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Introduction

In January 2024, Miguel Angel Lépez Borrego, CEO of German diversified industrial giant
thyssenkrupp, reviewed his first action-packed six months on the job. Having taken the reins on
June 1, 2023, for a three-year contract, Lopez had three priorities—continue the green
transformation, improve performance, and implement portfolio measures—to get the company
back on track in the short term and cultivate long-term sustainable health. Already, he had faced
a tremendous set of challenges, not least of which was a desire by some shareholders to divest
of thyssenkrupp’s iconic 200+ year-old steel business.*

Throughout fiscal 2023, results had been concerning; revenues had fallen 8.8% to €37.5 billion,
and operating profit had dropped 56.8% to €657 million from the prior year. (See Exhibit Al for
the company’s financials.)?> The long-term stock price performance added to the troubles,
hovering around €6.30 per share, which was 86% lower than its all-time high at €45.86 in May
2008. The company’s 200,000 shareholders, including the Krupp Foundation (21% of voting
rights)® and a wide array of other institutional investors, were eager to see the share price
recover. (See Exhibit A2 for the share price history.)

Lépez had taken a number of decisive steps. In July 2023, thyssenkrupp spun off the nucera
green hydrogen business, generating initial public offering (IPO) proceeds of €526 million, while
retaining 50.2% of the division. The company also received €2 billion from the German federal-
and state-level governments to produce steel sustainably using electricity.* Talks to sell a 50%
share in the steel business to the EPH group (backed by Czech billionaire Daniel Kretinsky) were
underway. Additionally, the German government disclosed that it was considering taking a stake
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in the Marine division.® In September, Lopez announced the dissolution of two divisions, Multi
Tracks and Industrial Components, with their businesses divided under Automotive Technology
and a brand-new business unit, Decarbon Technologies.® Finally, he rolled out the company-
wide APEX program to ensure solid financial performance and steady dividend payments.’

As Lépez looked to transform the company, how could he ensure success? Employee
representatives and unions had publicly criticized Lopez for not including worker representation
in the negotiations with EPH’s potential stake in the steel business.® From the outset, Lopez had
promised employees there would be “no standing still.”® How could he deal with the multiple
different stakeholders such as employees, unions, the board of directors, customers, suppliers,
the Krupp Foundation, and institutional shareholders while maintaining the rapid pace of change?

Early background of thyssenkrupp (1811-2001)

The foundation for what would become thyssenkrupp began in 1811 when Friedrich Krupp
began casting steel in Essen, Germany.'° During the 1850s, the company pioneered a number
of social programs for its workers, such as benefit insurance, pension funds, and housing.!
Separately, August Thyssen established his first operations manufacturing iron in 1867
(the Thyssen Group was later founded in 1891).%? Both companies developed throughout the
subsequent century, expanding internationally and into different steel products. Thyssen and
Krupp were considered instrumental in Germany’s post-war industrial expansion, known in the
country as “Wirtschaftswunder (economic miracle).”*3 In 1991, Krupp successfully completed a
hostile takeover of German steel rival Hoesch (in the months preceding the takeover, Krupp had
built up 24.9% secret holdings of Hoesch).

The merger of Thyssen and Krupp

Krupp and Thyssen began cooperating in 1995 when they formed a joint venture for stainless
steel.’® Although the idea to merge Krupp and Thyssen had been topical for decades, by the late
1990s, consolidation was rippling through the global steel industry, and in response, Krupp
mounted a hostile takeover of the larger Thyssen.*® The two companies officially merged in
1999, creating an entity with sales of €36 billion and 173,000 employees®’ across 23 different
business units under five main segments: Steel, Automotive, Engineering, and Materials &
Services.*® The company had co-CEOs: Ekkehard Schulz from Thyssen and Gerhard Cromme
from Krupp. In.2002, Schulz became the sole CEO and Cromme, chairperson.’® The merger
resulted in 20,000 people losing their jobs.?°

