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The merger of the German giant Daimler, maker of the Mercedes-Benz, with U.S. giant
Chrysler, seemed to be a good match. Mercedes has long been respected for its quality engineering
and high reliability, and often been criticized for the rather boxy design of its autos. And while
successful in selling its expensive Mercedes autos in the United States, Mercedes has been losing
share to Lexus and BMW (even James Bond has switched from his British Aston-Martin to a
BMW). Also, Daimler has not had a successful strategy for penetrating the lucrative lower-cost
general U.S. auto market. Chrysler Corporation, on the other hand, although the number three U.S.
maker, behind Ford and GM, has long been recognized for innovative designs. Chrysler was the
first company to produce a minivan, and its Jeep brand was the first sports utility vehicle. While it
has been successful in these areas, Chrysler has been less successful in establishing a global
presence. The marriage of Daimler and Chrysler therefore seemed a good fit. The question, however,
was would the new DaimlerChrysler be able to exploit the synergies created by the merger?

The new company was faced with an unusual situation. It had several successful brand names,
including Mercedes, Chrysler, Plymouth, and Jeep: What should it do with them? Brand names are
powerful assets. A well-known brand, when placed on a new product, tells the customer that the
new product can be trusted. Many consumers develop brand loyalty. When faced with a new
purchase decision, the buy the familiar brand they know and can trust. Brand management, however,
is not free. Maintaining a brand requires constant advertising and promotion.

U.S. consumers have known for some time that Chrysler and Plymouth have many overlapping
designs. The problem is, there are many Plymouth owners who are loyal to Plymouth, whose recent
product lineup included Neon, Breeze, Voyager, Grand Voyager, and Prowler. In an attempt to
establish a more consistent global image, DaimlerChrysler has now decided to drop the Plymouth
brand name. This will allow the company to focus more of its marketing resources on the Chrysler
brand. Daimler wants to establish a strong brand image for small and midsize cars worldwide and
dose not feel it can accomplish that for more than one brand. It has selected Chrysler as its global
car for the future: “Our goal is to increase our automotive presence around the world, and to do that,
we need to focus our resources and our effort on our growth opportunities,” said company President
James P. Holden. “The Chrysler brand ahs tremendous worldwide growth potential for cars.” The
question is, has DaimlerChrysler made the right decision in dropping the Plymouth brand?

Discussion Questions

1. Perform a SWOT analysis for DaimlerChrysler. What are its greatest strengths and weaknesses?
Opportunities and threats? (20%)

2. What corporate strategy does DaimlerChrysler appear to be pursuing? (15%)

. In what ways might the decision to drop Plymouth strengthen DaimlerChrysler strategically?
What risks does this decision pose? (15%)
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By referring to below figures, you may choose either one of the two questions to answer.

(1) Describe the Architecture of Integrated Production Process
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‘ Communication and Messaging (i.e., engineering change orders, naw designs, production problems, etc.)

(2) Describe the Product (or Service) Design Process
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Economic Analysis
Technical / Strategic Analysis
Performance Specifications
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v Create form & functional design
Build prototype
Suppliers Customers Form design Test prototype
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I Produce detailed drawings & specifications/
Create workable instructions for manufacture

Select tooling & equipment

Prepare job descriptions

Determine operation & assembly order
Program automated machines
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KLM Royal Dutch Airlines has been the major Dutch airline since the early twentieth century. The
company owns almost 100 aircrafts and flies to about 150 cities in about 80 different countries. One

of the primary concerns of KLM is the safety of its aircraft and reliable service for its customers.

In response to recent terrorist attacks, all airports have started to issue several new policies to
tighten their security measures, e.g. all checked baggage must be inspected by X-ray or hand
searching, and 100 percent bag match. These new security measures, however, have caused
unpleasant flight delays and changes in flight schedules.

Suppose that you are a consultant working with KLM. Please analyze and discuss the above
problem and propose solutions to help KLM to achieve its quality and safety objectives in response
to the changes in airport security. Justify your answer.



