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Nardelli Tries to Shift Chrysler's Culture
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Detroit

With Chrysler LLC losing money and its market share plunging in the U.S., Chief
Executive Robert Nardelli is tackling what he sees as the root cause of most of the auto
maker's problems: its Old Detroit mind-set.

Over the decades when Detroit's Big
Robert Nardelli discusses whether Cerberus Capital Three dominated the nation's auto

Management would have bought Chrysler Group had it market Chrysler General Motors
foreseen the current rise in gas prices and its impact on the ! !

auto industry. He speaks with WSJ's Alan Murray. (June 11)  Corp. and_Ford Motor Co. often put

their own priorities, like keeping their
plants running at full capacity, ahead of satisfying customers. Now, Mr. Nardelli is trying
to replace those old habits with some of the no-nonsense management principles that
have fueled the success of General Electric Co., one of his former employers.

On Wednesday, the top 300 executives at Chrysler are expected to turn off their
BlackBerrys and begin three days of in-house management seminars aimed at putting
customers first in all of Chrysler's operations. Mr. Nardelli himself is scheduled to lead a
session on the corporate culture of a customer-driven company.

The event is the centerpiece of a broader, yearlong effort by Mr. Nardelli to overhaul
attitudes at Chrysler. "The traditional way of running the company got us where we are
now," Mr. Nardelli said in an interview last week. "So we're trying to break some of the
old paradigms."

Since August, when Cerberus Capital Management LP acquired Chrysler and installed
him as CEO, Mr. Nardelli, who left the top post at Home Depot Inc. early last year amid
a dispute over his pay package, has vowed to turn the company into a smaller,nimbler
and much more profitable auto maker.

But his role has remained unclear.

As a newcomer to the industry, he Nardelli, speaking at the Journal's Deals & Deal Makers
often defers decisions about new conference, responds to an audience member's question on
. . . . how Chrysler plans to adjust to the rising cost of fuel. (June 11)
vehicles to Vice Chairman Jim Press, a
former Toyota Motor Corp. executive who joined Chrysler in September. Another auto-

industry veteran, Tom LaSorda, runs the company's manufacturing operations.
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But Mr. Nardelli has taken charge of re-evaluating some of Chrysler's traditional ways of
doing business. The campaign for cultural change is "a big focus for Bob," said Nancy
Rae, Chrysler's head of human resources. "We're leveraging his background" at GE.

GE is known for agile decision-making based on carefully compiled data the company
keeps on its various businesses, including their cash flow, competitive position and other
details.

Mr. Nardelli doesn't have much time for his new ideas to sink in. Although he says
Chrysler is hitting its financial targets, he acknowledges the company is chalking up
losses and burning through cash. And its business is being hammered as $4-a-gallon
gasoline drives buyers away from trucks, sports-utility vehicles and minivans, vehicles
that make up about 70% of Chrysler's sales.

In May, Chrysler's U.S. vehicle sales fell 25%, and they are likely to continue falling
because Chrysler offers few small cars and those it has aren't big sellers.

Mr. Nardelli's campaign started earlier this year with detailed assessments of the
company's 300 leading executives, many done by Mr. Nardelli himself. Plans call for this
week's three-day seminar for top executives to be followed by four more two- or three-
day training sessions throughout the rest of the year.

The Chrysler CEO is also scheduling what he calls "fireside chats™ with 10 or 12
executives one or two evenings a month to discuss the company and its challenges.

One possible impediment to the campaign's success is Mr. Nardelli's brusque style, which
hasn't always gone over well with Chrysler employees. While some embrace his new
ideas, others brush them off as consultant-speak. Others say his determination to do away
with established methods rubs some people the wrong way.

Late last year Chrysler's top spokesman, Jason
Vines, left the company after clashing with Mr.
Nardelli, people familiar with the matter said.
Another senior spokesman who worked closely
with Mr. Nardelli left earlier this year. A well-
regarded engineer, Mike Donoughe, who was
put in charge of a key vehicle project, had
differences with Mr. Nardelli and was ousted,
people familiar with the matter said.

an outdated mind-set. .
Messrs. Donoughe and Nardelli. Mr. Donoughe
didn't respond to several phone messages seeking comment.

Messrs. Nardelli and Press began thinking about changing Chrysler's culture soon after
they joined the company last year. They found some of its practices worrisome.



Promotions were often based more on seniority than performance. Overly optimistic sales
forecasts led to poor planning and decision making. They also saw a tendency for the
company to use the cheapest parts available, even if that compromised quality.

In an effort to turn the situation around, people familiar with the matter said, Mr. Nardelli
had dozens of top Chrysler executives read "The Ice Cream Maker," a book by quality
consultant Subir Chowdhury. He also

named a chief customer officer.

In addition, Mr. Nardelli began Nardelli says company owner Cerberus Capital Management
bringing in outsiders to offer advice on T2 fee e ey from the Deals and
turnarounds. A few months ago, a Deal Makers conference. (June 10)

former International Business

Machines Corp. executive talked about how the computer company merged some of its
divisions, a person familiar with the matter said. Mr. Nardelli then began working with

Ms. Rae on the series of five seminars that kicks off Wednesday.

Mr. Press, meanwhile, has worked to refine Chrysler vehicles. A few months ago, he
drove the company's Challenger muscle car just before it went into production. It features
a push-button start instead of a key, but Mr. Press was concerned because the button
needed to be held down until the engine fired, a person familiar with the matter said.
Given that requirement, Mr. Press questioned the point of the push-button design, this
person recalled. At the last minute, however, the car got a new push-and-release button.

Earlier this month, Mr. Press was at Chrysler's test track, driving the Chrysler Sebring
sedan. Afterward, he ordered softer bushings in the suspension and more sound-
deadening material to give the car a quieter ride, a person familiar with the matter said.

Around the same time, Chrysler got a reminder of how much farther it still needs to go.
J.D. Power & Associates was about to release a closely watched quality survey in which
the company's three brands -- Chrysler, Dodge and Jeep -- all ranked below the industry
average, and Jeep was dead last.

Just before the survey was made public, Mr. Nardelli wrote a memo reminding
employees to confront the company's problems. "Do not let anything override the priority
to satisfy the customer,” he wrote. "To win in a competitive market, We need to install a
mind-set of never being satisfied with 'good enough.™
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