Striving to become a “steel giant” (2002-2012)

International steel expansion

After the merger, thyssenkrupp divested of 29 companies?! and consolidated its European
steel operations into mega plants, such as the Duisburg site, which was distinct from
competitive approaches that pursued a distributed network of mini steel mills.?? Abroad,
thyssenkrupp invested $1.4 billion into a multi-year joint venture in China to create Shanghai
Krupp Stainless.?®> The company then invested €12 billion to build up its operations in the
Americas: a Brazilian joint venture with mining giant Vale to create the subsidiary CSA
(Companhia Siderurgica do Atlantico)?* and a greenfield project to build a steel plant in
Alabama, US.?> Amid continued consolidation in the industry, thyssenkrupp was at various
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stages of major mergers and acquisitions, such as a proposed merger with France’s Unisor, an
unsuccessful bid for Canada’s Dofasco, and conversations to tie-up with Luxembourg’s Arcelor
(in 2006, Arcelor and Mittal merged).?®

Losses, restructuring, and exiting Steel Americas

By the end of fiscal year 2009, thyssenkrupp posted a pre-tax loss of €2.4 billion.?” When Schulz’s
contract was up in 2011, the company recruited long-time Siemens executive Heinrich Hiesinger
in an attempt to build up the non-steel divisions, including what some analysts termed the
“unfocused technologies unit.”?® At the time of the announcement, news articles described
thyssenkrupp as “an extreme smorgasbord” and commented on market sentiment towards the
company: “investors have long bemoaned Thyssen’s opagque conglomerate structure and its
apparent ignorance of investors beyond the Krupp family foundation.”?° The situation worsened
in 2012, when the company shook up its senior management team after discovering price fixing
in the elevator and rail businesses, misappropriation of funds, and a miscalculation of costs in
the Steel Americas division.3® At the end of fiscal year 2012, the company posted full-year net
losses of €5 billion, largely caused by a €3.6 billion write-down on Steel Americas operations.3!
At the time, Hiesinger said, “The Steel Americas project and the various compliance violations
have not just caused immense financial damage. We have also lost trust and credibility.”3?

Diversified industrial company (2013-2019)

In late 2013, thyssenkrupp sold its US steel operations to ArcelorMittal and Nippon Steel for
$1.55 billion (€1.17 billion) after an 18-month process involving five bidders.3® The Brazilian steel
operation divestiture was finalized in early 2017, selling for $1.6 billion (€1.5 billion) to
Argentina’s Ternium Group.3* Overall, the cumulated loss for expanding into the steel in the
Americas was estimated at €8 billion; the sales allowed the company to focus on higher margin
industrial divisions, namely -elevators, submarines, and automotive parts.3®> As part of the
renewed focus, the company.changed its branding including a new logo and writing the company
name in lowercase, “thyssenkrupp.”3®

The proposed Tata merger

To address its European steel business, overcapacity in the industry, and competitive pressures
from low-cost Chinese steel producers, thyssenkrupp agreed to merge with India’s Tata Steel to
create a JV to become the second-largest steel producer in Europe after ArcelorMittal.?” The
planned 50-50 joint venture represented €15 billion in sales and promised annual synergies up
to €600 million, partly through up to 4,000 job reductions.®® Whereas the deal garnered the
support of the Krupp Foundation and Tata’s UK unions,>® the German trade union |G Metall and
the thyssenkrupp Works Council (which held seats on the company’s Supervisory Board) initially
were against the deal.*® Despite the positive response from some investors to create the joint
venture with Tata, other investors called for bigger and faster changes to improve returns.*!

Changes to leadership and structural plans

Shortly after confirming the European steel JV with Tata Steel, Hiesinger resigned from the top
post.*? The leader of Cevian, thyssenkrupp’s second largest institutional investor, commented,
“We welcome the CEQ’s resignation as this could be a sign of a change of strategy, a move
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