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Autonomous Vehicles:
Panacea, Problem, or
Both?
By: Mike Krell

What’s a technology analyst to do when
asked their views on autonomous vehicles? As an extremely pragmatic analyst,
my views are contradictory and mixed, to
say the least. While on one hand, I recognize that autonomous vehicles are right
up with sliced bread in terms of greatness, on the other I also know that they
could be a real menace and pose real
danger to society.
So, where should we start? First, let’s get some definitions out
of the way. According to the Society of Automotive Engineers
and the National Highway Transportation and Safety Administration, there are five levels of driving automation. Let’s not
concern ourselves with Levels 0-3 which all have drivers behind
the wheel. Levels 4-5, High Automation and Full Automation,
respectively, are what I am really interested in. (Refer to the SAE
“Automation Levels” chart on page 3 for more details about
each level of automation.)

“the future” is key here. It’s time to put away the idea that fully
autonomous driving is right around the corner. I believe that it
won’t be until the second half of the 2020’s (at the earliest) that
we will see a significant number of autonomous vehicles on the
road. I also believe that most of those vehicles will be long-haul
trucks rather than consumer vehicles and that they will not be
level 4-5 but more likely level 3-4 of autonomy.
Why trucks? Simple supply/demand and economics. Today, we
have a huge need for long-haul truckers and not enough bodies
to fill the seats. By implementing autonomous technologies in
these trucks, we can make the existing driving pool more efficient, while simultaneously reducing the transportation costs.
(More on how I get to these conclusions later.)
So if technology isn’t the only key to opening up our roads to
autonomous vehicles, then what’s missing? What else needs be
addressed? A lot, in turns out: Business. Insurance. Traffic. Regulatory and cultural issues. And we haven’t even gotten started
on cloud usage/storage, privacy, and security. Let’s look at these
issues a little more closely.

As a technology analyst with more than 30 years experience of
working with technology companies, I fully expect that our best
and brightest are capable of developing self-driving cars. This is
not to say there aren’t substantial challenges to making this happen. I do believe, however, that we can solve the technological
problems inherent to designing artificially intelligent vehicles
capable of safely operating themselves in the future. The term
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Business Issues

Regulatory Issues

Resolving these business issues and questions will be critical to the successful deployment of autonomous vehicles.
To understand how important, we need to ask ourselves:

Regulators should and will play a critical part in the introduction of autonomous cars to our roadways. The real question is what (and how great) a role they will play. Regulations
must strike a balance between looking out for consumers,
providing for the greater good, and not stifling competition.
Regulations will provide great benefits such as reducing traffic deaths, lowering emissions, and making roadways more
efficient. However, we’re not going to wake up one morning
and with autonomous vehicles monopolizing our roadways,
so regulations will need to be modified over time as technology advances and as our driving landscape evolves and
more autonomous vehicles begin sharing the road with human pilots.

• How will users pay for transportation in the future –
will they buy or share cars?
• How will we deal with current transportation workers
losing jobs such as taxi drivers and truckers?
• Who owns the data harvested from these vehicles, and
how will it be used?
• What about privacy? Moreover, what about security?
Insurance
Simply put, if I’m not driving the car, why do I need insurance? But if not the driver, then who does carry it? A driverless car changes the current insurance model, shifting
the cost of insurance toward automakers and away from
drivers and car owners. However, if the manufacturer must
pick up this new cost, won’t that cost just be passed on to
consumers? By the way, what happens when the car is not
fully autonomous but, say, a level 3 with a driver behind the
wheel? How will we determine if the accident is the driver’s
or the car’s fault?

Given all these issues, there are positives and negatives to
sharing the road with self-driving vehicles.
The Plus Side
Safety is the #1 reason for autonomous vehicles. NHTSA figures show that 94% of accidents are related to human error.
Removing human error with autonomous vehicles would
drastically slash both the number and the severity of accidents that occur. No drunk or distracted drivers behind
the wheel. A significant drop in insurance liability coverage
should naturally follow.
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Efficiency. Autonomous cars drive more smoothly –
no fast starts and stops—and they run at speeds that
can be optimized for gas savings. Cars can drive closer together with predictable traffic patterns, reducing congestion and allowing for more density on the
roads. Think “no rubbernecking.”
Productivity – consider all the lost time and productivity (both business and personal) resulting from
commuters sitting in traffic.

