
CompetitiveRelationshipamongGermanAutomobile

Companiesinthe1920s

-AdamOpelvs.Daimler-Benz-

byYuji NISHIMUTA*

In June 1926, Daimler and Benz merged , forming Daimler-Benz A.G.

Stuttgart-Unterturkheim. Itsformationwasonefocusofthecorporatemerger

activitiesdeployedacrosstheboardbytheGermanautomobileindustrytocounterthe

strongimportoffensiveintotheGermanautomobilemarketsincetheearly1920sbythe

Americanautomobilecompanies ,whichhadoverwhelmingproductionability.Atthe
timeofmerger , aseverestruggleforleadershipunfoldedcausedbyvariousinterests ,

particularlybanks. Both companies , Daimlerand Benz , in1924firstformeda

cooperativeprofitgroup ,Interessengemeinschaft;thediscussionsatthe9jointboard
ofdirectorsmeetingsthatfollowedleadtoastrengtheningoftheinclinationtowards

mergeraswehavealreadyseen.

Wellthen , inwhatdirectionwouldDaimler-Benzsetforthinthe1920sGerman

automobilemarket?WithwhatkindofstrategywouldDaimler-Benztrytoovercome

thesecircumstances?

Inautomobilehistory , the1920siswellknownastheS-Wagenperiodfor
Daimler-Benz1). Inotherwords ,centeringaroundDr.FerdinandPorsche(1875-1951) ,

directoroftechnology , developmentprogressedofwhatiscalledthesupercharger ,
Kompressor , andmanyfamousmodelswereproduced ,suchasmodelsS, SS,SSKand

SSKL2). However , wecannotconcentrateourlookattheoverallimageofthe1920s

Daimler-Benzmanagementhere. Rather ,asappropriatelyexpressedinthecompany's
latestcorporatehistory , Daimler-Benz100Years(2ndvolume , business edition) ,

publishedinJanuary1986, M.Kruk& G. Lingnau , 100JahreDaimler-BenzDas

Unternehmen ,Mainz1986,as' fastEinFelhstart'3)(almostallfailuresatthestart) ,

Daimler-Benzsufferedthemostseveremanagerialtroublesduringthisperiod (1926‘

1932).

WhatwasthecoreoftheproblemsfacedbythenewlycreatedDaimler-Benzin

thisperiod?HowdidDaimler-Benzconfrontthis?Diditsucceedorfail? Whatdid

Daimler-Benzlearnfromallthis?Thetaskofthispaperistoanswerthisseriesof

questionsthroughthecompetitiverelationshipsamongGermanautomobilecompanies

* Professor , GraduateSchoolofEconomics , KyotoUniversity.

1) SoichiTakahashi , GermαηAutomobiles -ExploringtheirHistory απd Classics, 1971

2) W.Oswald , Mercedes-BenzPersonenw αgen 1886-1986, Stuttgart1986, S.204-223.

3) M.Kruk&G.Lingnau , 100Jαhre Dαimler-Benz Dαs Unternehmen , Mainz1986,S.119-132.
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inthe1920s.
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IDaimler-BenzintheEarlyDaysofFormation-1920s

Fα ctorsforSettingTwoStr αtegies

“ Following old tradition , wevaluethehighestquality labor , diehochste

Qualitatsarbeit ,atourfactory ,eventoday.Therefore ,weabsolutelywillnotintroduce

asystemwithextremedivisionoflaborinimitationofAmericanexample.Thereason

isthatatitscoresuchasystemcausesseriousdamagetoprocessingreliabilityand

precision.TheproductionmethodemployedatDaimlertodayisahappymergerof

equipmentmanagementthatsavestime , laborandmoney , andhandprocessingthat

maintainsthehighestquality , handwerksmasigerBearbeitung".4J (Daimlercompany

newspaper , May20, 1925).

“ We mustimplementchangeaccordingtotheAmericanmodelofmanagement
andproduction."5) hugeinvestmentisrequiredforapplicationofanAmerican-style

productionmethod.Thisassumeshighdomesticandforeignsales.Alreadytrialsare

beingconductedonabroadscaleattheUnterturkheimandSindelfingenplants.Weare

bringingoutnotableexpansionofproductionattheseplantsandtheMarienfelde

plant."6)(Daimlersalesreport ,June25, 1925).
Wecansaythatthesetwoquotesshowcontrastingattitudeswithregardtothe

American-styleproductionmethodknown as the Ford system , which showed

all-aroundpopularityinthisperiod. Aroundtheperiodofthestabilizationofmark

(1924) , theGermanautomobileindustrysoughtaquickresponsetocounterthe

AmericanautomobilecompaniessuchasFordandGMwhichhadquicklyestablished

amassproductionsystemandwasadvancingglobally.Theresponsenaturallydiffered

accordingtoeachcompanysituation.Whatissurprisingisthattheseexpressionsof

twocontrastingattitudestowardstheAmericanproductionsystemmentioned came

fromthesameGermanautomobilecompanyandatjustaboutthesametime.

Theformerstatementcamefromanarticlepublishedinacompanynewspaper

in1925bythepre-mergerDaimler-Motoren-Gesellschaft ,Stuttgart-Unterturkheimfor
afactorytourgroup.Ontheotherhand , thelatterwasadvocatedbyDaimlerinthe

1924agreementwiththeformerBenzforthemerger-orientedcooperativeprofitgroup ,

Interessengemeinschaftsvertrag ,andagainin1925intheboardofdirectorsreportin
theDaimlerannual report , Geschaftsberichtder Daimler 占1otoren -Gesellschaft ,
BerichtdesVorstandes.

