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Unit One

The Age of “Globality”

It was a stunning deal. Even more stunning, says Pulitzer Prize-
winning author, is what DaimlerChrysler tells us about the world.

By Daniel Yergin
Starting Time: Minutes Seconds

Big is in, and “very big” is very in. Barely a week goes by without another large and of -
ten astonishing merger. There is hardly time to recover from Citibank and Travelers, with
its frontal challenge to New Deal banking rules, before Daimler-Benz and Chrysler take to
the road, shaking the automotive and financial world. In between, a couple of huge banks
get together, and Germany’s dominant publisher sweeps in to acquire perhaps the most fa-
mous name in American books. What seemed to be the megamergers of yesteryear begin to
look more like minis.

The scale and audacity of these combinations are impressive, of course. But they also
make people vaguely uneasy. Are these combinations becoming too powerful, too domi-
nant—simply too big? The cross-border mergers provoke a deeper anxiety: will the tidal
wave of transactions wash away national character? The question is particularly pointed for
“Daimler Chrysler.” After all, Chrysler was enough of a national champion to be bailed out
by the federal government in 1978 ; and somehow it seemed altogether fitting that rescuer-in-
chief Lee lacocca would also take on the project of refurbishing another national icon, the
Statue of Liberty. For its part, Daimler-Benz is the very epitome of German engineering
prowess and its Mercedes cars the embodiment of prestige on wheels.

The $38 billion proposed combination underlines a momentous fact: the world is enter-
ing a new type of capitalism. Karl Otto-Pohl, the former head of the German Bundesbank,
calls it “the era of very big companies.” And those very big companies, in turn, reflect the
fact that the world economy is undergoing fundamental change.

For several years now, “globalization” has been the mantra for the expansion of interna-
tional trade and foreign investment and the integration of markets. But we are now begin-
ning to see a reality beyond globalization—the world of “globality. ” This is not so much a
process as a condition, a world economy in which traditional and familiar boundaries are be-
ing surmounted or made irrelevant. Companies and investors operate in a 24-hour world.
Currency traders see the same information at the same time, and can act on it simultaneous-
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ly, whether they are in Singapore, London or New York (assuming only that they are all
awake at the same time). Billions of dollars move at the push of a button. Global branding is
the great game. Work is networked among North America, Europe and Asia via computer.
And even the very idea of a corporate headquarters is beginning to become a metaphysical
concept; increasingly, the corridors in which managers run into each other are not physical
but electronic.

The forces creating this new globality are the very imperatives that are driving the
mergers. One is the demand by money managers—themselves competing to retain and attract
assets—for quarterly performance and earnings growth that will propel stock prices upward.
It is they, ultimately, who are calling the tune these days. Outside the United States and
Britain, this has become known as the “Anglo-Saxon model of shareholder value. ”

Daimler’s path to the altar began five years ago, when it made the crucial decision to
put itself under the sway of the “Anglo-Saxons” by listing itself on the New York Stock Ex-
change. To do so, it began to use U.S. accounting standards that revealed that, contrary to
its German acocountants, it wasn’t doing very well at the time. Since then, Daimler has re-
made itself from a clumsy conglomerate into a firm focused solely on the automotive industry.
Its further quest for shareholder value has now led it to Chrysler. And the much higher stock
price with which it has been rewarded for its conversion to the Anglo-Saxon faith provides
the currency it is using to pay for the deal.

The second driver is in the marketplace itself. The borders that constrained commerce—
- but also protected companies from the full brunt of competition—are eroding. Governments
are retreating from control of the commanding heights of their economies: they are privatizing
and deregulating. Barriers to trade and investment are coming down rapidly. Ever-cheaper
communications and ever-faster computers, along with the Internet, are facilitating the flow
of goods and services, as well as knowledge and information. Increasingly, companies are in-
tegrating their global strategies with global capital markets.

