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Part 1: Thriving on Mergers is the Secret to Peugeot’s Success 

For  the next 11 monthly  CFBR columns in  2019,  we will  examine how
long-standing family  firms can envision a brighter  future by cultivating
their heritage. We will start the year’s first column with a look at one of
the oldest and yet most successful carmakers in the world,  Peugeot, a
company whose heritage has been amplified on the world stage by three
key mergers. In the first merger, Peugeot helped a French automaker out
of  a  difficult  situation,  in  the  second,  a  Chinese  partner  came  to  the
rescue of Peugeot, and in the third, a reinvigorated PSA acquired the Opel
and Vauxhall brands. 

Peugeot  is  a  208-year-old  family-owned  business,  and  for  most  of  its
history was managed by members of the Peugeot family that endowed
the French automotive  industry  with  a  rich  heritage.  Peugeot  cars  are
prized for their high quality and ingenious design throughout the world. Its
origins  date  back  to  1810,  when  the  founder,  Jean-Pierre  Peugeot,
transformed a small grain mill into an iron foundry to laminate saw blades
and clock springs. The second generation, Jules and Émile, the two sons of
Jean-Pierre,  displayed  an  outstanding  grasp  of  market  trends  in  their
relentless quest to be at the forefront of the Industrial Revolution. 

In  that  wondrous  epoch from 1820-1850,  the Peugeot  family  played a
major role in the manufacturing boom that swept across France, supplying
hundreds of different tools for craftsmen such as carpenters, mechanics,
blacksmiths  and farmers,  as  well  as  offering for  sale  household  goods
such as coffee and pepper grinders. Some of the ancient Peugeot coffee
grinders  can still  be  found  in  working  order  at  antique  shops  in  Paris
today. 

In 1886, Émile’s son Armand, an inventive man, decided to diversify from
tool  production  into  bicycle  manufacturing,  the  forerunner  of  car
production.  An  astute  inventor  and  mechanical  engineer,  Armand
developed a steam-powered tricycle in 1889 and then a petrol-powered
quadricycle  in  1890.  Armand’s  greatest  achievement  was  the
establishment of the first Peugeot automobile factory in 1896. 

In 1910, Robert Peugeot, the second cousin to Armand, took charge of the
growing industrial business and gave it a national dimension. He went on
to set up a complex of  car factories in Sochaux, where the company’s
entire automobile production was concentrated. His personal triumph was



the  building  of  a  commercial  sales  network  in  France,  the  unique
distribution model that still defines the auto market. 

His son, Jean-Pierre Peugeot, took over from him in 1941 and is credited
with  the  company’s  postWW2 recovery  and  expansion.  From  1945  to
1948,  he rebuilt  bombed out  factories  and relaunched Peugeot  on the
French market. When a Peugeot model was shown at the 1948 Paris Motor
Show,  it  found  unexpected  success  overnight  among  a  new  socially
mobile  generation  in  Europe,  the  parents  of  the  baby  boomers.  The
rounded contours  of  the  Peugeot  captured the  optimistic  mood of  the
carmad  public.  Almost  700,000  models  were  sold  between  1948  and
1960. 

Business  was going  good for  Peugeot  and most  carmakers  until  1973,
when OPEC proclaimed an oil embargo sending shock waves throughout
the sector. Having the distinction of withstanding this first great oil shock,
Peugeot  found  itself  in  the  awkward  position  of  being  invited  by  the
French state to merge with its much weaker rival Citroen, as the latter’s
future looked increasingly at risk. At the time, Citroen was majority owned
by Michelin, whose family was more than happy to transfer full control of
the then bankrupt Citroen to Peugeot in 1976. Having changed its name
to the PSA Peugeot Citroen Group, the Peugeot family was determined to
retain  its  own brand identity  by  ensuring  that  Citroen  sell  its  vehicles
under its own brand name. To its credit, Citroen took advantage of the
halo effect and returned to its former glory. In 2009, it re-introducing the
famous DS brand, which has now become a major success story in the
premium niche market. 

If history repeats itself as a rule, then Peugeot is the exception. Peugeot
and  the  global  car  sector  were  doing  well  until  the  2008-09  global
financial crisis hit hard. Like the first oil shock, some carmakers did not
emerge from the credit crunch intact. An example was GM going bankrupt
in 2009. 

For PSA, it was one of the most difficult periods in its history, since it was
overly  dependent  on  its  European  markets  for  growth.  PSA’s  profit
margins were squeezed in a classic vice grip: sales went down but wages
remained  high.  In  2012,  the  company  reported  a  €5  billion  loss  and
announced the closure of one of its largest production facilities in Aulnay,
near Paris. The loss of 8,000 jobs was a major blow even for France, a
country that was trying to reduce unemployment rates of 10%. 

In 2014, the Peugeot family, now in its eighth generation, could no longer
control a business with negative cash flow. It decided to accept a capital
infusion of €3 billion to save the company from complete destruction or
from becoming a target for an outside predator.  In the 2014 deal,  the
family agreed to the stringent terms of ownership reduction set by the
French  state  and  a  long-time  distribution  partner,  Dongfeng  Motor.  In
reducing  its  controlling  interest,  the  family  opened  the  ownership
structure to the two new stakeholders, placing them on an equal footing
with the family with all three having equal stakes in PSA of about 14%.  



As  part  of  the  deal,  Carlos  Tavares,  a  highly  respected  automotive
executive with solid international experience, agreed to lead the company
back to profitability. His job was to expand Peugeot beyond its domestic
market  and  to  collaborate  with  Dongfeng  Motor  in  China,  a  huge
automotive market that had withstood the 2008-09 economic crisis. Their
collaboration exceeded expectations. PSA owns three of the most popular
brands in China: Peugeot, marketed under the name Dongfeng Peugeot;
Citroen, sold under the Dongfeng Citroen name; and DS, offered under its
own name.  

Within three years, PSA was in excellent condition. In 2017, it came to the
rescue of the Opel and Vauxhall brands, no longer desirable to GM, in a
shock merger that testified to the dramatic turnaround of the group led by
Carlos Tavares. Vauxhall-Opel are now contributing to the PSA bottom line
extremely well. Meanwhile in China, PSA announced it would increase the
number  of  number  of  models  it  has  on  offer  in  the  Chinese  market
dramatically. 

Part two of this 11-part series will feature another long-lasting family firm. 
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