Asdirectlyr

4) Daimler-Motoren-Gesellschaft , einRundgangdurchdieDaimler-Werkein Unterturkheim , 20.5.1925, S. 3,

Daimler-Benz A.G.Historisches Archiv , Stuttgart-Unterturkheim CDBAG-Archiv) , Best. DMG I I. , im

Hamburger Stiftung fur Sozialgeschichte des 20. Jahrhunderts CHrsg.) , Das Dα imler-Benz-Buch Ein

Ruslungskonzernim>T αusendjahrigen Reich く ， Nordlingen1987,S.69.

5) :'-J i edersc h r汀t u ber dieBesprechungdel' Vorstandedel' I.G.FirmenDaimlerund Benzyom 5. Mai 1924,

(DBAG-Archiv , PD20)S.2.

6) Daimler--:'vlotoren-Gesellschaft , Berlin-Stuttgart , Berichtuberdas35.Geschaftsjahr0.1.1924bis31.12.1924).
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strategies. First ,letustakeatlookattheformer.
HereweseeanexpressionofthetraditioncontinuingsincebeforeWorldWarIof

individualproductionoflargeluxurycars.Ifwetakeagenerallookattheautomobile

productionofthepre-mergerDaimlerandBenzuptothisperiodaccordingtoannual

unitsproducedandannualnumberofmodelsproducedandunitsproducedbymodel ,

wecanseethatbothcompaniesoverallannualproductionwasabout2,000 units.

Amongthese ,forexample ,6-10modelsofpassengercarswereproducedannually ,with
productionofeachmodelrangingfromseveraltenstoseveralhundredsofunits.

However ,wecannotoverlookthefactthatanotherimportantelementwasaddedto

thisbasicproductionsystemduringthecourseofWorldWarI0914-1918). Thatis ,

duringthewar ,Daimlergainedparticularexperienceindevelopmentandproductionof
airplaneengines7).

Whilejustmakingitsappearance ,theairplanebegantoplayanimportantrole
inthelatterhalfofWWI.Theautomobileindustriesofthewarringcountrieswere

mobilizedonalargescaleforairplaneenginedevelopmentandproduction8). In

Germany , thepre-mergerDaimlerbecamethecentralfigureinthisregard. The

companyin1916builtaspecializedengineplantinSindelfingen ,asuburbofStuttgart
andbeganfull-scaleexpansionofproduction.Duringthecourseofthewar , Daimler
produced19,600airplaneengines(from6cylinderwith160PSoutput , toV12cylinder
with675PS) ,makingup43%oftotalGermanairplaneengineproductioninthisperiod

Afterthewar ended , theproblemaroseofhowtohandlethesesurplus

productionfacilities;however ,atthesametimeahugeproblemdevelopedofwhether
thecompanyshouldemploythemanynewlyassembleddesignersandengineersafter

thewarincivilian-demandproduction10). Atthispoint , thecompanytookonthe
challengeoftransferringinternalcombustionenginetechnologytothecivilianfieldof

large ,luxurypassengercars.Thistechnologysawremarkableprogressinthecourse
ofairplaneenginedevelopmentduringthewar;inparticular , advanceswereseenin
researchanddevelopmentofanewaircompressionmethod , Verdichtungsverfahren
1J) Asaresult ,Daimlerpossessedexceptionallyhighperformance ,incomparablewith
itsexistingperformanceandproducedtheodelK12)andodelS13). Thesecarswere

designedforcOIl).bineduseasaluxurypassengercarandracecar , loadedwitha
supercharger-equippedengine ,Kompressor.Theultraluxurycarcategoryasitshould
becalledwasformedthroughthesedevelopments14). Atthesametime , thiswasthe

7)HamburgerStiftung(Hrsg).DasDαimler-Benz Buch , 1987, S.45ff.

8)Bugatti(France) , HispanoSuiza(Spain) , Packard(USA) , AustroDaimler(Austria) , RollsRoyce(England).

Daimler(Germany) ,etc.

9)M.Kruk&G.Lingnau , 100Jαhre Dαimle r-Benz Dαs ιTnternehmen. Mainz1986, S.93.

10)HamburgerStiftung(Hrsg.) , a.a.O. ,S.46.DuringtheWWlperiod ,thecompanyalsohadanimportantposition

intruckproductionandtrialmanufactureoftanks.

11)Ebenda , S.51

12)W.Oswald , Mercedes-BenzPersonenw αgen 1886-1986,Stuttgart1986.S.160.6 , 240cc, 24/100/140PS.

13)W.Oswald , a.a.O. ,S.204-223,6 , 800cc,26/120/180PS. Also , LeVolantspecialedition , 100YearsofGerm αn

Automobiles , 1986,pA8.
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trueformationoftheultraluxurycardivision ,whichwasunitedwiththemotorsports
division , which playedalargepromotionalroleforDaimler and post-merger

Daimler-Benz.Anotherimportantpointisthatthecompanyretainedinthisdivision

theadvancedtechnologydevelopedduringWorldWarIalongwiththoseengineers , and ,
accordingly , retainedthecompanymilitaryresearchanddevelopmentstructureatthe

sametime15). Atthis time , in1922, FerdinandPorsche , theheadengineerfrom

Austro-Daimler ,Daimler'sAustriansubsidiary , transferredtotheheadquartersand
waswelcomedasheaddesigneranddirector. Now , centeringaround Porsche ,
Daimler-Benzproducedsomeexcellentcarsinthe1920s,suchastheModelS(1924) ,SS
(1928) ,SSK(1928)andSSKL(1929)16).

However , notmorethan374unitswereproducedandsoldfromtheseseries.
Despitethelargeinvestmentinresearchanddevelopment , itissaidthatthisdivision

hadalmostnosignificanceforprofit.17)

Ontheotherhand , thestrategythatDaimler-Benzlaunchedatthestartof

businesswentinthedirectionofthelatterquotementionedearlier.

First , anintegrateddesign office , EinheitlichesKonstruktionsburo , willbe

formed for all products (passenger cars , Personenkraftwagen , and trucks ,

Lastkraftwagen.