All this greatly widens opportunities. It also greatly intensifies competition. This—a-
long with the demands of investors—means that pressures for performance will become ever
more relentless. The result is the propensity to merge—in order to improve corporate perfor-
mance, protect and enhance the company’s competitive position, build and protect broadly
based brands and gain all the advantages of scale in wider markets.

For Daimler-Benz and Chrysler, the merger is about assembling the right parts to win in
the global automotive market. This is a merger driven by industrial logic and growth strate-
gy, rather than by the cost-cutting that often underpins mergers. Chrysler is basically a
North American company, strong in lower-priced cars, very strong in sport utility vehicles,
but weak internationally. Daimler’s Mercedes makes it pre-eminent in the upper part of the
automotive market—but not in the United States. On its own, Chrysler has little hope of
building its non-U. S. franchise, while Daimler suffers from being a minor player in the in-
novative—and huge—U. S. market. Neither is strong in Asia. Together, they become a
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full-range auto company, capable of competing in almost every arena, equipped to deploy
huge cash flow and technology around the world.

The way the deal is being done is also noteworthy, underlining how the world’s capital
markets are being integrated. Chrysler shareholders are not going to receive cash; they are
going to end up with shares in the German company. Five years ago, such a financial struc-
ture would have been, at best, most improbable and almost certainly unacceptable to in-
vestors.

Putting a deal like this together is nevertheless an immense undertaking. Getting it
closed is more than challenging. But the hardest part will be making it work. At the outset
of mergers, the tendency is to downplay the differences in style, corporate values and nation-
al character. But history indicates that those differences often turn out to be more problemat-
ic than initially anticipated. Even with the best of intentions—and the most attractive incen-
tives—friction, at the very least, is inevitable, and managing such friction is a major task.

One of the problems of the new globality is that it encourages scale and yet at the same
time requires greater emphasis on managerial creativity, entrepreneurial values and initiatives
and responsiveness to the market. Surely one of the most important challenges for the new
company will be to avoid squelching those characteristics in the course of integrating the two
operations. The point is to become more flexible, fast-moving and adaptive, not less.

A huge risk in this new era of megamergers is to be blindsided in the quest for global
scale. Yes, the competitive playing field is much wider than ever before. But that does not
mean that national values, tastes and character have disappeared—whether within companies
themselves or among their customers. A company, big or small, that misses that reality is
quite likely to produce less value.

Yergin is coauthor with Joseph Stanislaw of *“ The Commanding Heights: The Battle
Between Government and Marketplace That Is Remaking the Modern World” ( Simon
& Schuster , 1998). He is president of Cambridge Energy Research Associates .

Finishing Time: Minutes Seconds
Words & Expressions

globality [ glaubeeliti] n. 2K

stunning [ stanip] a. £ ABEKN, S ABBAORK
deal [dil] n. &5

in [in] a. BN, RITH

go by (Bf[E])ad 3, #i %

merger [modze] n. (A AW EH)EH
Citibank  7EHE4RAT



Travelers &7 HKE1T

frontal [frantl] a. IEM K, M i L&Y

take to the road L3, % ,/530

in between 7E---Z[B], /- THEZME

sweep in BT A

megamerger [‘megomadzs] n. BB FKEHF

yesteryear [jestsjor] n. Z4F

mini ['mini] n. XEY, /DAY

audacity [ordeesiti] n. JHE,JBIR

vaguely [veigli] ad. BBIHb, &I H 74

uneasy [anizi] a. AEH, REBH ; REFRK

transaction (traenzeekfon] n. &5

cross-border [ krosboide] a. BRI R

pointed [‘pointid] a. HE XM, HHBKH

provoke [ praveuk] v. ¥, 5l

tidal wave RN (FEHAT HZ YR EHE)

wash away hiE , s

enough of... RUI({EN)

