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HE AUTO INDUSTRY IS undergoing the

largest change in its history: in-vehicle
connectivity, electrification, autonomous
driving, and the shared economy are all
redefining what a vehicle can and should
be.

The transition from combustion engine to
electric vehicles (EVs) alone would have
been enough to rock the industry, but inno-
vation through software has become a
game changer.

In the midst of this unprecedented shift
within the mobility industry, automakers
need to accelerate speed to market and be-
come much more responsive to customers’
requirements—especially with regard to
digital features and services.

Companies that continue to work in the
traditional way won’t achieve the step
change needed to compete in this new en-
vironment. A handful of automakers are
already well on their way toward mastering
new, agile ways of working—and the re-
sults speak for themselves.

Why Agile?

At its core, agile comprises a set of princi-
ples that guide an entire way of working; it
does not constitute a dogmatic prescrip-
tion of specific structures and rituals. As
the automotive industry becomes increas-
ingly driven by innovation and software,
agile delivers many advantages, including
the following;:

e Better Products. With consumer
expectations at an all-time high,
automakers must understand what
guides buyers’ purchasing decisions and
respond rapidly. Agile teams continu-
ously engage with customers and
recognize changing market forces as
they emerge.

e Reduced Risk. With so much innova-
tion happening in vehicle design,
automakers can’t afford to get bogged
down with late-stage changes and
rework. Cross-functional, dedicated
teams have full visibility into products
and processes to minimize miscommu-
nication and delays.



o Accelerated Speed to Market. Auto-
makers need to find ways to keep up
the freshness of their products. Tradi-
tional, hardware-driven product cycles
must be managed in conjunction with
software-driven innovation so that new
functions and services can be updated
over any given vehicle’s lifetime.

e Cost Savings. The shift toward EVs and
autonomous driving requires a massive
investment for automakers—and
reducing costs is a priority. Agile ways
of working allow teams to increase
efficiency, boost productivity, and do
more with less.

In short, agile offers a secure foundation
upon which automakers can build the com-
pany of the future.

How Agile Is Solving Today’s
Biggest Challenges for Auto-
makers

Here are just a few ways that agile is help-
ing companies gain a competitive advan-
tage within the auto industry.

Deliver like a software company. The auto
industry is a proud one—and rightly so. It
has mastered functional excellence to get
the highest-quality products at optimal
costs in reasonably short periods of time.
But OEMs are now entering situations of
great uncertainty that require them to
move beyond solving well-defined prob-
lems in functional siloes. The technology-
driven revolution in mobility is changing
the rules—and automakers need to be
much more nimble, customer focused, and
innovative. In short, they must learn to
behave more like a software company.

One large global OEM has made agile a key
pillar of its strategy with a large-scale shift
to agile ways of working. In the first phase
of its agile transformation, the company
launched three pilots at the corporate level
to dramatically improve the speed of deci-
sion making regarding certain processes.
The pilots focused on:

e Optimizing the customer journey from
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the point of purchase to after-sales
maintenance

e Mastering data-driven marketing and
reducing dependence on external
providers

e Resolving customer issues faster than
ever before

With these pilots, online tools were devel-
oped twice as fast as they were before, digi-
tal marketing spending was reduced by
15%, and the time required to resolve cus-
tomer issues was cut in half.

In the second phase, the company restruc-
tured the overall organization to facilitate
agility. Teams were organized into tribes
(with a brand focus) and squads (with a
product focus), and decision making was
much more collaborative. For example, in-
stead of waiting to create campaigns for
products that were already defined, the
marketing team got involved early on, in
the development process. The agile trans-
formation started in two functions at the
corporate level and is now expanding to
reach more than 10,000 people at the en-
terprise level.

Satisfy customers through continuous
innovation. Consumers increasingly view
their vehicles as smartphones on wheels
rather than as utilitarian modes of trans-
portation—and expectations for freshness
have skyrocketed. Customers want more
frequent product releases, more advanced
autonomous features, and monthly (or
even weekly) real-time, over-the-air soft-
ware updates. With customers anticipating
new functionality on a continuous basis,
automakers must reorganize to meet this
demand.