Second ,thecarmodelsproducedwillbeconsolidatedanddistributedinorderfor
everyplanttoonlyproduceonecarmodel ,'moglichstnureinTYP'.Thefollowingidea
waspresentedasadetailedplanforthis.

Mannheimplant18) ー 2-liter passengercars

Stuttgart-Unterturkheimplant19) 一ー 4- and6-literpassengercars

Berlin-Marienfeldeplant20) ーー 4-5 tontrucks

Gaggnauplant21)---2-3tontrucks

Ulmplant22) ーー 1 - 1 1 /2 tontrucks

Sindelfingenplant23) ー centra li zed bodyproductionandsupplyforallmodels

Inaddition ,aspecialcommitteeconcernedwithproductiontechnology , Einebesondre
technischeKommission ,willbecreatedtofacilitatecontinuousmodernizationsuchas

installationofnewequipment , ModernisierungdesMaschinenparks. Inparticular ,

14)Itisveryinterestingthatinautomobilehistorymanyoftheclassiccarsthatwecall1920s “Vintage cars ," were

producedinthesameway.InadditiontotheMercedes-BenzModelS, thedevelopmentoftheRollsRoyceSilver

Ghost , HispanoSuiza , Duesenberg , Packard ,etc.wereallrelatedtoWorldWarIairplaneengineproduction.The

developmentandproductionofairplaneenginesinthisperiodcarriedoutadecisiveroleintheadvancementof

internalcombustionenginetechnology.Thiscarnetoguidethegrowthofautomobiletechnology.

15)HamburgerStiftung(Hrsg.) , a.a.O. , S.51

16)W.Oswald , a.a.O. , S.204-223.

17)Kruk&Lingnau.a.a.O. ,S.122.

18)Benzpassengercarplant.

19 Daimlerpassengercarplant.

20)Daimlertruckplant , Berlinsuburb.

21)Benztruckplant.

22)Magirustruckplant;mergerwasplanned.

23)NewDaimlerplantbuilttoproduceairplaneenginesduringWWI.
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everyplantproductioncapabilityshouldbeincreasedonechassisperworkerforthe

timebeingthroughthemethodsofchangeaccordingtotheAmericanmodelof

management and production ,'Umstellung der Betriebe und Arbeitsweise nach
amerikanischenMuster'.(DaimlerdirectorBergeproposalatthetimeofmerger.)24)

ComparingthistobothDaimlerandBenzproductionmethods , etc.uptothis
point , theproposalplannedforverydrasticreorganization.Infact , thiswasnothing

lessthanamajorchangeintheproductionsystem(movingtoaproductionsystem

basicallyorganizedaroundeachcarmodel , witheachplantproducingonlyone
model(25)25). In addition , theformationofacentraldesignofficemeantthe
separationandindependenceoftheproductionorganizationfromtheresearchand

developmentorganization. Moreover , theconversionofSindelfingentoaplant

specializedinbodyproductionalsoattractedattention.Morethananything ,theintent

tomovetowardmassproductionglorifyingtheapplicationofAmericanproduction

methodswasextremelyunexpected ,notonlyincomparisonwithbothcompaniesusual

productionsystems ,butalsofromourgenerallyacceptedideaofDaimler-Benz.
Whenweseeautomobileproduction(bymodel)in1927,thefirstyearofthenew

Daimler-Benz ,wecanclearlyseetheembodimentofthenewpolicywelookedatabove.

AttheUnterturkheimplantwithTYP200carmodelproductiononly ,theannualoutput

was4,788 units ,vividlyconfirmingthechangefromthepre-mergerproductionsystem.

WhenwetakethenewDaimler-Benzfirstnewspaperads.Fromonesentenceinthead

“ Our productionisincreasingfromweektoweek" , “Unsere Produktionsteigtvon
WochezuWoche" ,wecansaythatthenewstartingdirectionforthenewDaimler-Benz
isclearlyspelledouthere.Whenwepay attention to the ad copy for the

above-mentionedTYP200(8/38PS) ,we canseethecopy “the mosteconomical , the

safest , thesmallestpracticalcar" , “Der KleinsteGebrauchswagenvonHochster
WirtschaftlichkeitundBetriebssicherheit".IfwelookintheseadsforDaimler-Benz

managementdirectioninthestart-upperiod , itisundeniablyMassproductionof
practicalcars ,*asclearlysetforthhere. Regardingtheproductionmethod itself ,
unfortunately ,obtainablematerialsarelimitedatpresent. However ,ifwelookatthe
makeupofthesingleproductassembly

24)NiderschrifttiberdieBesprechungderVorstandederI.G.FirmenDaimlerundBenzvom 5Mai1924, DBAG

Archiv , PD20 , S.2.

25)Ifwearespeakingoftheproductionproces s.‘itself insidetheplant , thismeanstheformationofaprocessing/

assemblylineforeachcarmodel. Inthiscase , itisnaturalfortheretobeadifferenceinstages:doestheline

advancebyconveyorbeltorotherautomaticmechanicalmeansorisitadvancedmanually?Thisassumesthereis

abasicdifferenceintheexistenceofsuchproductionlinesbycategories(modelsinthecaseofautomobiles).

26)Truethisisanassemblyline:however.Iwouldliketodrawyourattentiontothephasebeforeautomatic

movementconveyorbeltequipment:inotherwords , oneintermediatephaseleadingtothecompleted “ F ord

System".AccordingtotheGermanautomobilemanufacturers (and more broadly , Europeanautomobile

manufacturers) , whenintroducingthecompletedformoftheFordSystem , theAmericanSystem , oneunique

researchsubjectwastofindouthowthesystemwasrealizedandwhatkindofintermediatestepsweretaken.

