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Daimler-Benz AG Chairman Juergen Schrempp, left, and Chrysler

giants in 1998,

Chairman Robert Eaton, right, anniounced the marger of the aute

LOLAL COMMENT

DaimlerChrysler merger
was riddled early with bad decisions

TWO

COMPANIES,
TOO MANY

BLUNDERS

By GERALD anp SUSAN MEYERS

IF ONE LEARNE from mak-
ing mistakes, DaimlerChrysler
has surely earrnied a PhD in what
not to do in A metger.

What went wrong at Dalm-
terChrysler AG? What does co-
chairman Robert Eaton know in
hig heart as he makes his precipi-
tous departure, ratiring on
March 217 And what can we
tearn from this momentous con-
pling of industrlal glants?

The problem len't the etrategy
of combining the asseta of these
Etwo corporatione. Nor 19 1t the
timing of the marriage. Both
were surely defensible. But
DairlerCheysler madsa taetical
errors right feom the ohget. The
First 18 monthe were marred by a
seriea of mistakes.

m Overstating the case: Com-

bining these two companies

tikes sense a5 pations! borders

melt away and global busineases
oW.

Chrysler's etrengths and
Daimler's needs fit hand-in-
glove. But the new company’s
early prediction that it wanld
soon be the higgest and most
prafitable auto company on the
planet encournged stratospheric
expectatipns.

This annoying buff-puffer:

made DaimlerChrysler look bad.
After all, Ford Motor Co. and
General Motors Corp. are =till
around and a giunt step ahesd of
the pack in most respects, with
‘Tuyota nipping st their heela,
@ Prematuraly proclaiming
contentment: The deal was de-
seribed a5 8 marriage of equals.
Two equally powerful CEQs
would share the throne, though
they barely knew each other.

Knowledgeable observers

never awallowed this assertion.
The history of such instant link-
ages iz dreadful. This was either
& transparent attempt to keep
people on both sides happy or a
simple self-delusion. In fact, nn
oe ever axpected Daimler-Benz
GEO Juergsn Schrempp ta da
anything but rule Chryslar from
Stuttgart.
# Lome-ducking the hoss: Ea-
ton emasculated himzelf early on
hy announcing his immingnt ear-
ly retirement to take effect eny
time — maybe soon, but perhaps
not, for three years.

Who goes to = lame duck for
answera? Or for decisions! Ea-
ton's people took no comfort
from his attempt at a shared
stewardship. Instead, thay saw
through it. If Eaton waz not long
for thiz world, then they'd better
Etart gleasing the new German
biosa, Senior executives began to
bail out.

A ing i

ingr, but nothing earthshaking.
DaimlerChrysler boasted that in
its first years it would =ave a
couple tractor-teailers-Mmll of
smoney. It couldn't and didn'

m Forcing a culture blend: Ba-
fore the historie 1998 merger,
Daimler-Benz was known for its
top-down mapsgement ap.
proach. Chryslan by contrast,
wia & humble colleetion of colors
ful ¢onsensus mansgars,

DaimlerChryslar safd they
could be merged in 12 montha.
But suthoritarian German man-
agement methods proved so for-
elgn compared to the non-hierar-
chical style at Chryeler that the
mansgement-merger-ofaquals
affort had to be junkad, resulting
in more disillusionment and de-
partires, involuntary and other-
wise. They included Thomas
Staltkamp, a fine Cheysler presi.
dent and cost-cutter detuxe,
thrown to the wolves,
® Taking Wall Street for|
granted: Cheysler and Daimler
felt certain that DOX would easi-
iy earn 8 5pot in the Standard &
Foors 500 Index, After all, this
deal wes planned and presented
83 an enhancement of a strong
Arnerlean corporation, s shim-'

mering Amart-
The Chrysier cen  success

stoty. Surely
corporation 1) Yinvestors
asweknew  would  want

this new snd
andloved it improved auto-
in . maker repre-
dead sented in the,
world's closely
followed stock|
index.

But DaimierChrysler, now in-!
corporated in Germany, was ra-
buffed. Chrysler suffered a dev-
astating drop in rnarket value on
the New York Stock Exchange
a2 index-fund helders dumpad
Chrysler stock in the Unfted
States, much of it to be shapped
up st bargain prices by German
buyers.

‘The la=t visible vestiges of the
original Chrysler manﬂgemem‘
team have disappeared with Ea-
ton. The pretense that Daim-|
lerChryslar is two auto compa-
nies operating ms one under
mutually compstible manage-
ment has shattered, The Chrys-
ler eorporation az we knew and
loved it is dead. We will know it
in the future a5 one of several
DsimlerChrysler subsidiaries,

Whether Chrysler and Daim-
ler-Benz would have been hrtter
off as separate. but perhaps stra-
tegic, partners ia an acsdemic
exercise, Years from now the re-
sults of the buyout will probably!
be rewarding to company share-
holdera, For now, however, It is 2
company combination that get
off ta a bad start and made mia-|
takes from which we can all
learn.

Chryslex, rest in peace.
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ibla and

mediate seonomies: Chrys-
ler and Dairnler, before they be-
came business partners, aver-
lapped in few places, and 5o the
extravagant predietion of billions
in savings wae beyond reazon-
ablg belief.
Some joining of efforts would
of eourse vield modest goono-
mias in purehasing snd engineer-
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