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What is Innovation?



What is Innovation?

Innovation is...
The realization of ideas

Something new or different is
introduced

A key step in renewal of...
« A product
* A process

* An organization
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Who innovates the best? Where do we look for best practice?

The World‘s Most Innovative Companies 2011

Rank Name

1. APPLE

For dominating the business landscape, in 101 ways
2. TWITTER

For five years of explosive growth that have redefined communication
3. FACEBOOK
For 600 million users, despite Hollywood

NISSAN
reating the Leaf, the first mass-market all el  ectric car
5. GROUPON
For reinvigorating retail -- and turning down $6 billion.
6. GOOGLE
For instantly upgrading the search experience
7. DAWNING INFORMATION INDUSTRY
For building the world's fastest supercomputer
8. NETFLIX

For streaming itself into a $9 billion powerhouse (and crushing Blockbuster)
9. ZYNGA

For being the $500 million alpha dog of social gaming

10. EPOCRATES

For giving doctors and nurses instant drug reference

Source Fast Company , Feb 2011
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Why is Innovation Important? What is Changing?

Innovation as a
© Performance differentiator

© Pathway to reduce Cost of Poor
Quality
< Growth enabler

What is changing:
© Complexity is increasing
© Compliance is increasing
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What is Innovation? What is Required from Quality Professionals?

Inventors
Convert cash to ideas

Decision
Innovators
Convert ideas to cash
Innovation
Ford | Eison
Innovation requires discipline and resolve to compl ete

the realization of ideas!

Quality is paramount in the process!




What is the changing role of Quality Management?

What started as Quality Assurance & Quality Control
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IS now, simply Quality, but now means so much more.
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It's all about Quality Leadership:

18 months ago, Continental expanded the
role of Quality Leadership, and started on a
two year initiative - Quality First
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About Continental



Continental Worldwide

g‘ panies during the past 30 years

.

» Acquired 50 c‘

Status: January 2010
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From Rubber to Electronics —
139 Years of Progress and Innovation

1998 2001

(Ontinental* (@Ontinental® ITT T EMIC 0 SIEMENS VDO

AUTOMOTIVE MOTOROLA
Solid Tires Pneumatic Brakes & Body & Telematics Powertrain
Tires Chassis Powertrain & Infotainment
Controls Controls Electronics Telematics
&
Electronics

Automotive Acquisitions
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Continental Vision

* We make individual mobility safer, more comfortable, and more
sustainable

» Performance is our passion

» Creating value is our driving force
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Continental Worldwide Position
Based on Innovation / Sustained by Innovation

No. 1 Worldwide No. 2 Worldwide

Chassis control systems Diesel and gasoline injection systems
Piezo common rail injection systems Tire pressure monitoring systems
GPS-based on-board toll collection units High-pressure gasoline injectors
Airbag electronics Access systems Electronic Brake Systems
Driver assistance systems Engine actuators Secondary displays
NOx, flex-fuel & knock sensors Sensor systems Brake hoses
Telematics systems Instrumentation

Tachographs Air suspension systems

Foundation brakes  Body electronics Brake boosters

Fuel supply systems  Transmission control units



Targeting Industry Megatrends

Safety

Increase in safety

systems in the vehicle.

Safe mobility.
Chassis & Safety
Interior
Tires
ContiTech

Environment

Conservation of natural
resources.
Sustained mobility.

Chassis & Safety
Powertrain
Interior

Tires

ContiTech

Affordable Cars

Information

Sophisticated information
management in the vehicle.
Intelligent mobility.

Interior

Growing demand for individual mobility in future markets.

Chassis & Safety
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Quality without Compromise

Quality determines the satisfaction of those connected with our company:
Our customers

We convince them with our performance and innovation. We supply them with flawless
products and services to their highest satisfaction.

Our suppliers
The reliability and quality of their performance are prerequisite for successful cooperation.
Our employees

We foster their capabilities and personal development, and acknowledge their
performance.
Their commitment and expertise secure our success.

Our shareholders

We strive to achieve continuous financial success and growth, thereby justifying their
confidence in us.

Our society

We stand by our social responsibility. The long-term protection of people and the
environment is an integral part of our activities.
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Meeting the Challenges:
Quality First Initiative



Challenges to Quality

Integration through acquisition

Organizational renewal and
Integration

Inconsistent systems between
Internal parties

Size and scope of organization
Speed or frequency of innovation
Competition

Change takes time and commitment.
Perception is_ reality.
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Why Quality Matters

Direct impact on profitability

Ensures successful product launches
Limits recalls

Establishes credibility with customers
Global platforms critical for growth
Quality is more than just PPM statistics

Quality assurance has a strong role in any ___ innovations
process or organizational renewal.
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Continental’s Commitment to Innovation:
Making Quality First when Delivering ldeas to Marke t

Our Situation
Continental is made up of nearly 50 companies broug ht together over the last 30 years
27 are new within the last six years.

Successful innovation with speed and flexibility wi Il require an unprecedented level of
discipline and quality focus.

“Quality First”

1. Quality Mindset 2. First Measures 3. Long -Term Measures
Quality Culture from the Rules to guarantee Er?duc;t LgerCycIe (fPLC)
top. success, Standard QMS as rules t(')r clivery 0

a must! innovation.
Our Goal

Robust products and flawless launches — customers fe el confident going to market.
Quiality First in everything we do.



Standard QMS: Driving Processes for Innovation.

Product Life Cycle management is the core of
any successful QMS and the key to sustainable
innovation in any organization.

Company Strategy & Business Plannin

PRODUCT LIFE CYCLE
Project Management

Quality Leadership is essential in securing a
workable Process Landscape in any
organization

Engineering >

Operation
/ Supplier Management

Customer Management
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[ Continuous Improvement ]
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J | Business Review & Control

[ Business Support

Management | Value-added |
Proc

Processes | Support Processes I




Product Life Cycle (PLC)

PLC frequent review and Gate
(Milestones) review and signoff required
for projects to proceed

Ensures and documents compliance
Escalation process included

Quality hurdles at every phase



Product Life Cycle (PLC)
Engineering (E) and Project Milestones (G)

Gates are set on product & project & process level, while E-Levels are set for the product,
its components, and its parts. However, E-Levels usually are prerequisites for gates.

Engineerin
E10 E55 E70 giheering
Elo project TeChn|Ca|
specific R |
E20 ES0 EGO E8O eleases
Product
v v v Releases
v v v v v
Final Production Production Series Delivery
Opportunity Quote  Order Concept Design  Design Design Process Production Launch Production Obligation
approved approved received approved defined stable validated confirmed approved completed ended ended
GlO GZO G3O G4O G50 G55 G60 G70 G80 G90 G100 G110

v v v Vv Vv Vv 'V 'V

Innovation Quotation Concept Development Industri- Product Production Series After Series
& Roadmap Refinemen P alization Validation Ramp-Up Production

All Continental Automotive projects follow common m llestones.




Quality Group Goal

Networked culture that enables and fosters creativi ty

Fast reliable transformation of creativity through Innovation.
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Where do we go from here?



Current Environment

Automotive is undergoing unprecedented change & gro wth
Global platforms mean greater opportunities to scal e innovation
Any company can innovate —

The quality of innovation will be the key different lator

25 © Continental AG



Our Keys to Success

Enable entrepreneurial action and ensure a networke  d culture
Maintain strict cost discipline

Focus on environmental sustainability

Establish global business leadership through innova tion
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Thank You