However , asdiscussedbefore , whetherornota “ar-model differentiatedline"wasconceivableornotwasa

fundamentalturningpoint.
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seeheretheformationofanassembly(conveyor)productionlinethatassumesproduct

standardization.26) Itgoeswithoutsayingthatthiswasasurpnsmgbecause

Daimler-Benzwasthoughtofone-dimensionally ,asaluxurycarmakerusingindividual

handproductionthatwascompletelyunrelatedtothissortofthinginthepast.27)

However , thisisthoughttobeveryimportantwhenlookingatDaimler-Benz

managementtrendsthereafter.Meanwhile ,individualhandproductionofcarssuchas

theModelS(annualproduction22units) ,whichwelookedatearlier ,coexistedwithin

thecompanycar-modelproductionprogram.

Inthisway , Daimler-Benzstartedasanewcompanyactuallycombiningtwo

contrastmgstrategIes.

Well ,whatwasthemarketreactiontoDaimler-Benzstartingoffthuswitha
massproduction/mass sales system? Looking at Daimler-Benz's automobile

productioninthefollowingperiod , wecanseethatatthebeginning , theplanned
productionsystemdidnotprogresssatisfactorilyatall. Rather , productionofeach

modelwaslevelingoffordecreasingwhilethenumberofmodels , whichwasinitially

reducedtotheminimumwasincreasing.Whywasthis?Aboardofdirectorsmeeting ,

Vorstandssitzung , waspromptlyheldonDecember22, 1927toexaminehowthings

reallystoodwiththenewpolicy.HowdidtheDaimler-Benzboardofdirectorsviewthe

situation?

Letustrytoguessbytakingalookattheminutes , Protokoll ,fromthatmeeting
28).Inthediscussion , thevariousfactorscausingpoorsaleswereexaminedfromall

angles.Settingasidethenecessityofimprovingthenew2-litermodel29) ,whichwasnot

complete ,theproblemwasnothinglessthanthepricingpolicy30).

Dα imler-Benz inthe19208Germ αn AutomobileMαrket

LetuslookfortheproblemsDaimler-Benzfacedinthisperiodbyexaminingthe

overallstateoftheGermanautomobilemarketinthe1920s,particularlyintheperiod
afterstabilizationofthemark(1924).Whenweseelistsofthecarmodels(passenger

car)ofrepresentativeautomakersappearingintheGermanautomobilemarketinthis

period ,wecanseethatthemostseverecompetitiondevelopedinthesectionlabeled
intermediatecars.Atthistime ,eventhoughtherewascustomsdutyonautomobiles ,

pricecompetitionfromAmericancarswasstillextraordinary.

TheGermansalesprice , includingduty ,ofAmerican2,OOOccclasscarssuchas

theChevrolet ,FordTandFordAF31)wasonthelevelof4,400RM -4,800RM ,whilethe

pricelevelofcarsbyrepresentativeGermanmakerswasabout6,500RM -7,800Rm for

carsconsideredtobeinthesameclassofcapacity , exhaust , etc. , suchas th 句

27)FindingouthowthiskindofgeneralcorporateimagethatwehaveofDaimler-Benzwasformedandfirmly

plantedinourminds , andwhatrelationthishastorealityisanimportantissueforus.

28)ProtokollderVorstandssitzungvom22.Dezember1927inUnterturkheim(Daimler-BenzA.G.Historisches

Archiv.PD25).

29) Ebenda ,S.1-2.

30) Ebenda , S.12-13.

31)EuropeanversionofFordModelA.W.Oswald , DeutscheAutos1920-1945, S.1411-1417.
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Mercedes-BenzTYP200, Adler , Stoever , andWanderer. Ifthesecarshadn'tshown
excellentperformanceandqualitycomparedtotheincomingAmericancars , they
certainlywouldnothavebeenabletoavoidbeingovercomebymarketcompetition

fromthelatter.

Asamatteroffact ,thiswasthesecondverystronginfluxperiod32)ofthisclass

offoreigncar. Thetotalnumberofforeigncars , includingbothimportsintothe

Germanautomobilemarketandlocalassembly ,begansoonthereafter.In1928,atotal

of53,000foreigncarsenteredGermany. Ifweshowthisincomparisonwithoverall

Germanautomobileproductionanddomesticcarsales ,weseethatin1928-29theshare

offoreigncarsintheGermanpassengercarmarketreachedalmost40%.

It can be said that Daimler-Benz strategic mass production car , the

Mercedes-BenzTYP200(4/20PS) , wasinthecenterofthiscompetitionfacing

particularlyseverecompetitiveconditions.

TheimpacttheinfluxofAmericancarshadontheGermanautomobilemarket

wasnotlimitedtopriceasdiscussedabove. Evenmoreimportantly , thecars(Ford
ModelT , Chevrolet ,etc.)thatformedthecoreofthemassproductionsysteminthe
AmericandomesticmarketaffectedtheintermediatecarclassinEurope , including
Germany ,aswecanseefromthisfact ,andinthe1920sGermanautomobilemarketan
evensmallercarmodel , theso-calledcompactcargroupappeared.

Atthistime ,AdamOpel , Russelsheim ,heldthemostimportantposition. The
companyin1923carriedoutproductionreformsaheadofothercompaniesandset

aboutmassproductionofaone-literexhaustvolumeclasscompactcar ,4/12PS(later

4/14PS) ,viaaconveyorbeltsystem. Then ,byreducingpricesalongwithsuccessively
increasingsalesandproduction volume , AdamOpelwasthefirsttosucceedin

Germany33). Thecompany'sautomobileproductionin1928climbedto42,000 units ,

greatlydistancingitselffromothercompanies.InthatsameyearAdamOpelshar:eof

theGermanautomobilemarketreachedabout36%.Thecombinationofthiscompact

carandmassproductionsystem(Americansystem)bridgedthegapwiththeinfluxof

AmericancarsandGermanautomobilecompaniesmaintainedtheirpositionsinthe

Germanmarket.Aboveall , wecansaythatpushingaheadwiththeformationofa
massautomobilemarketwasthemostimportantstrategy.InadditiontoAdamOpel ,
Hanomag2/10P$34)recordedcumulativesingleca

32)Thefirstinfluxperiodwasfrom1923-1925.

