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By 2035, Chinese carmakers will have launched three vehicle generations for every one their Western

competitors bring to market — at roughly half the cost. Against that benchmark, being the most innovative
family business in Europe is no longer the right ambition.

And yet, that is exactly where Europe's family-owned automotive suppliers stand today: ahead of their

peers, behind the global frontier.

"Three Chinese vehicle generations for every Western one by 2035 — at half the cost. That is the
benchmark that matters."

Why family ownership is structurally an advantage

Of the world's top 100 automotive suppliers, 13 are German — ten of them family-owned Mittelstand firms.

PwC's latest Family Business Survey confirms that this group also leads on Al: 25% of family-owned
automotive firms classify themselves as early adopters of Al and automation, against 16.6% across all
family businesses and just 12.4% in Engineering & Construction.

The pattern extends beyond technology adoption. In response to market disruption, automotive family firms
are nearly twice as likely as their peers to actively reinvent their management approach (38.6% vs. 21.9%).
41% describe themselves as agile in responding to market shifts — the highest score across all Industrial &
Services sectors surveyed. Over the past five years, almost a third (32%) of all global automotive patents

originated in Europe.

This is not an accident of culture. It is structural. Family-owned firms are not bound by the quarterly
reporting cycle of listed companies. Family members typically sit in C-level positions. Together, these
features unlock a long-term investment horizon that public peers struggle to match — exactly the horizon that

Al transformation requires.
Why peer leadership no longer settles the question

The benchmark, however, has shifted. When Korean and Japanese players entered the market in the
1970s, their cost advantage was 15-25%. Today's Chinese competitors operate at a structural cost gap of
around 50% — combined with technology that is no longer a follower but, in several segments, the frontier.
Their share of the global supplier market has tripled from 5% to 15% within a decade.

The speed gap is even more consequential. Under "China speed", a new vehicle reaches market in two
years. Western OEMs typically take four. Compounded over a decade, that asymmetry produces the 3:1
generational gap by 2035. It cannot be closed by working harder within the existing operating model. It is

structural — and it requires a structural response.
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A second driver is demographic. Western workforces are ageing faster than they can be replaced. For
family-owned suppliers, this is no longer a long-term HR question but an immediate operational constraint.
Productivity gains from Al are necessary; substitution of physical labour through automation and robotics is
becoming unavoidable.

Where Al actually moves the needle
To make the Al debate concrete, three value pools matter most for family-owned automotive firms:

¢ R&D and engineering simulation: Generative Al in design, simulation and validation can compress
development cycles by 30—-40%. This is the single largest lever to close the speed gap to Asian
competitors.

e Manufacturing and robotics: Humanoid and collaborative robotics, combined with Al-driven
process control, can substitute up to 20% of manual handling steps in final assembly — directly

addressing both cost and demographic pressure.

¢ SG&A and supply chain automation: Al-enabled procurement, finance and supplier management
can reduce indirect cost by 5-8% — the area where Asian competitors still hold a disproportionate

cost advantage.

Each of these requires a different operating-model response. Treating "Al" as a single capability is the most

common reason transformation programmes underdeliver.

Four actions for family-owned automotive leaders

1. Reframe the cost of Al in the P&L. Compute, data centre capacity and model licensing will
become a permanent OpEXx line. Boards that do not model this now will rediscover it in their 2027
results. (Most underestimated.)

2. Industrialise speed in R&D. Move from pilot use cases to a target operating model that
systematically embeds generative Al across simulation, validation and homologation. The goal is not
"faster engineers" — it is a shorter end-to-end development cycle.

3. Capture both productivity and top-line value. Al in customer experience, configurator logic and
aftersales monetisation can lift revenue per vehicle. Family firms tend to over-index on cost cases

and under-invest in growth cases.

4. Reinvent governance, not just technology. Long-term ownership is an advantage only if decision
rights, talent and capital allocation move at the speed the technology demands. Agility is a

governance question before it is a tooling question.

What to do on Monday
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The encouraging finding from the Family Business Survey is that Europe's family-owned automotive
suppliers are starting this race from a stronger position than any other family-business segment. The
uncomfortable finding is that this position will erode quickly unless the benchmark shifts. The first board
agenda item for Q1 should not be "How do we adopt Al?" but "Against whom are we measuring our
progress?" Replace the family-business benchmark with the Asian one — and the rest of the strategy follows.
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