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The Daimler AG builds some of the best cars,
mostly sold under its Mercedes-Benz brand. Yet
Daimler has also been involved in numerous other
technology businesses, often with limited success.
In two periods of its recent history, Daimler's top
management pursued ambitious growth strategies,
yet overestimated the potential for synergies between
acquired businesses, and their own ability to integrate
a complex business organization.

in the 1980s, Daimler developed the vision of an
integrated technology group, acquiring in a single year,
1985 three German businesses with distinguished
histories of their own: defense contractor MTU, small
aircraft manufacturer Dornier, and white goods con-
glomerate AEG. However, Daimler's plan to become
a leading provider of military hardware took a hit
when the Iron Curtain fell in 1990 and governments
around Europe cut their military expenses. Address-
ing the challenge proactively, Daimler decided to focus
on civilian aircrafts and acquired the Dutch business
jet builder Fokker. Yet global competition proved too
strong for the already struggling company and 1996
Fokker went into insolvency after Daimler had lost DM
800 million from the deal. According to one study,
Daimler’s buying and selling of companies during that
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43: 1 109-1 144 - a study following acquisitions
and divestments of two companies over time, and

interpreting the process from an resource-based view

by introducing the concept of globalfocusing.

A. Verbeke & H. Merchant, 2012, Handbook
of Research on International Strategic
Management, Cheltenham: Elgar - a collection
of essays reviewing the state of the art of theories
linking international business and strategic
management.

G.S. Yip & G.T.M. Hult, 2012, Total Global Strategy,
3rd ed., Upper Saddle River: Prentice Hall - a
textbook targeted at MBA students with the ambition

. to lead global firms.

period was estimated to have destroyed the value of
the company by DM 36 million. Dornier was sold to
Fairchild, and AEG was liquidated (the white goods
brand AEG is today owned by Electrolux).

In the late 1990s the vision of an integrated tech-
nology group was replaced by a vision of a global
leader in the car industry. Rather than diversifying into
related industries, Daimler aimed to build a presence
in all three major continents. In 1998, Daimler paid
US$35 billion to acquire Chrysler, a 40% premium
over market value. Daimler CEQ Jirgen Schremp
and Chrysler CEO Bob Eaton announced the larg-
est transatlantic merger a 'marriage made in heaven'.
Observers were critical from the outset. Rather than
strong synergies, they suspected high levels of hubris
and significant managerial self-interests. On paper,
Daimler and Chrysler had great strategic fit in terms of
complementary product lines and geographic scope,
but there was very little organizational fit. For exam-
ple, American managers resented the dominance of
German managers, while the Germans disliked being
paid two-thirds less than their Chrysler colleagues.
These clashes led to an exodus of American manag-
ers from Chrysler.

In 2000, Daimier also acquired a 34% stake in
Japan's Mitsubishi and 10.44% in Korean Hyundai,
expecting these strategic alliances to provide channels
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into emergent Asian markets and access small car
brands and technologies. In this way, Daimier would
become the global number one with significant posi-
tions in Europe, Asia and North America.

Yet the marital bliss did not last long. The equity
stake in Hyundai was sold in 2004 with a substan-
tial profit, while the struggling Mitsubishi was soon
also sold at a loss. In 2007, under new leadership
of Dieter Zetsche, Daimier sold Chrysler to Cerberus
Capital, a private equity firm, for US$7.4 billion -
four-fifths of the value had been lost (either Daim-
ler over-paid, or the value was destroyed after the
acquisition). In consequence, Daimler fell behind its
German rivals BMW and Audi, especially in growing
Asian markets.

The new vision was to focus on its core brand, Mer-
cedes Benz, and to be the best rather than the biggest
car manufacturer. In 2013, Daimler sold the rest of its
15% share in EADS, the French-German owner of Air-
bus, and thus completely withdrew from military and
aircraft businesses. In 2015, Daimler even sold its 4%
share in Californian e-car innovator Tesia - but this time
making a healthy profit.

Instead, Daimler invested in automotive technology
including new internet-based technologies integrated
in cars. The brand was modernized and expanded,
and a new marketing drive in China aimed to catch up
with its German peers Audi and BMW who had suc-
cessfully build market share in this growing market.

In 2014, Daimfer thus established in a new joint ven-
ture with Beijing based BAIC to manufacture Mercedes
Benz cars for the Chinese market. By 2015, this strat-
egy eventually paid off. Turnover grew in Europe and
China, the share price outperformed the DAX index for
several months, and profit numbers almost reached
those of Audi and BMW.

What are the merits and risks of converting
Daimler into an integrated technology group like
Siemens or GE?

What are the merits and risks of converting
Daimler into a multi-brand global car maker, like
Unilever or Nestlé in consumer goods?

What are the merits and risks of Daimler focusing
exclusively on its Mercedes Benz brand for pas-
senger cars and trucks?
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