bail out fEIER R 5%, (R %, R BY

altogether [ oltogedo] ad. T2, 2R

fitting [fitip] a. AEW, 1A HW

rescuer-in-chief [reskjus-in-tfif] FEEHHE

take on FFEAMH, FFIRALE, R4

refurbish [ ricfabif] v. BIE, EHEX

icon [‘aikon] n. B®; XM

the Statue of Liberty (EE)H B ZT#HBK

for one’s part TE---—FHE ;X5

epitome [ipitami] n. ¥ , L

prowess [‘prauis] n. ZNH B4 88, 28 H M BB

Mercedes [ moseidizz) n. MFEBHERE (—FHEE=RE)

embodiment [imbodiment] n. &,k 5

prestige [prestiz] n. £8 ,FE &

underline [ andslain] v. &if, - HEEE;E--HTEMK

momentous [ moumentss] a. EKH, EEH

Bundesbank & 7 RFT

in turn SLaE R W, KK

undergo [ andsgou] v. 257, #8% , 2%

globalization [ glsubslaizeifon] n. 2¥RL » '

mantra ['meentra] n. %3, MK, (IEHEMAREB TH) SRS
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integration [ intigreifon] n. ¥4 , By —&k
irrelevant [irelivent] a. AM<AY, HEH
currency | karensi] n. ®W,#4T, Mk

act on REFT3h

simultaneously [ ;simoalteinjosli] ad . & 8T ih

not so much...as... SHER---BEARMBER -
surmount [sormaunt] v. KR, B8, TR

at the push of a button RFE#H— T %4

brand [breend]} v. WE#H F

game [geim] n. KB, i

network [netwokk ] v. DARIZEEEHE , R4R4L

via [vaio] £ /1,4 ,168)

corporate [ koporit] a. HI&#, A FH
metaphysical [ metofizikal] a. T L8, IR K
run into ER, BN

imperative [imperativ] n. TE, LEH

drive [draiv] v. 330, (2%

asset [‘zset] n. ¥E™=

quarterly [kwotoli] a. BEEMH

propel [propel] v. #3h, BWE

stock price JR{EH , BB

ultimately [‘altimitli] ad. HZ&#

call the tune EWF, REHES, RE—Y]
Anglo-Saxen [‘englouskson] a./n. UEENHEN(A, BX), EHS—FERBA(N)
shareholder [[eahoulde] n. BH ,BRERA A
altar [oidto] n. &5, X1

crucial [kru;fol] a. REHEKN , BEEN
put...under the sway of... ¥#---BTF--EHMZT
accounting [ okauntin] n. &3-HIE, 4K, 4%
reveal [riviil] v. 858,857

contrary to 5--FK

clumsy [kiamzi] a. EHE,THRER
conglomerate [kan’glomerit] n. BEXW, BE2Y,BEH&
quest [kwest] n. BK,FK

lead to F3,5(MH

stock [stok] n. ¥4 A, R4, RE

conversion [kenvaifon] n. 3738, Bk (FHEE M) RK
driver [‘draive] n. 3177, [ F ¥ E 5