33)However , AdamOpelfirstcompactcar(4/12PS , later4/14PS)issaidtobealmostanexactcopyofFrance

Citroen. , W.Oswald , a.a.O. ,S.292.

34)W.Oswald , DeutscheAulos1920-1945,Stuttgart1985,S.126-128.

35) Ebenda , S.52-55, S.82-84.

36) Ebenda ,S.292.Therewasactuallyalawsuitwithregardtothis.withtheresultbeingthatAdamOpeluppedits

carfrom4/12PSto4/14PS.
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EnglandAustinforitscompactAustin7, itcanbesaidthatthiscompactcarstrategy

wasEuropeanautomobilecompaniestrumpplayedinresponsetoAmericanautomobile

companiesadvanceintoEurope.

Atanyrate , withthemassinfluxofAmericancarsas impetus , theGerman

automobilemarketwasundergoingmajorchangesandcompanieswereinthemiddleof

theturmoil;naturallyDaimler-Benzalsotookadirecthit.

ThefightbetweenAmericanandGermanautomobilecompaniestakingplacein

theGermanautomobilemarketwasthemostintensifiedinthisperiodduetothe

formerhavingbothimportedcarsandlocallyassembledcars.Itcanbesaidthatthe

Mercedes-BenzTYP200,nearlythesameclassastheseAmericancars , wasforcedto
establishitselfinseverecompetitivecircumstances.

Attheboardofdirectorsmeeting , itwasdecidedtolowerthepricefromthe

present7,800RM to7,100RM; however , thiswastheirlimitandthenecessityof
introducingvariousmeasurestoreduceproductioncostswasstronglyemphasized37).

Daimler-Benz's'massproduction/masssalessystem'firstconfrontednothing

lessthanacrisisinthesemarketconditions.

II TheCompactCarProblemandtheIntensificationof

OppositionWithinManagement

TheinitialcrisisthatDaimler-Benzranintowithitsnewpolicybecameaneven

biggerproblemaboutahalfyearlater.Theseweretheheatedargumentssurrounding

thecompactcarproblemthateruptedattheboardofdirectorsmeetingonAugust16,

1928.

Thediscussionatthismeetingrepresentsthecurrentsituationverywelland

containsimportantelementsforlookingatthefuturetransition.Althoughlengthy ,let

ustakealookattheminutes38)andexaminethediscussion.

Asfortheattendeesandagenda,it isimportanttonoteherethatinadditionto
thedirectors , C.Jahrfromtheauditorscommittee , Aufsichtsrat , alsoattended.

Amongtheitemsontheagenda ,thediscussionalmostcompletelyrevolvedaroundthe
first item , production planning , Fabrikationsprogramme (Dnterturkheim and

Mannheimplants). (Thistopicaccountsfor8ofthe12pagesofminutes')

ThediscussionbeginswithaquestionfromSchipperttoJahr , thedelegatefrom

theauditorscommittee.

Schippert: “Will theauditors committee approve the necessary budget for
productionofthecompact1.5litercar(derKleinen11/2Liter-Wagen)?"39)

Jahr: “Before answeringthisquestion , thereareseveralissuesthatmustbe
clarified.Thefirstis ,whetherthiscompactcarhasalreadyproveditsworthinthe

trialsconductedsofar.Thesecondiswhetherproductionofthecompactcarwill

37)Protokolldel'Vorstandssitzungyom22.Dezember1927inUnterturkheim.S.15-16.

38)Protokolldel'Gesamtvorstandssitzungvom16.8.1928inUnterturkheim(Daimler-BenzA.G.HistorischesArchiv.

PD25).

39)Protokolldel'Gesamtvorstandssitzungvom16.18.1928inUnterturkheim.S.1.
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getustothepointwhereweincreaseourprofit?"40)

Inregardstothis , Porschethenreportedonthecompactcartrialsuptothis

pomt.

“ According toWerner , thepresentheadtestdriver , severalcompactcarswere

seriouslytestdrivenatNurburgring40. Thetestdriveresultsweresatisfactory

forthecoolingsystem ,springvalvedamageandbearingdefects.Inthelong-term

testsalreadyconductedonthecompactcar , nodamageordefectshaveyetto

appear. Theproblemsoccurringuptonowhaveallbeeneasilyandsoundly

eliminated."42)

AfterPorscheexplainedthecourseofdevelopment ,LangandKisselreportedthe

preliminarycostcalculation , Vorkalklation , assumingmonthlyproductionof1,000
units43).

Jahrrespondedtothiswithaquestion: “Wha twouldtheresultsbeassuming

monthlyproductionof700unitsinsteadof1,000?" 44)

Kissel: “We canstillexpectsatisfactoryresultsinthatcase"45).
Jahrspoke: “Speaking fromourexperienceswithpreviouscarmodels , Idon'tfeel

inclinedaskthebankfinancinggroupforthe10millionmarksrequiredfor

productionofthiscompactcar.Iamdoubtfulastowhetherpeoplewillpay5,000

marksfora1.5litercar;Opelhascontinuedtoreducethatprice.Moreover ,Ialso
doubtwhetherthiskindofcompactcarwillcontinuetosellinthefutureaswellas

atpresent. Then , ifwehavetopayamillionmarksannuallyininterestonthe
credit ,profitwillbecomethatmuchlessandtherewillbealmostnothingleft."

