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Porsche: The Crisis of 1992
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“I am of the opinion that an engineer should always strive
to solve a problem in the simplest manner possible.”

Ferry Porsche

On September 30, 1992, Dr. Wendelin Wiedeking became speaker of the management board of
Dr. Ing. h.c. F. Porsche AG, a famous maker of sports cars in Stuttgart-Zuffenhausen, Germany.
The setting could not have been more challenging: the automotive industry was in a crisis, he
would be the third CEO in as many years, and Porsche’s unit sales had dropped from a high of
58,625 in 1985-86 to 23,060 in 1991-92.

The international media wrote: “The move eliminates sources of internal friction, but does little
to deal with the German car maker’s deeper problems.”* Would Dr. Wiedeking be able to pull
Porsche out of its crisis?

The Beginnings

Dr. h.c. Ferdinand Porsche, born in 1875 in Austria-Hungary, was the progenitor of the Porsche
business empire.? In 1889, Porsche developed his first car, the Egger-Lohner C2: it was 100%
electric and full of innovative ideas.® His engineering genius subsequently left a mark in the
industry: first hybrid car, first all-wheel drive car, first wheel-hub engine, first mid-engine sports
car, to name a few.* After having worked successfully at Lohner, Austro Daimler, Daimler,

1 Wall Street Journal, Sep. 28, 1992.
2|n 2021, the Porsche and Piéch families owned 31.3% of VW Group and held the majority voting rights.
3|t is the first car visitors see when they enter the showroom of the iconic Porsche Museum in Zuffenhausen.

41n 1999, the 132 leading automotive journalists from around the world named him the “Car Engineer of the 20th Century.”
The same journalists also voted his grandson, Dr. Ferdinand Piéch, as the most important automotive manager and the VW
Beetle and Porsche 911-both developed at Porsche—as the 4th and 5th most important cars of the 20th century.
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Daimler-Benz, Steyer and Auto Union over several decades, in 1931 Porsche founded
Dr. Ing. h.c. F. Porsche GmbH, an engineering office specialized in engine and chassis design in
Stuttgart, Germany. He recruited his son, Ferry Porsche, his son-in-law, Anton Piéch and several
previous co-workers. In 1934, Nazi dictator Adolf Hitler hired the firm to design and build a
prototype of a people’s car (“Volkswagen”), which eventually became the VW Beetle.> After
WWII, Ferdinand Porsche struck a “golden deal” with Volkswagen: the company would pay
Porsche DM 5,00 (approx. €2.50) for every Beetle sold and give his company access to the
Beetle’s parts at cost. At the time, nobody expected that eventually more than 21 million Beetles
would be sold.

Immediately after the war, the company repaired cars and built water pumps and winches to
stay afloat.® During this time, Ferry Porsche, the son of the founder, designed the Porsche 356.
It was the first true Porsche, a light, rear-engine car with a tubular chassis, that eventually sold
more than 70,000 units (original target: 10,000 units). Serial production started in 1950, when
the company returned to Stuttgart. In 1956, a 356 derivate, the Porsche 550 Spyder gave
Porsche its first overall win in a major sports car race, the famous endurance race Targa Florio
in Italy (see Exhibit 1 for famous Porsche models).’

By the end of the decade, it was clear that the 356 was getting old. In 1963, Porsche introduced
the legendary 911 at the Frankfurt Auto Show (IAA):® an air-cooled, rear-engine flat-six sports
car, designed by “Butzi” Porsche, Ferry’s eldest son. The 911 turned out to be the most
recognized sports car of the 20th century (see Exhibit 2 for the Porsche-Piéch family tree).

During the same time, Ferdinand Piech developed an endurance race car: the Porsche 917. It
gave Porsche its first overall win at the 1970 twenty-four hours of Le Mans, the most famous
endurance race in the world.?