constrain [ konstrein] v. PR, 4K



brunt [brant] n. EEWH(BHENS), ik, #E

erode [iroud] v. BT, Zih, Y55

retreat from... -8

commanding height & &

privatize [praivataiz] v. FAF L

deregulate [diregjuleit] v. BEXT - KB RIFE , BERXT--- By Hl

barrier [beerio] n. PHFF, BEFR

come down X%, i

ever-cheaper [‘evatfiipa] a. BB

facilitate [fosiliteit] v. B4R, EHH,EE 5

strategy [‘streetidzil n. 8,8, 1%

intensify [intensifai] v. 384k ,34%&, N3k

relentless [rilentlis] a. R/, THEH

propensity [ propensiti] n. &, B H

enhance [inhamns] v. 38, ¥

assemble [osembl] v. A%, 4, KK

cost-cutting [kostkatin] n. FE{E3EH

underpin [ ,andopin] v. 3, 3%, B &R

utility vehicle ZHRFWH, RAFARTEHN, RAREIHER

pre-eminent [ prifeminont] a. BHH,RHK, HLH

onone’sown AN, M RECKHAORE

franchise [freentfaiz] n. (AFRHBEHATHEX - BEXEELFH)RTFLHEN K
WEHEKX

innovative [inouvaitiv] a. BA EFEMH, EFK, QK

full-range [fulreindz] a. EE R #, 2HE/Y

arena [orimoa] n. FEHFHET, EHHT

deploy [diploi] v. JAZ), A, ME

noteworthy [noutiwa:di] a. HBEEMN,BEH

end up with... Di--&H,--H&

at best BRIFFE T

put together 4G L5 ¥, ¥&

undertaking [ andateikin] n. {£% , 3,40

more than JE# 3L

at the outset of... 7E---&#]

downplay [ daunplei] v. Xt --B#IRE , 1K, Bl

turn out ZRE,BEBRRN

initially [inifoli] ad. 430, R

incentive [insentiv] n. 3171, B

friction [frikfon] n. EE¥E,RA



at the very least RS

managerial [ \mznodgzierial] a. ‘BHEFHEK, 25 LK
entrepreneurial [ ontrepranarial] a. &M B, T A
initiative [inifistiv] n. E3IHM1T3), B, 5O, 3
responsiveness [ risponsivnis] n. R BEH

squelch [skweltf] v. B, ERE, @E; @ R E/EAE

flexible [fleksobl] a. F M, RIEMN, 5K

in the course of 7£---id B

blindside [blaindsaid] v. HERNERITE; EM, GHRIERBENERE)MTARR
in the quest of ZEER---BHSBEH, HBK---

playing field 3% ,%$3%

Comprehension

1. The main theme of this passage is:
A. International business mergers have entered a new era.
B. The Daimler-Chrysler merger is the biggest in history.
C. Transnational companies are more efficient than domestic companies.
D. The amalgamation of motor car companies is an inevitable trend.

2. What does the author mean by “Big is in”?
A. Large things are more important than small ones.
B. Motor cars are getting bigger and bigger.
C. It is fashionable to form large business companies.

D. Small things are always on the outside.

3. International business mergers “make people vaguely uneasy” because:
A. they will lead to price increases.
B. the world is entering a new type of capitalism.
C. the world economy is undergoing fundamental change.
D.

they may do away with national characteristics.

4. What metaphor does the author use to describe the merger trend?
A. The Statue of Liberty. B. A tidal wave.
C. Prestige on wheels. D. The great game.

5. Which of the following best describes why the word “globalization” is called a “mantra”?
A. It is vague but it sounds impressive.
B. It was coined by Lee lacocca.
- 7 .



C. It is a Buddhist term.

D. Mantra is easier to pronounce than globalization.

6. “Calling the tune” means:
A. Going into the music business. B. Putting cassette players in motor cars.

C. Exercising control. D. Boosting stock prices.

7. “Daimler’s path to the altar” compares the company’s merger process to:
A. A religious conversion. B. Wedding preparations.
C. Visiting a church. D. Anglo-Saxon architecture.

8. Why is “assembling the right parts” an apt description of the Daimler-Chrysler merger?
A. Because the merger was driven by industrial logic and growth strategy.
B. Because they have achieved advantages of scale.
C. Because the move was the correct corporate strategy.
D. Because it reminds us that they are automobile companies.

9. What is noteworthy about the way the deal is being done?
A. Government officials are handling the negotiations.
B. The merger is no longer unacceptable to investors.
C. Chrysler shareholders will receive shares, not cash.
D. The world’s capital markets are being integrated.

10. What does “blindsided” mean?
A. Taken by surprise by a competitor’s winning move.
B. Blindly pursuing business goals.
C. Narrowing the competitive playing field.
D. Ignoring national values, tastes and character.

Writing

Summarize the passage in about 100 words.



