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Mercedes

by Richard Milne

The Mercedes star is gleaming again.
In 2002, it suffered as dramatic a
fall as any luxury brand could, as
it reported its first losses for nearly
two decades and saw its quality
slip so far that newspapers were
full of stories of cars that kept on
breaking down

‘Mercedes should not make
losses. That is absolutely clear,” says
Dieter Zetsche. who became Head
of Mercedes in September 2005
and Chief Executive of its parent
company. Daimler, three months
later. *But we have great results now
and we are starting to change the
culture in many ways.

Indeed, so much has Mercedes
changed that in three years
it has gone from the worst-
performing of the large luxury car
makers to the trailblazer. Executives
at its bigger-selling rival BMW look
enviously atits 9.1-per-cent return on
sales last year (and even more so at
the 10.4 per cent it made inthe fourth
quarter — compared with BMW’s 5.4
per cent inthe third quarter).

Much of that tumaround is due
to Mr Zetsche, famous for his
walrus moustache. He was not
the first automotive executive to
take on two jobs, but he has been
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star twinkles once more

one of the most successful with it,
using his operational experience at
Mercedes to help him at Daimler.
Mr Zetsche says that combining
roles is essential for his management
style. He is also keen to stress that
Mercedes has a team approach.

Mr Zetsche was hard from the
outset, cutting 14.500 jobs — 8.500 in
production and 6.000 administrative
staff. That broke the pattern of
Mercedes providing a job for life
to workers. But it had a dramatic
effect on the bottom line. Mr Zetsche
says: ‘Productivity gains don’t get
you anything if you don’t reduce
personnel.” Mercedes’ recent success
is also linked to a big improvement
in its product quality and the launch

of some well-praised models, headed

by the new C-Class saloon."Mercedes
s is building cars that people want
to buy again and. for once. they
even look better than BMWs,” says
one London-based analyst.

The debate on reducing carbon-
dioxide emissions could hit Mercedes
hard. But the company, for now. is
choosing to highlight the launch of
20 fuel-efficient models this year.

All of this has put a spring back
in the step of a company that, in
Mr Zetsche's words, also acts as a
‘mirror on German society”. It has
also restored lustre to Mr Zetsche's
star, which was tarnished by the poor
performance of Chrysler, the US car
maker that was owned by Daimler.
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Read the first two paragraphs quickly and decide if the statements are
true (T) or false (F), according to the article.

The fall of the Mercedes luxury brand was not as severe as other brands.
In 2002, Mercedes’ losses were its first for three decades.
In 2002, Mercedes cars were famous for their reliability.

Dieter Zetsche is the boss of Mercedes and Daimler.

Find words and phrases in the first five paragraphs of the article that
mean the same as the following.

1 sudden and surprising
2 aperiod of 10 years

3 failing

4 the first company to develop new methods of doing something
5 someone that you compete with

6 jealously

7 acomplete change from a bad situation to a good one
8

the financial result of a company’s business (i.e. profit or loss)
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Without looking back at the article, try to match the words to form
common word partnerships.

1 luxury a) executive
2 chief b) models
3 parent c) effect

4 fourth d) company
5 management e) brand

6 fuel-efficient f) style

7 team g) approach
8 dramatic h) quarter

Now check your answers in the article.

According to the article, which of these factors helped Mercedes improve
its performance?

Mr Zetsche's walrus moustache

Having BMW as a rival

Being hard

Increasing jobs

Giving workers security for life

Using Mr Zetsche's operational experience
Cutting jobs

Building cars the experts want them to build
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Lowering product quality
10 Improving the looks of new Mercedes cars
11 Producing new models

12 Using a team approach

Imagine you are Mr Zetsche. What other actions would you have taken
at Mercedes?

«) cD1.14 Anne Deering is Head of Transformation Practice at international
management consultants AT Kearney. Listen to the first part of the
interview and complete the gaps.

1 Whatarethey............ cooeeneenn , how are lhey going to .
..%, and how will they kncw they ve .

2 Make sure people are

o in the change, that they feel this is
somethmglheyaredomg or.

. and not something which is being done

«) cp1.15 Listen to the second part. What are the two main problems that
businesses face when going through change?

<) cD1.16 Listen to the final part, where Anne talks about Nokia-Siemens
Networks, and answer the questions.

1 What was the main purpose of the merger?
2 What do these numbers refer to?
a) 8,000 b)72
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