eight out 
of thirteen manufacturers will not manage 
to keep within the 2020 target of 95g of CO2 
emissions per kilometer.² Automotive com-
panies that don’t adjust their steering and 
planning strategies in the near future risk 
billions in fines and damage to their public 
reputation.
 

Fig. 1 – Core challenges of steering CO2 emissions
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Counteractive measures  
must be taken immediately
Car manufacturers will be forced to place 
a stronger focus on the issue of CO2 in 
the coming years. In particular, they must 
address the question of how to combine 
their vehicles and types of propulsion in 
the most profitable way, simultaneously 
fulfilling legal requirements and customer 
preferences. This will require the reassess-
ment of current sales management and 
the expansion of existing KPIs to include 
CO2 emissions as a further key element of 
control.

2   Manager-Magazin (12/2018).
3   Regulation (EC) No 443/2009.
4   Regulation (EC) No 333/2014.
5   Deloitte’s Global Automotive Consumer Study 2019.

Fig. 2 – Progression of CO2 emission limits
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A frequently mentioned lever for reaching 
CO2 compliance is increasing sales of elec-
tric and hybrid vehicles. However, recent 
survey results from 2019 show that only  
35 percent of customers are interested in
hybrid or electric cars.5 This illustrates the 
complexity of the issue and how address-
ing it will require an accordingly broad 
approach. The necessary changes in steer-
ing and planning can only be reached by 
rethinking all current processes as a whole 
and by creating interdepartmental teams, 
combining expertise from strategy, sales, 
research and development and financial 
departments.
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CO2 compliance can only be 
achieved by taking an integrated 
approach to short- and long-term 
steering and planning

First step: Effectively combining short- 
and long-term steering and planning 
In order to be prepared for the upcoming 
challenges, it is essential that companies 
link strategic (long-term) steering with 
operative (short-term) steering. This 
becomes even clearer after a closer look at 
the measures that OEMs have available to 
reach CO2 compliance. As illustrated by the 
chart on the right, the biggest lever for CO2 
optimization lies in long-term planning. 

This is where appropriate adjustments can 
be made to the product portfolio, as such 
changes can require many years of prepa-
ration and development. These goals are 
then broken down for short-term steering 
to ensure that customer decisions that do 
not comply with the business plan can be 
cushioned and that appropriate counterac-
tive measures can be taken during the year. 
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Fig. 3 – Impact of measures on CO2 emissions

Measures
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Portfolio-related measures High

Shift in product mix from conventional to electrical High

Pricing measures

 • Reduction/Increase of list prices
Medium

Short-term volume planning/Shift in product mix
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 • Reduction of CO2-non-compliant cars

Low

 None   Low   Medium  High   Very high
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Long-term planning lays the 
foundation for a CO2-conform 
product portfolio and consequently 
for CO2 compliance

Necessary action in  
long-term steering and planning
The goal of long-term steering and planning 
must be to create a strategic, CO2-conform 
product portfolio. Such a portfolio cannot 
focus only on today’s performance indica-
tors such as sales and profit contribution. 
Instead, these figures must be weighted 
according to their impact on CO2 emissions. 
A single focus on the profitability of the 
company is no longer sufficient and must 
be replaced by a broader perspective. Com-
panies will continuously have to balance 
losses in terms of profitability with potential 
fines and loss of reputation as well as addi-
tionally required technical measures.

There are several possible approaches to 
optimize the strategic product portfolio. 
So far, the focus has been on shifting, elim-
inating and adding vehicles, engines and 
gearboxes. A stronger integration of CO2 
into the whole process will require thinking 
about additional technical measures with 
(minor) product upgrades to reduce CO2 
emissions (e.g. engines with better emission 
standards) becoming more important.

The basis for a  
CO2-conform and 
profitable product 
portfolio lies in long-
term planning. Only 
minor adjustments  
can be made in the 
short term
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This implies that current product portfolio 
teams will have to be expanded to include 
additional experts from new fields and  
that decision-making bodies will need to  
be established to weigh profitability and 
CO2 compliance.