The Minus Side
Hackers. Autonomous vehicles are an irresistible
target for hackers who can create untold amounts of
damage by causing malicious accidents or hijacking
vehicles, carrying either people &/or the cargo in
them.

vehicles. These non-autonomous vehicles, driven by
people, won’t act with the predictability of autonomous vehicles. In addition, how will consumers react
to the new norms? Will they continue to buy cars
(so they can leave personal items in it) or will they
only use shared vehicles. Or will new models like
time-sharing come into play?
The Bottom Line
I end where I started–I’m extremely pragmatic about
the future of autonomous vehicles. Right now, I think
the hype greatly outweighs the reality. Current hype
may be concentrated around consumer vehicles, but
I believe that we will quickly realize that the greater,
more immediate potential lies in commercial vehicles. Providing significant economic and safety benefits to society will top our personal convenience. The
technological progress we have made is astounding
– and will continue to advance at a rapid clip. Technology, however, will not be the key factor in how
quickly these vehicles hit the road (in great numbers).
Cultural, economic and regulatory issues, though in
the background right now, will quickly become the
key factors determining when and how autonomous
vehicles will fill our roadways.

Safety. Unaccounted detours, changes in traffic patterns, animals on the road, unclear lane markings,
faulty traffic lights, and bad conditions such as heavy
rain, snow or unpaved roads, may not be known in
advance and must be dealt with real-time. In addition, the inability to respond to safety employees (police, fire) hand signals and spoken commands is a real
concern.
Humans. I don’t see a situation in the future where
there are no driven cars. Whether cars, motorcycles,
mopeds, or classic vehicles, people love to drive and
will need to learn to share the road with autonomous
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Fun Facts:
-According to the National Insurance Crime Bureau’s (NICB) 2017 annual “Hot Wheels” report of the top
ten most stolen vehicles in the United States, two models accounted for 42% of the top ten most stolen
vehicles in 2016: the 1997 Honda Accord and the 1998 Honda Civic.
-The math behind horsepower (HP): 1HP is defined as the power needed to lift 550 lbs and travel 1 foot in
1 second. Over a sustained period of time, however, the average horse will actually only produce ~0.7HP.
The 1997 Honda Accord is capable of 130-170 HP--realistically that’s 186-243 horses.
-The 1946 Cisitalia 202 GT is made of a single sheet of aluminum and is considered so beautiful that it is
permanently exhibited in the New York Museum of Modern Art. The car was only in manufacturing from
1947 to 1952, and during that time, only 170 were ever produced.
-The 1970 Oldsmobile 442 is capable of going from 0 to 60 mph in less than six seconds. The 2015 Tesla
Model S P90D with the Ludicrous battery upgrade can go from 0 to 60 mph in 2.6 seconds.
-In the US, Nevada was the first to issue licenses and allow Google to test their self-driving cars on public
streets, and 2 1 states have now passed legislation related to autonomous vehicles: Alabama, Arkansas,
California, Colorado, Connecticut, Florida, Georgia, Illinois, Louisiana, Michigan, New York, Nevada,
North Carolina, North Dakota, Pennsylvania, South Carolina, Tennessee, Texas, Utah, Virginia and Vermont—and Washington DC;
-In the past 20 years, surveys and contests across the board (from Top Gear to The Globe and Mail) have
consistently named the Fiat Multipla and Pontiac Aztek as the top two ugliest cars ever produced.
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What You Don’t
Know About the
Dealer’s Back Office
By: Bill Brehm

In 2017 there were about 17 million
new cars sold in the US, and as anyone that has purchased a car from
a dealer, in the last 20 years can attest, once you set your deal with the
salesman, you are only halfway done.
The reason for that is there are a lot
of forms and other things to look at
once you get to see the Finance Manager. It is what happens in the “back
office” that actually seals your deal.
Not knowing what really happens
there is why many connected car
solutions fail to convert sales to the
public through the dealer as a sales
channel. By looking at the back office priorities, it may be possible to
better understand why it is a difficult
sales channel and gain insight to developing a more refined approach.

This has caused there to be a dramatic increase in the paperwork needed to complete the sale. That being said, in
order to sell into that market and utilize the dealer back
office as a sales channel, we first need to know what the
priorities are of the person who finalizes all the paperwork (much like closing a home at the title company) and
align with their priorities to help make sales happen.
Priority One: Seal the Deal
The first priority that a dealer gives to a Finance Manager
(the person in the back office) is to “Secure the Deal.” If
they can do nothing else, they are to ensure the correct
closing paperwork required by the state licensing authority is done, that waivers to mitigate liability are completed,
that the customer is closed, that the purchase is complete,
and that payment is secured for the sale of the vehicle for
the dealership. Anything else they do is extra.

