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Auto industry focus:
How automotive suppliers are
rethinking their talent strategies

As the automotive industry evolves,
OEMs and tier 1 suppliers are
investing in new kinds of talent—
and confronting the challenge of
the impact of nontraditional hires
on their existing cultures. A dozen
leaders offer their thoughts on
what's working.




AUTO INDUSTRY FOCUS: HOW AUTOMOTIVE SUPPLIERS ARE RETHINKING THEIR TALENT STRATEGIES

The automotive industry is undergoing a seismic shift, and original equipment
manufacturers (OEMs) and tier 1 suppliers are having to evolve their workforces to
keep up. These companies must now attract and retain leaders with the skills to

spur innovation in a range of emerging areas, from electrification and autonomous
driving to connectivity and new models of mobility. And they must do so in a context
of volatile market structures and business models.

Succeeding in this new era will require bringing aboard leaders with new skill sets,
but it's not as simple as just hiring software engineers or data scientists. OEMs
must think critically about how they meld nontraditional leaders with their existing
workforce and culture—which one leader we talked with described as “quite a
closed system.” It's crucial that OEMs establish processes and structures to ensure
these leaders can be as effective as possible.

We spoke with 12 executives at OEMs in Europe and North America about
their talent strategies and how they are meeting the challenges of successfully
onboarding new expertise.

In this time of change for the industry, many OEMs are bringing in leaders with
nontraditional skills to break old habits, increase agility, inspire creativity and
innovation, and, in some instances, help the organization own more of the value
chain. “A frequent goal is to internalize the value chain—for example, software-
defined vehicle hubs, in-house cell technologies, and batteries—to enable faster,
more agile, and independent transformation,” said one automotive executive.

In the long run, most OEMs are seeking to develop leaders with these skills and
capabilities, often adapting long-standing apprenticeship programs, but for now,
these goals require a range of new approaches in hiring, including:

Competing with technology giants for talent. Many of the executives
we spoke with indicated their organizations are hiring leaders from other
industries with expertise in software, coding, Al, and semiconductor

O and battery technologies. “Often, these candidates come from well-
known tech giants or tier 2 or 3 suppliers, particularly for semiconductor
m or software development expertise,” said one executive.

Hiring to enhance customer experience and digital marketing. Many
OEMs are looking for people who can help them create dynamic user
experiences, pulling in candidates from fashion, gaming, technology,
and music production, said one executive. Some are especially keen

on a background in direct-to-consumer business models, as OEMs are
increasingly interested in bypassing traditional dealerships to sell straight
to the end user. That approach requires people talented not only in
customer service but also in e-commerce and digital marketing. “We've
started looking at people from subscription and e-commerce,” said one
executive. "Cars have to be built with 100% connected services now.”

CIC

Exploring talent in new geographies. In addition to the search for new
kinds of skills, learnings from the pandemic have supported some OEMs
as they rethink the geographies from which they recruit, executives told us.
“Sourcing for tech talent tends to focus on the US, India, Israel, and, to a
lesser extent, Taiwan and Korea,” one executive noted. And more leaders
in other roles, such as sales or marketing, can successfully be located

close to priority markets rather than in the headquarters' country.
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Of course, the goal is not a full-scale turnover from traditional to new. Executives
who are embracing experts with nontraditional skills indicate it's critical to
appropriately balance these individuals and those from traditional OEM
backgrounds, particularly when it comes to advanced engineering. “You need
someone who understands the auto industry but has roots somewhere else,” one
executive told us. “Otherwise, you will not end up with innovation.”

Even with these new approaches taking root, the automotive industry to date
remains quite insular, relying mostly on its own talent pool. That is especially true at
the highest levels of the organization—boards, in particular, remain heavily weighted
toward automotive veterans.

Even though companies are seeking a balance of old and new, not full turnover,
they face some clear challenges, starting with compensation. “We question if we
can afford to tap into the real tech talent,” said one executive. “We have an office
in Silicon Valley, but we have to ask ourselves if we're willing to pay double or triple
for this talent than we would for people recruited from elsewhere.” Meanwhile,
companies that decide to front the money can still struggle with their pitch to these
candidates, who are accustomed to flatter organizational structures, rapid iteration,
and software-centric approaches.

When people with nontraditional backgrounds do join the team, it can then be
challenging to effectively integrate and retain them. “We hire these people, but are
we ready for them and what they can do?” asked one OEM executive. Her company
hired an autonomous engineer who developed an autonomous offering that piqued
excitement, but the company could hardly move fast enough to invest in and
implement it.

Another executive spoke of the quick pace of a talented new hire's first few months,
when new impulses and external perspectives are plentiful. But a frustrating reality
often sets in. “The overly complex structures, lengthy processes, and internal politics
quickly become draining,” the executive said.

Cultural differences can be an impediment too. “I have yet to see someone come
in from a major tech company with a ruthless performance management style and
succeed,” said one OEM executive. Another shared: “This is the world's largest
small industry, and there are certain nuances about the industry that might trip you
up if you didn't grow up in it.”