In addition, it is important to remember 
that strategic positioning must not be 
ignored in favor of purely tactical product 
decisions.
 

Fig. 4 – Simplified example of a 10-year plan
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Automotive manufacturers that mainly dis-
tinguish themselves from the competition 
by the technology of their conventional 
motors are particularly challenged to cap-
tivate their customers with an entirely new 
product portfolio and to define appropriate 
unique selling propositions. This will be 
necessary to create a CO2-conform product 
portfolio that can secure long-term success. 
However, making these changes requires 
new incentives and sales strategies.
 

 Original plan   Optimized plan
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Differences between planned 
and actual CO2 emissions must 
be addressed using short-term 
measures

Necessary action in short-term  
steering and planning 
Developing a strategic, CO2-conform 
product portfolio in long-term steering and 
planning does not necessarily mean that 

potential fines and loss in reputation can 
be fully avoided. Instead, a company must 
continuously evaluate whether the actual 
purchase decisions made by customers 
correspond to the current plan.

Fig. 5 – Illustration of short-term deviation analysis for monthly forecasts
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Therefore, the key element of short-term 
steering and planning is to ensure trans-
parency on the current state of CO2 com-
pliance throughout the year. This includes 
the integration and comparison of targeted 
and real values. If a significant deviation 
from the target is identified, short-term 
corrective measures must be introduced 
to counteract potential fines and loss in 
reputation.

Two factors are important to enable a 
timely response:

1.   The car manufacturer must ensure a 
regular, quick escalation process as 
potential measures, which frequently 
impact the product range, often take 
time before their efficiency is reflected 
in the results. 
 

2.   It is essential to integrate dealers and 
importers as they ultimately drive cus-
tomer decisions and position vehicles 
on the market. These stakeholders 
must not just be informed. Instead, 
management of these players must 
be rethought as a whole, as today’s 
incentive schemes are mainly focused 
on profitability and do not yet take CO2 
into account.

The complexity of these 
processes can only be  
controlled with the help of 
professional system support

Linking information is crucial
Due to the complexity of the information 
required for managing CO2 emissions and 
profitability, professional system support 
is essential for dealing with the issue 
efficiently. This is the only way to ensure 
that information is quickly transferred from 
the source system and that suitable and 

correct mappings can be created bet- 
ween individual departments (e.g. finance,  
development and sales). A joint system  
ensures that all departments have the 
same information (“Single Source of Truth”) 
and that appropriate measures can  
be jointly developed based on identical  
assumptions. 
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In addition to the added value of a shared 
database and engaging reports, the advan- 
tage of a professional system solution is the 
possibility of using statistical models to aut-
omize portfolio optimization, which means 
that the system can display decision- 
making structures and run simulations 
following set parameters and based on 
mathematical rules. This could simplify the 
monthly evaluation of potential corrective 
measures, which could then be fine-tuned 
by the relevant experts. 

Fig. 6 – Deloitte tool for CO2 steering and planning

Fig. 7 – Deloitte tool for CO2 steering and planning
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A CO2-conform and profitable 
portfolio is possible, provided the 
course is set early on

Implications 
Automotive manufacturers will have to bat-
tle with the increased requirements of com-
plying with the new CO2 regulations. Loss of 
profitability resulting from these changes 
can only be avoided to a limited extent. The 
companies that best manage this challenge 
will be the ones that start working today on 
their strategy to introduce CO2 into their 
processes as a new element of control. This 
does not only include developing a strategic 
perspective but also keeping track of short-
term measures. Combining short- and long-
term steering and planning as well as using 
an appropriate system support solution is 
indispensable for maintaining transparency 
on the current situation and for developing 
the necessary measures to create an opti-
mized portfolio that focusses equally on 
profitability and CO2 compliance.
 

Preparations for  
stricter regulations  
must start today 
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