What Does the Back Office Sales Guy Actuallly
Care About?
One of the first things many people don’t comprehend is
that the purchase of a car is second only to the purchase
of a home in size and commitment for the consumer.
110 E. Houston St., 7th Floor, San Antonio, TX 78205 / 210.401.0051 / http://www.Jbrehm.com

6

A Connected Conversation
Volume 4 / Issue 1 / February 2018

Priority Two: Keep ‘Em Coming Back!
Priority number two is to tie the customer to the dealership. This is done by offering the consumer finance and
aftermarket insurance products. Some examples of these
are extended service and maintenance contracts to ensure the customer returns to the dealer’s service department where they can be treated as long term customers
as well as sold parts and labor at a premium. Other examples of things they offer are tire road hazard insurance
plans, GAP insurance policies, and Credit Life insurance.
These insurance policies are designed to give the dealer
first shot at taking care of the customer should there be a
loss of some kind.
Priority Three: Never Leave Money on the Table
The third priority of the F&I office is the sale of aftermarket products. This year officials at the SEMA Show in Las
Vegas estimated that over 2500 new aftermarket automotive products were introduced. That means there are tons
of things that can be added to any vehicle on the market. Connected car products must compete with window
tint, upgraded tires and wheels, bumpers, trailer hitches,
bumpers, and numerous other things, and still fit in the
consumer’s payment budget. For the consumer these decisions get tough. Bottom line, there just isn’t time to offer
everything that could be sold in the Back Office.

If that is not enough, everything a dealer does is surveyed
by the automobile manufacturer for Customer Satisfaction. If something could jeopardize the CSI rating of the
dealer, it simply will not get included. If you look, most
everything sold in the “back office” has a third-party insurance policy or contract that takes the dealer off
the hook for any issues and can be prorated for cost if it
needs to be eliminated. That allows them to pass any CSI
(customer service index) issues to that contract or policy
holder.
Final Thoughts
Automotive dealers have had to adapt to numerous
changes in the pricing structure of their vehicles in the
last decade. The use of the internet to obtain “fair pricing” has lead to eroding margins due to the reduction of
markup and the ability for many Dealers and salespeople to “deal”. Unfortunately for most dealers their tactics
have not changed much since the mid 1990’s causing sales
people to have problems deciding what to provide. New
business models have been adopted by many dealership
owners, but they are still very similar to the dealers of
old. Bottom line is still about turning the capital. In the
end, the questions “How do I get paid and how fast?“ continue to be the ones actually driving the industry at the
ground-level.

In addition, most people don’t realize that most staff positions in a car dealership are paid via commission. This
adds to the complexity of offering aftermarket solutions.
With so many choices, the products dealership personnel
sell need to have an immediate payoff in order for the person selling the product to even consider if it is worth offering it. Products with low initial costs and long tail pay outs
benefit the dealership owner and the telematics product
manufacturer, but rarely the person selling the product, so
they simply don’t get offered.
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Come See Us At...
For 2018, we will be present at:
1. Omnitracs Outlook Conference 2018

February 25-28, 2018
Gaylord Opryland Resort & Convention Center
Nashville, TN

2. Mobile World Congress
February 26-March 1, 2018
Fira Gran Via & Fira Monjuic
Barcelona, Spain

James Brehm & Associates is a consulting and marketing intelligence firm that provides project-based and
retainedstrategicadvisoryservicestotechnologycompaniesworldwide.WithafirmfocusontheInternetofThings(IoT),
Machine-to-Machine (M2M) Communications, and Big Data Analytics, Jame Brehm & Associates provides actionable
insight and direction to a wide range of organizations including Communications Service Providers, Hardware
Maunufacturers, Software Vendors, OEMs, Private Equity, and venture Capital Firms. Through projects on market size
andshare,competitiveintelligence,productdevelopment,go-to-marketstrategy,andclient-specificconsultingservices,
we help companies reach their maximum potential. http://www.jbrehm.com
If you’d like to continue to receive The Connected Conversation, please email info@jbrehm.com or call (210) 401-0051.
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