In the end, according to the executives we spoke with, few top-level lateral hires stay
for more than three years.
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Overcoming these challenges requires a shift in how automotive companies position
themselves as employers and how they structure their work environments. The
executives we spoke to recommended a few critical actions that can help OEMs set
up nontraditional hires for success.

Prioritize a thorough onboarding to the company and culture

Nontraditional hires require nontraditional onboarding procedures. The companies
best at this start well before hire, for example, by including colleagues in the
interview process and linking new hires to shifts in strategy. Once someone is on
board, the process should include a thorough rundown of the informal structures,
alliances, relationships, and internal politics of the company. “The automotive
industry is too complex and entangled in these alliances for lateral hires to have

an impact without this extra support,” said one OEM executive. New hires should
also know what they're in for, with trainings that provide a complete overview of
the industry and where it's headed. "We are at a crossroads: we have franchise
agreements with dealers and are trying to sell to the end customer,” one executive
mused. “"The future and the past are converging.”

In addition, new hires must have a clear view of company culture—and language, for
that matter—so they can work within its bounds to create progress. Leaders who try
to impose a different culture on an OEM organization will fail, one executive said.
“The auto culture is very risk-averse,” noted another. Tech companies often quickly
create flawed software and then improve it on the fly, but that doesn’t work in the auto
industry. “Building a car and brakes—it has to work every time,” the executive added.

In a sign of culture’s importance to long-term success, some automotive OEMs

are actively adapting their culture to be a better fit for a diverse range of talent. Of
course, these shifts take time—and effective leadership from CEOs. "Without the
leadership of the CEO pushing us into a new talent culture, much of the external
talent would struggle,” said one executive.

Provide independence and trust

Lateral hires need the independence and authority to make quick decisions. “They
need to be able to form their own teams, operate as independently as possible
from committees and hierarchies, and have access to sufficient budget to take quick
action without getting bogged down in lengthy budget approval processes,” said
one executive. That's not to say they should be entirely siloed, this leader noted,
but integration can come largely through specific cross-functional connections and
support from advisory boards.

It's vital that leaders provide the new hire sufficient space, several executives
noted. “The openness of the board of directors and CEO, who set aside their
biases, allowed me an opportunity to think differently and try new things,” said one
executive who was hired into automotive. "It really comes down to one thing: trust.
They are curious and want to know my perspective.”

1 For more on CEOs’ role in shaping and maintaining cultures, see Rose Gailey, lan Johnston, and Holly McLeod,
"Aligning culture with the bottom line," Heidrick & Struggles, July 24, 2023, heidrick.com.
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Encourage small shifts

Many leaders from nontraditional backgrounds are accustomed to moving quickly
and making bold changes. But in the new environment, starting small can work best,
some OEMs have found. “We hire people who drive change in an evolutionary way,
not a revolutionary way,” said one executive.

Top-down implementations often fail. New leaders who take the time to understand
the heritage and pride ingrained in automotive organizations will be better equipped
to acknowledge and build upon it. “Convincing people to make small changes, then
expand on them, is the fastest way to succeed,” said one executive. “| encourage new
leaders to make the smallest provable change as the first building block.”

Explore new avenues to access talent

OEMs struggling to hire and onboard leaders with different skill sets and
backgrounds should also consider thinking outside the box, executives said. “There
is very little talent flow in the context of joint ventures or other forms of close
collaboration,” one executive noted. OEMs could also find value in working with
other companies to build flexible, creative models for sharing talent—even if only
for a two- or three-year placement. And they can benefit from considering
on-demand leadership for discrete projects or to drive specific change programs.

As business models continue to evolve, OEMs and tier 1 suppliers will have to meet
their need for new kinds of talent, and preferably faster than their competitors. So
far, not all have bought in, and the ones that have are realizing it's not easy to enable
these nontraditional hires for success. They should, however, use their struggles

in these early days to determine the path forward, informing their strategies to

combine automotive heritage with the future of mobility.
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skills required to win in this complex environment. They
need commercially focused leaders who can develop
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need leaders who have the ability to make both an
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Leaders of Heidrick & Struggles’ Industrial Practice

Global Americas Asia Pacific and Middle East = Europe and Africa
Jane Bargmann Sara E. Spiering David Hui Fabrice Lebecq

Boston Chicago Hong Kong Brussels
jbargmann@heidrick.com sspiering@heidrick.com dhui@heidrick.com flebecg@heidrick.com

W E H E I_ P O U R C I_ | E N TS C H A N G E T H E WO R |_ D, Copyright © 2024 Heidrick & Struggles International, Inc.

All rights reserved. Reproduction without permission is

O N E I_ E A D E R S H | P —l— E A M A—l— A T| M E ® F;‘ss;l():itti\eljo'l;;anci?:arks and logos are copyrights of their