To get products to market faster than ever
before, a global automaker in the US reor-
ganized its product development unit into
cross-functional, agile teams dedicated to
individual products. The teams live and
breathe their products and gain a deep fa-
miliarity with customers, focusing on all
three phases of any given product’s life cy-
cle: evolving next-generation vehicles, con-



figuring product features for optimum val-
ue, and delivering maximum profitability
for in-market vehicles. By reorganizing into
product-focused, agile teams, the company
accelerated development cycles by 40%
and improved engineering and capital effi-
ciency by 25%.

Cut costs—in just one month. Shared
autonomous EVs are poised to radically
change mobility in the US. It is estimated
that, by 2030, fleets of these EVs will
account for as much as 25% of all passen-
ger miles traveled by car in the US. As a
result, automakers’ production volumes
may come down by a significant amount.
Such a dramatic drop in volume is a
massive threat in and of itself, but the
problem is compounded by the fact that
automakers are simultaneously laying out
billions of dollars to compete in this new
world. It goes without saying that compa-
nies are under enormous pressure to cut
costs—quickly.

A global automaker in the EU used agile to
generate significant savings in a very short
period of time: approximately one month.
In the past, the company had set goals to
optimize product costs, but it became ap-
parent that despite the generation of many
innovative ideas, most were getting stalled
during implementation. To overcome this
hurdle, the company reorganized into
cross-functional teams—bringing together
experts in marketing, engineering, pur-
chasing, and vehicle programs—to identify
the best opportunities with high value in
the short term. The teams conducted a
data-driven analysis to get a 360-degree
perspective on product costs, including
consumer-facing elements as well as tech-
nical and commercial issues. Armed with
this knowledge, they launched focused
sprints to pursue new opportunities—and
teams were given the freedom to work to-
ward creative solutions and iterate quickly.
In a short period of time, the teams re-
ceived approval for a substantial number
of ideas (15 to 20), all of which were imple-
mented in vehicles.

These new ways of working are transform-
ing not only the automotive sector but also
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other industrial-goods sectors. Agile has the
potential to streamline the development
and production of a vast array of engi-
neered products, including consumer fau-
cets, oil well pads, and tires.

How to Get Started

Gaining momentum with agile ways of
working requires some upfront planning.
To maximize results, companies need to es-
tablish clear objectives and select a strate-
gic approach that best matches their partic-
ular business environment:

e Set the ambition. The first step in any
agile transformation is to evaluate the
company’s current maturity level,
identify specific business challenges,
and analyze the root causes of signifi-
cant inefficiencies. With this knowledge
in hand, senior leaders can effectively
align on the objectives that can be
achieved by becoming more agile.

e Secure buy-in from top management.
Unwavering commitment by senior
executives is essential. In an agile
transformation, changes in processes,
people, and ways of working are
occurring all at once, and some resis-
tance will inevitably arise. Senior
leaders play a top-down role in defining
the new organizational structure, but
they also need to enable people and
catalyze change from the bottom up.

e Big bang or wave by wave. It’s
important to decide at the outset how
the transformation will be managed.
With the “big bang” approach, leaders
redesign the organizational structure
and the operating model up front and
pursue an agile transformation simulta-
neously. This approach is best for
mature, agile organizations with a
reasonably high risk tolerance. For
companies with less agile experience
and less appetite for risk, the pilot-led—
or wave by wave—approach is prefera-
ble because quick wins can be achieved
within individual units, thus building
momentum for a larger agile transfor-
mation.


https://www.bcg.com/publications/2018/agile-starts-or-stops-at-the-top.aspx
https://www.bcg.com/publications/2018/agile-starts-or-stops-at-the-top.aspx

While some automakers have started to more core processes will need to be adapt-

use agile in discrete project teams, pro- ed—and that’s a significant operational
grams, or individual units, only a very few challenge. Given the numerous benefits of
have started to deploy agile at scale. As agile, reluctant OEMs would be well ad-

companies move from implementing agile vised to act quickly—because the trend to-
on individual projects to portfolios and, ul-  ward software-driven innovation will only
timately, to entire businesses, more and intensify in the coming years.
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