During the late 1960s, several members of the Porsche and Piéch families were on the executive
board. Frequent disagreements led the family patriarch, Ferry Porsche, to decide that all family
members had to leave active management. In March 1972, Dr. Ferdinand Piéch, head of R&D;
Ferdinand Alexander “Butzi” Porsche, designer; Hans-Peter Porsche, head of production; and
Ernst Piech, Porsche Salzburg either left or moved into the newly formed supervisory board with
six seats each for shareholders and workers representatives.'® Porsche also became a public
limited company, Porsche AG. Shares were divided equally between members of the Porsche
and the Piéch families.

> Vettraino, J.P. “Porsche at 60: The Little Sports-car Company that Could,”
http://www.autoweek.com/article/20081222/FREE/812229989, accessed February 17, 2009.

6 Kelly, op. cit.

7 No other car brand has won the classic Targa Florio more often than Porsche.
8 At the time, it was called the “901,” but Peugeot had secured the rights for all numbers with a “0” in the middle, hence “911.”
2 No other car brand has won the legendary 24 Hours of Le Mans more often than Porsche.

10 Germany has a two-tier board structure, with equal seats given to worker representatives.
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Porsche CEOs from 1972 to 1992
Prof. Ernst Fuhrmann (1972-1980)

Ernst Fuhrmann had been with Porsche from 1947 to 1956 and had developed the famous
“Fuhrmann” engine of 1953 (it won the Carrera Panamericana in Mexico, giving birth to the
“Carrera” name). In 1971, he returned to become COO and eventually CEO. Austrian by birth, he
knew the families very well. In 1973, the first oil crisis hit and put the focus on consumption.
Porsche’s 911 did not do well here and so Fuhrmann developed an entry car, the Porsche 924. It had
a four-cylinder Audi engine and was built at the Audi factory in Neckarsulm, close to Stuttgart. The
924 sold more than 100,000 units during its production (1975 to 1988) but had thin profit margins
and received the nickname “secretaries’ Porsche.”

By the mid-1970s, the Porsche 911 had been in production for a decade with only cosmetic
changes. Fuhrmann was convinced that the time had come to replace it and put its continued
development on hold. He was little concerned that Ferry Porsche—and many Porsche fans —had
an emotional attachment to the car and developed the Porsche 928, a car with a water-cooled
V8 front-engine, trans-axle drivetrain and larger than the 911. Introduced in 1977-78 it was
priced well above the 911. Ferry Porsche perceived the 928 to be in a different segment, more
in line with Mercedes limousines. He accused Fuhrmann of being “the gravedigger of the 911.”*!
While Ernst Fuhrmann was able to grow sales from DM 400 million to DM 1,350 million,
increasing tensions with the family led the board to end his contract in November 1980.%2

Peter Schutz (1981-1987)

Peter Schutz, a German-American engineer born in Berlin, was named CEQO in January 1981. Prior
to joining Porsche, he had worked at Caterpillar and Cummins Engine, USA. From 1978 onwards
he had led the engine division of Kldckner-Humboldt Deutz in Germany.'3 A trained engineer,
experienced salesperson and accomplished pilot, he was hired because the board was “looking
for someone who can get these capable people to march in the same direction and work
together.”** Schutz and Ferry Porsche took an immediate liking to each other and Ferry moved
his office back to Porsche grounds (under Fuhrmann he had left the company’s premises).

Unlike Fuhrmann, Schutz’ management style was very un-hierarchical. When he arrived, he
asked his top managers: “What is happening at Porsche that is so exciting that you can hardly
wait to run and tell our customers and dealers about it?”—there was silence in response.'®Schutz
decided that Porsche had to return to Le Mans to get its passion back. The response was positive:
“I did not want to make any judgement one way or the other at first, but now Peter Schutz has
proven he is the right man for Porsche,” said one of the leading engineers.

Schutz asked a simple question: what product was generating profits for Porsche? The answer
was clear: the 911. Development continued with the 1982 launch of the 911 SC Cabriolet.

11 Ludvigsen, Vol. 2, p. 821.

12 €1 is approx. DM 2

13 Deutz produced large Diesel engines for ships, trains and trucks.
14 Quote from: The Driving Force, Peter Schutz, 2005.

15 Quote from: The Driving Force, Peter Schutz, 2005.
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