Kisselreplied: “Onesmallercarisabsolutelyessentialtoimproveuseofthesales
structure.Ourcarmodelsnowarefinallybeginningatthe7,000 markleveland

dealersaresayingthatwithoutalessexpensivesalestarget ,theycancontinue47).
Itisthoughtthatcompactcarswillgreatly flourish , particularlyinGermany ,
whenautomobiletrafficincreasesfurtherbecausetheweightoflargecarsistoo

highforcarryingafewpeople.Thereisnotmuchtoofearofcompetitionfrom

40)Ebenda.

4I)AGermanracetrackandtestcourse.

42)Protokoll16.8.1928, S.1-2.

I'dliketoaddanexplanationhere.Developmentofcompactcarsunder1.5litersbyF.PorscheatDaimler-Benz

didnotactuallybegininthisperiod.AtthetimeofthemergerbetweenDaimlerandBenzin1926, headdesigner

Porschehadalreadypreparedthreenewcarmodels.Thesewerethe5/25PS(1.392lite r) ,8/38PS(2liter)and12

/55PS(3liter) ,correspondingtofactoryproductionnumbersWOI , W02andW03respectively(Table9below).

Asweknow ,thelattertwowereactuallyplacedonthemassproductiontrackatthistime.Meanwhile ,eightunits

oftheW015/25PSprototype , Prototyp , wereaccountedforinthe1926productionstatistics.

Again ,28prototypeunitswereaccountedforin1928productionstatistics(similarly ,Table3-8).Thus ,wecansee

thatalotoftimewasspentoncompactcardevelopmentbyPorscheatDaimler-Benz.

43)Protokolldel'Gesamtvorstandssitzungvom16.8.1928inlJ n tert 込 rkhe i m . S.2.

44)Ebenda.

45)Ebenda.

46) Ebenda , S.2-3.

47) Ebenda , S.3.
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Opelbecausetheyproducecarsthatarecompletelydifferentthanours. However ,

atthispointothermakersaren'tproducinganycarsthatwewouldconsideras

competitiontoour1.5litercar.Inthisclass , thecompetitionisactuallylessthan

inthemoreintermediate-sizecarmodelgroup. Moreover , wewouldalsoholda

betterpositioninanynewmergernegotiationsthatmightcropupifourcarmodel

programwasascompleteaspossible"48).

Schippertspokenext.

“ Without question , theUnterturkheimplantrequiresnewactivity.Withonlythe

presentcarmodel ,theUnterturkheimequipmentisnotbeingusedfully.Ifsalesare

poor ,wewillhavetoreducemonthlyproductionofthe2-litercarto350unitswith

theUnterturkheimplantpresentlyrequiringjustabouteverything ,anewcarmodel
isabsolutelyessentialtosupplementproduction , andIbelievethe1.5-litercaris
suitableforthatpurpose"49).

Nallingerarguedagainstthis.

“ Iagreethatitessentialtoexpandourcustomerbasebyproducingalessexpensive
car. However ,Idon'tthinkthisshouldbedonebyadoptinganewcompactcar;I
thinkitshouldbedonebyreducingthecostof2-litercarproductionandcutting

backpurchaseofrawmaterials.

Frommyviewpoint , the2-litercarisalreadysufficientlysmall. Ifitspriceis

reducedfurther ,itcertaintobeboughtbyawiderrangeofpeople.Inmyopinion ,
therewillbehigherdemandfromMercedes-Benzcustomers , whoareusedto
luxury ,andsoonthe1.5-litercarwillbeenlargedto2litersanyway"50).
Thediscussionfollowingwasavehementresponse.

Thisdiscussionwasclearlynotlimitedsimplytotheproblemofwhetherto

introduce a compact 0.5 liter) car , but encompassed Daimler-Benz overall
managementpolicy.

Ononehand ,arethefollowingdistinguishingpointsfromKisselremarks.
First ,itisimportantthatnotonlyF.Porsche , butWilhelmKissel , whowould

risetothepositionofpresident , Vostandvorsitzende , ofDaimler-Benzaround1930,
clearlysawcompactcarsinthefutureoftheGermanautomobilemarket.

Second , furthermore ,hisattitudewastoenthusiasticallyundertakedevelopment

totheextentofsurpassingAdamOpelatthattime.ItcanbesaidthatDaimler-Benz

isshowingheretheratherextremepositionofgettinginvolvedinthemasscompactcar

market.

Third ,hepointedouttheseverityofthecompetitioninthemoreintermediate
sizecargroup.Fromtheobje

48)Ebenda.

49) Protoko Il16.8.1928, S.3-4.Thisdiscussesmanagementpressuresduetoinvestmentinrationalizationandlow

operationrates.PleasealsorefertoChapterOneofthispaperforGermancapitalismandthepositionofthe

automobileindustryduringbothwarperiods

50) Protoko Il16.8.1928,S.4.
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Fourth ,hewasinclinedtopursuenewmergernegotiations.Wecanseeherethe
GeneralMotorsstyle*mannerofbehaviorDaimler-Benzhadsincethebeginningofits
formation ,withthesupportofDeutscheBank5I).

Fifthand finally , heaspiredtohaveascompleteacarmodelprogramas

possible. Similarlytopoint4, thisclearlyshowsDaimler-BenzM stylebehavior

pattern.

Onthe other hand , Nallinger represented the conservative element in

Daimler-Benz.

Wecangetthisfromhiscommentslikethe2-litercarissufficientlysmalland

Mercedes-Benzcustomers ,whoareusedtoluxury52).

Onthewhole ,whatkindofstancewouldDaimler-Benztakewithregardtothe
expandingoftheautomobilemarketappearinginGermanynow ,withthemassinflux
ofAmericancars?AtthetimeDaimler-Benzwasconfrontingproblemsconcernedwith

decidingonthiskindofstrategy ,disagreementandoppositionexistedwithintheboard

ofdirectors.

