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The seismic shift towards software-defined vehicles
Traditionally, the automotive industry has been highly successfully at attracting 
talent. For decades, graduates regularly named automakers as top employers. In 
addition, the industry has successfully developed an ecosystem of academic joint 
ventures to foster innovation and ensure a strong talent pipeline.

In recent years, the automotive industry has transformed amid a seismic shift 
towards software-defined vehicles (SDVs). For drivers, SDVs promise to become the 
ultimate connected mobility device, with perks such as automated driving, inte-
grated services and personalized entertainment. Remote software updates and 
added features will enable a car to improve, rather than deteriorate, over its life-
time. 

It’s therefore no surprise that SDVs are at the forefront of the car industry’s thoughts, 
concerns and expectations. Inevitably, both challenges and opportunities lie ahead. 
A true tech company thinks and acts completely differently from a legacy carmaker. 
Yet these two need to speak the same language if they are to understand the rules of 
this new game and moreover, win at it. 
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More than one route to success?
Numerous hurdles lie ahead as OEMs strive to marry the old and the new, merging 
the tech world with that of legacy carmakers. For a start, major technical decisions 
and standards are not yet in place. In terms of progress, different automakers are at 
varying stages of their SDV journey. Early adopters started pursuing software as a 
strategic priority a decade ago. 

Meanwhile, those who joined later wonder if others have already won the race or 
if there is still time to catch up. Certain OEMs might have already overstepped the 
mark, struggling to set up dedicated entities to build fully-fledged software capa-
bilities. Some are proceeding more cautiously, taking a step-by-step approach to 
expanding their know-how. Others have chosen to rely on small teams. As one CEO 
of an auto-tech software company said, “It only takes 20–40 people to develop  
a good core software stack.”

Even after adapting their structures and successfully hiring top talents, automak-
ers struggle to retain software leaders. What can they do to achieve their strategic 
goals and set up their teams for success?

Egon Zehnder has conducted a series of interviews with leaders at OEMs and tier  
1 suppliers in Europe, US, China, Japan and Korea. These interviews reveal the latest 
industry developments and underline some common themes to show leaders the 
best route forward. 

Strategy is the starting point 
As we know, “Culture eats strategy for breakfast.” However, this does not mean 
that culture comes first. A company first needs to set its strategic direction before 
it can derive the right organizational structure and cultural norms to achieve that 
strategy.

For decades, car companies have started by understanding market requirements 
before deriving product roadmaps. They developed architectures or platforms and 
then developed vehicle models. This will not necessarily change in an SDV-driven 
world. However, the teams performing these tasks must have a comprehensive 
systems understanding. Understanding both hardware and software will enable 
them to develop architectures that set the right boundaries for future vehicles’ 
characteristics. 

The core value creation for OEMs used to be complete vehicle understanding, 
vehicle integration capabilities and mastering the complexity of development 
competitive propulsion systems. With increasing powertrain complexity, the rise of 
advanced driver-assistant systems and the shift towards more software, the playing 
field is now changing.
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When OEMs realized that software would become one of the core competences 
going forward, some initially aspired to own most of the software creation. More 
recently, some OEMs have focused on architecture and a few fundamental stacks.  
As with classical components, they derived a clear make vs buy strategy.

Rebalancing hardware and software
Based on their strategy, leading car companies have substantially adapted their 
R&D organization, e.g.,

	❙ Establishing strong architecture functions, combining hardware and  
software teams for a comprehensive systems understanding 

	❙ Rebalancing the top-level domain structure. ADAS and Infotainment  
have risen to the top level, while some traditional domains have been  
combined 

	❙ Introducing overarching responsibility for vehicle functions,  
sometimes in an additional matrix dimension, next to project leadership  
and module responsibility

How can companies successfully recruit, retain and develop successful teams to 
achieve their goals? We see three key elements: boldly aim for the best talent, build 
a new culture, and master the transition.

Leaders’ educational & career background
Functional heads for vehicle architecture, ADAS, infotainment, cloud platform, 
AI, battery and charging
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Be bold and aim for top talent
Historically, automotive leaders boast a world-class engineering background but 
lack substantial software experience. However, some of the newer OEMs have suc-
cessfully managed to introduce the same level of excellency in software know-how. 
Many have also brought leading-edge software know-how into the executive man-
agement team. 

In addition, they have managed to adopt a more differentiated approach when 
hiring software leaders. They carefully select who they should put in charge of 
which area, for example choosing candidates with deep systems integration under-
standing for architecture or a B2C software background for infotainment. They 
have started to build similar cooperative models between industry, academia, and 
start-up communities to develop stable talent pipelines.

Culture is make-or-break factor
Decades of successful engineering of high-quality vehicles shaped a hardware-cen-
tric culture that is a world apart from that of software. A car part was designed, 
built and then couldn’t be altered. A sophisticated system of engineering, testing 
and validation processes excelled at delivering complex products in a safety-domi-
nated industry. 

In contrast, the software approach is often based on recurring revenue models, 
with software updates improving a vehicle over its lifetime, as with smartphones. In 
future, a second-hand car in many ways should be a better vehicle than the one that 
originally left the factory. 

Leaders now need to bring both of these worlds together and merge the best ele-
ments of two contrasting cultures. However, this cultural integration and collabo-
ration will only work if there is commitment from the top and leaders are 100% on 
board. In other words, the C suite, ideally comprised of executives from both auto 
and software backgrounds, needs to find a common ground, identity and purpose, 
combining the best elements of a traditional automaker with those of a software 
company to create a new type of hybrid, “autosoft” company. 

And leaders need to win both employees’ hearts and minds, combining technical 
and strategic objectives with an emotionally appealing transformation story. 

Marrying the old with the new 
It’s clear that what worked in the past won’t work in the future. Nevertheless, tra-
ditional automotive heritage, expertise and experience still needs to be honored. 
Hardware experts are just as relevant today as they always have been. 

Going forward, this valuable hardware expertise needs to be combined with sophis-
ticated software strengths, skills, and competencies. In other words, for this cul-



tural transformation to work, all hands need to be on deck. Joint teams, com-
bining hardware and software know-how not only at the top, but on function 
or module level, will perform better if trusted, empowered to take decisions in 
 a “take risks, fail fast” approach, all within the architectural boundaries.

Lastly, process-related and individual KPIs need to be aligned with strategic targets, 
just as individual performance management dimensions need to be adapted to tar-
geted cultural norms.

Talent, strategy and leadership
In summary, it’s crucial now for OEMs to commit to the right strategy and organiza-
tional structure towards successful SDV development.

It’s also crucial for OEMs to identify and hire the right talents. Car companies need 
to create a new software-based talent ecosystem, such as the one already in place 
for “classical” engineers.

Finally, leaders need to adapt to the new culture. Automotive board members, 
many of whom rose to their position thanks to their experience and expertise, now 
have to lead people who are experts in areas that are totally unfamiliar to them. As 
a result, they need to adapt their leadership style, adopting a trust-based mentality, 
empowering combined teams in a less hierarchical way and allowing them to take 
risks to “fail fast.”

By following this threefold approach, OEMs can take advantage of a unique oppor-
tunity to merge the best elements of two opposing worlds, driving into the future 
with a new “autosoft” culture and leadership. 
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