
1. A few fundamental points 
to consider…. 

A. Is the product core to the company 

B. The driver for outsourcing……………cost, availability, logistics 

C. Assessment of local industry first 

D. Assessment of offshore sources / partners 

E. Second sourcing / back up 

F. Culture and Ethics 

G. Time requirements 

H. Quality Control 

I. Compliance to Standards 

J. Logistics and Transport 

K. Environmental Issues 
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Design or not to Design?..........the commercial 
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1. Pillars of a successful product 

2. Type of customers 

3. The Markets 

4. Manufacturing 

5. Final Product Cost 

6. Potential conflicts and issues 

7. …..all put together! 
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1. Customer questions…… 

• Can you develop my product idea? 

• How much is the design going to cost? 

• How long is it going to take? 

• What’s the final production cost? 

• Who can do all the other stuff? 
Commercialisation? 
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1. Pillars of a successful product design 
• Demand in the market / competitors / 

competitor products 

• Sound commercial standing of 
customer……” hurt money”  

• Time to market 

• Final product cost 

• Distribution channels (direct / internet 
/ distributor)  

• Good specification (provided or 
established with the customer) 

• Chemistry between customer and 
designer 
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2. Types of customers 

• Micro (Entrepreneurs/startups ) 

• Sme (established small companies 5 – 20 
employees) 

• sMe (established 20 -100 employees) 

• Big   (100+ employees / $100mil +) 
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2.1 Micro Customers 
 

• HIGH risk! 
• No money…..Venture Capital / crowd 

funding 
• Can be non-technical….hence no 

specification 
• Mostly entrepreneurs………….great with 

ideas / NOT great with structure 
• They will try to 

- Pick your brain 
- Get you to do work for free 
- Change spec…feature creep 
- Not  pay the bills 
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2.2 Small Customers  
• Money can be tight!…..Venture 

Capital / crowd funding 
• Very niche….are an expert in 

their field 
• Write specification with the 

customer 
• Speed is most 

essential……………cash flow poor 
and must grow quickly 
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Okay to work with BUT 
NO room for errors! 



2.3 Medium Customers 
 

• Money is available 
• Know their field of expertise and 

market position 
• Specification is provided and 

detailed 
• Good long term customer 
• Will engage in more designs if first 

one is a success! 
 

 

 

Very Good to work with! 
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2.3 Large Customers  
• Money is available 
• Know their field of expertise and 

market position 
• Specification is provided and 

detailed 
• Good long term customer 
• Will engage in more designs if first 

one is a success! 
• Watch:  can be slow and internal 

structure may add overheads! 
 

 

Good to work with! 
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Green Tech / Solar 
• Low volumes 

• High Margins 

• Low – Med risks 

 

Defence/ Military 
• Low volumes 

• High Margins 

• Med –High risks 

3. The Markets & Risks 
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Utilities / Gas / Water 
• Low – High volumes 

• Low - High Margins 

• Med –High risks 

 

Mining 
•Low volumes 

•High margin 

•Med – High risk 

Transport 
• Low to Medium volumes 

• Medium margins 

• Low – med risk 

Consumers 
• High volumes 

• Low Margins 

• low risks 

 

Medical/Scientific 
• Low volumes 

• High margin 

• High risk 



4.6 Who do I need to partner with? 

Look at the gaps between your 
services and the customer’s 
requirements 
• Other design engineers 
• Industrial Designers  
• Suppliers 
• Manufacturers 
• Government /State 

Development 
• Investors 
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4. Manufacturing 
• Involve manufacturer at the beginning 

• Check capabilities of manufacturer 

• What processes are required? 

• Low – high volumes?..outsourcing  

• Prototype runs 

• Cable looms 

• Conformal coating / potting 

• Mechanical enclosures and assembly 
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5. Industrial Design Partners 

• Look at the skill set 
•Previous projects 
•Make sure they understand 

the tooling process 
•Make sure they can fill your 

gaps! 
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5. Final Product Cost 

• The million dollar 
question…..how much is the 
final product costing me? 

• How to give costing feedback 
on a product which hasn’t 
been developed? 
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5. Product Costing Guidelines (1) 

• The BOM to Sales price ration……….an easy way to calculate 
approx. final product costing! 

 

 

• Commercial /industrial products 1 : 4  (production cost $25 / RRP $100) 

 

• Manufacturer BOM cost = $25 plus labour and margin = $50  
• Reseller/ IP owner  /  System Integrator = $100 
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5. Product Costing Guidelines (2) 

• Consumer goods 1 : 6     (production cost $17 / retail price $100) 

 

• Manufacturer BOM cost = $17 plus labour and margin = $35  
• Reseller/ IP owner   = $60-70 
• Distributor  = $100  

 

• Ration can vary depending on customer/ product/supply chain 
and volumes! 
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5. 1 Some examples (Apple) 

• The hardware cost of an Apple Watch Sport model was about 24 
percent of the suggested retail price compared with 29-38 percent for 
the iPhone maker's other products. 

• The Apple Watch Sport 38 mm costs $349 and the teardown shows a 
bill of materials of $81.20. 

• Ratio 4.3 : 1 
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http://gadgets.ndtv.com/tags/apple-watch


5. 2 Same Examples 
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•BOM cost of a chlorinator 
including cell  = $150 -
$200. 

•Retail price of a 
chlorinator system $600 
to $800 

•Ratio 4 : 1 

 



5. 2 Same Examples 
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• BOM cost of a motor controller $93. 

• Retail price of a chlorinator system 
$445 

• Ratio 4.78 : 1 

 

 

 



6. Potential conflicts or issues! 

• Who owns the IP………….who pays 
owns it?! 

• Specification ……watch feature 
creep 

• Design is okay but production cost 
is too high…. 

• Customer ran out of money 

• Personality clashes 
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7. ….all put together 

• Understand your potential customer 

• Make sure everyone in the supply chain can make money! 

• State the risks (technical and commercial) clearly 

• Collaborate with peer engineers / manufacturers / etc 

 

=> If you think it is not going to work……guess what?! 
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…… and that’s it! 

 

• Questions? 
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1. PlayStation 
> Category: Video game console 
> Total sales: 344 million units 
> Parent company: Sony 

5. iPad 
> Category: Tablet 
> Total sales: 211 million units 
> Parent company: Apple 