TheresultwasthatPorsche , Kissel ,SchippertandNiebelsupportedintroduction

ofacompactcar , whileNallinger , Lang , LoehmanandJahropposedit. Withfour
againstfour , thediscussionsweregreatlydividedandaconclusionwaspostponed.
TwomonthslaterattheboardofdirectorsmeetingonOctober24, 1928, first ,

thedenialofintroducingacompactcarwasconfirmedandsecond , itwasdecidedto

adda2.6-litersuperiorclasstothe2-literTYP200Stuttgart. Thepriceswere6,700
marksforthestandard2-liter , 7,700marksforthe2.6-literand8,700marksforthe
deluxe2.6-litercar53).

Directlyafterthemeeting ,F. PorscheinNovember1928resignedastechnology

directoratDaimler-Benz.AftertemporarilymovingtoAustrianautomobilemaker ,
Steyer , Porschein1930setupanindependentdesignfirm , PorscheKonstruktionen

GmbH ,andsetoutonhisownasiswellknown.

ill Daimler-Benz's ‘Management Chaos'

Thus ,thestartofthenewDaimler-Benzinthe1920swasnotaneasyone.Here
wecanpointoutDaimler-Benz'ssituation , whichcanbesaidtobeamanagement
chaos.

WecanseeapictureofDaimler-Benzincreasingvariouscarmodelsastheyears

pass ,quiteincontrasttoitsearlymanagementdirection.
Whenthecompany started , therewasthe2-liter car , calledtheTYP200

Stuttgart. To this , thebeefed-up2.6-liter260wasaddedin1929, whichwasalso
availableintwovariations:long , Lang ,andshort ,Kurz. Similarly ,a3.5-literversion

51)M.Kruk&G.Lingnau , 100Jα hre Dα imler-Benz DasUnternehmen ,S.323.

52)Canyouhearthe 'Daimler-Benz-liketone' in トJaringerwords つThe developmentbetweenthesetwocontrasting

orconflictingelementsinbothKisselandNallingershapedDaimler-Benzfuture.

53)ProtokollderVorstandssitzungvom24.OktoberJ928inMannheim.S.1-2.(Daimler-BenzA.G.Historisches

Archiv , PD25).
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wasaddedtothe3-literTYP300Mannheim ,andthiswaslatersteppedupto3.7liters
54)

Inparallelwiththis , theTYPNurburg460debutedin1928fromtheMannheim

plan.ThiswasdesignedandsoldtocompetewithHorch'spopular8-cylindercar , the

Horch855). Later ,a5-literversionoftheNurburg460wasalsoadded56).
ThisagaindifferedfromwhatwasinitiallyexpectedandMercedes-Benzshifted

inthedirectionofincreasinglylargeandmoreluxuriouscars. Inthemidstofthis

trend , Daimler-Benzatlastin1930putoutTYP770, theso-calledGrosserMercedes

571 Weighing3,500kgwithexhaustvolumeof7,655cc,theGrosserwasequippedwith
asupercharger , providingmaximumoutputof200PSandmaximumspeedof160kph.

Thepriceofthiscarwas47,500RM 58). Needlesstosaythiscarbecamea"kaiser
wagen ," usedasanofficialcarbyheadsofstatearoundtheworld59).
ThiscartoowasoriginallyDaimler-Benz'sresponsetotheMaybach12(7liter) ,

whichwasloadedwiththeMaybachcompany'sV-12cylinderengine.Anultraluxury

carmaker , MaybachMotorenGesellschaft ,waswellknownforproductionofairship

engines. ItisnotwellknownthattheGrosserwasmadetosecureDaimler-Benz's

dominanceinGermancarsforitself ,an'AbsolutWagen'sotospeak60).
InthiswayDaimler-Benzbegantograduallyincreasethenumberofhigh-end

carsinitscarmodelprogramtocompetewithothercompanies.

Ontheotherhand ,thecompanyaddedasmallercartoitslineupwiththe1931
debutoftheTYP1701.7litercar61).

However , thisacross-the-boardincreaseincarmodelsdidnoteliminate

managementtroubles.InthechangeinDaimler-Benz'sbalancesheetandprofitand

lossstatementintheperiodfrom1927-1932. Weseethecontrastbetween the

apparentlysmallprofit , Reingewinn , in1927-29andtheincommensurable losses ,
Verlust ,in1930andafter.Inthisperiod ,Daimler-Benzcarriedforwardallthemeager
profitonitsbooksinthefollowingfiscalyearandcontinuednotpayingadividend.

Inthisperiodseveralnewmergerplanswerepromoted621,themostimportantof

54)W.Oswald , a.a.O. , S.194-197,238-243.

55)W.Oswald , a.a.O. , S.200-203 , 244-251.

56) Ebenda , S.200.

57) Ebenda , S.144.

58) Ebenda , S.252-267.

59)I'llintroducehι're asectionoftheGrosserMercedescustomerlist.

1930:Sweden'sKingGustavV , , Thailand'sKingProdiadepok , Hunεary's AdmiralHorthy , Berlin じ flIverslty

ProfessorSauerbruch , GennanPresidentPaulvon J-1indenburg , Albania'sKingAchmedZogu , Bulgaria'sCzar

BorisIII, Heinkel'sDirector , WernerofSiemens.

1934:AdolfHitlel¥HermannGoring ,.JosefStalin , Benito 孔'Iussolini.

1937:Japan' 己Emperor Hirohito ,Spain'sheadofstateFranco , Portugal'sPrimel'dinisterSalazar , Donnersmark's

LazyHenche l, HeichPostmasterDr.Ohnesorge , GermanAmbassadorinRome(fromDaimler-BenzA.G.

Historisches.へ rch i v . Betr.:ProminenteKuden.diedenTYP"Grosser¥lercedes"gefahrensind ,gez.Braun , 31.7.63).

60)W.Oswald , a. は.0. ， S.2fi2.

61)¥V.Oswald.a.a.n. , S.2fi2.

62)W.}Iagemann , [JIlS¥'erh αIt 口isderdputschenGro日sbllnkpn zurJndustrie ,Berlin1931,DieDeutscheHank1810-1995 ,

s.
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whichweretheAdamOpelmergernegotiationsthroughDanatBank , promotedby
DeutscheBank ,particularlyinthe1928-29period63). Theoutcomeofthesenegotiations

wasanextremelyimportantissuebecausetherewasanothermergernegotiation

concerningAdamOpelatthesametimeontheotherside.InMarch1929,U.S.largest
automobilecompany ,GeneralMotors ,suddenlyannouncedthecompletedpurchaseof
AdamOpel(acquisitionof80%ofthecompany'sstock). Thisresultwasserious

becauseinthisperiodAdamOpelshowedrapidgrowthintheGermanautomobile

marketandheldthenumberonepositionincompactcars.Thisclearlymarkedanew

phaseinthecompetitionbetweenAmericanandGermancarmakersintheGerman

automobilemarket. Inotherwords , thisshowedthecompetitionofGermanand

AmericancapitalconcernedwiththeGermanautomobileindustryitself.

InthedeepeningoftheglobalpanicafterOctober 1929, therecontinueda
particularlydesperatescramblingtowardmanagementreform.Ifwetakeapeekatthe

boardofdirectorsmeeting64)inthemidstofthis ,inDecember1932,weseethatamajor
problemappearedforthesecondtime. Surprisingly ,thiswasthereappearanceofthe
compactcarproblem.

Porschewasofcoursenotpresentamongtheattendees65). Theagendawashe

conditionofourcompanyfromthepointofviewofourmarketposition.66)

TheminutesshowthatKisselhadabsolutecontrolofthediscussion.Namely ,

Kisselspoke:"OurTYP170andnew2-tontruckareingoodshape.However , the
competitionisbecomingverysevere ,withfrequentoccurrencesofimpropermeans ,and
themarketisshowingaspectsofexcessivecompetition.

However ,onlyimprovingpoliciesandeconomiccondition(NureineBesserung
derpolitischenundwirtschaflichenLage)canalleviatethissituation.(inthiskindof

situation)itisconfirmedthatacontinuingtrendexistsinallmarketstowardlower

pricesandthelowestpricedautomobiles.

Accordingly ,onaccountofthiswehavetoassumethefollowing.Thatis ,ifnot
policiesandeconomicsituation ,andthetrendtowardcheaperpricesandthecheapest
pricedcarscontinues ,salesofourcarmodelprogramwillsurelysufferfurther.
Wecansupplementoutprogramwithacheapercarmodel , thatisoneinthe

3,000RMpricerangebeforeSeptemberorOctober1933. Our1.3-literrearenginecar
C1.3Liter-Typmi.tHeckmotor)hashurdlesthatwemu

63)Ebenda ,S.142, DieDeutscheBαnk 1870-1995, Munchen1995, s.

64)ProtokolluberdieVorstandssitzunginunterturkheimam.3.Dezember1932(Daimler-BenzA.G.Historisches

Archiv , PD25).

65)NotonlyPorschewasgone ,butmorethanhalfthememberswhosatontheboardintheearlyyears0926-27)had

changed.ThosethatremainedfromthestartupyearswereKissel, NiebelandSchippert.

66)DieBetrachtungdel'Situationdel'FirmaimHinblickaufihreMarktlage , Protokoll3.12.1932, S.l.
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Daimler-Benz during the 1920s , nothing like maintaining a firm , consistent
managementpolicy. Naturally ,anumberofelementsappearedfromthisthatwould

decidethecompanyfuturedirection.Nevertheless ,wecansaythatthesedidnotasyet

forma~nified combinationanditwasprobablyachaoticsituationthatwouldlater

includemanycontradictions.

Ontheotherhand ,inthemidstofthetroubleintheGermanautomobileindustry

asawhole , theSchapiroprojectfailedafterallandSchapirogotridofhis

Daimler-Benzstockandbrokeaway(1929). Asa result , afterregularprogress
DeutscheBankfinancialcontrolbecamecomplete67).

AfterOctober1929, inthemidstofthegraduallydeepeningglobalpanic , a
particularlydesperatescramblingtowardmanagementreformcontinued. Through

DeutscheBank , twomanagementrationalizationspecialistsweresenttoDaimler-Benz

68) DuetotheeffortsofMaxH.SchmidandV.d.Porten ,rationalizationadvancedto
thepointwherethecompanybyJune1, 1931wasabletoincreaseprofitevenonsales

of9 ，000RM ・ 6 9 ) However ,actualsaleswerealreadywellbelowthat(1930saleswere
9,900RM; 1931saleswere6,900RM ,) . ByNovemberofthesameyear , asalesmarkof

8,000RM was achieved , but that was soon reduced to the 7,000RM 70) level.

Nevertheless , inthepresenceofloweractualsales0932saleswere6,500RM) , noneof

therationalizationpolicieswereeffective.

Inthissituation ,withDaimler-Benzinaterriblecrisis ,wecannotoverlookthe
increasinglystrongcriticismofgovernmentalpolicysuchasinthewordsofKissel ,who
wasgraduallypushedoutbykeypeople ,andalsointhewordsofG.vonStauss71) ,who
wasadirectorofDeutscheBankandalsosatontheDaimler-Benzauditorscommittee ,

VorsitzendedesAufsichtsrates.

67)¥1.Kruk&G.Lingnau.100JahreDα imer-Ben z dasUnternehmen ,S.128-129.

68)HamburgerStiftung(Hrsg.).a.a.0. , S.92.

fi9) Ebenda , S.93.

70)HamburgerStiftung(Hrsg.) , a.a.0..S.93.

71)BerlinerBorserCouriervom17.12.1932, Daimler-Benz.Dr.vonStraussgegendieAutozollpolitik , etc.


