Surname 1

[bookmark: _GoBack]From: 
TO: Michael Manley, Chief Executive Officer Fiat Chrysler Automobiles 
RE: Fiat Chrysler and Peugeot Owner PSA Merger 
Date: 
Issue: Should Fiat Chrysler and Peugeot be allowed to merge under policies protecting people from job loss? 
Background:
A few months ago this year, Fiat Chrysler Automobiles and Peugeot maker PSA Group based in France announced that they are ready to agree on terms of a $48 billion merger that would realize the creation of the world’s third-largest automaker and contribute immensely to the innovation in electric and autonomous automobile currently the subject of debate in the automotive industry. Fiat Chrysler and PSA sold a total of 8.7 million vehicles combined last year, just ahead of General Motors (GM), which sold 8.3 million, and not that far behind Volkswagen and Toyota, which sold over 10 million vehicles. The two big automotive companies said that shareholders of each company would own 50% of the combined operation. 
Fiat Chrysler shareholders would also be entitled a special onetime dividend worth $5.5 billion as part of the agreement reached upon in the deal. The operations of the two companies will be conducted in the head office based in the Netherlands, which is currently the head office of Fiat Chrysler, although it will also maintain a head office for its operations in North America near Detroit. The combined company would be chaired by John Elkann- who is a US born whose family founded Fiat. The CEO will be PSA chief executive Carlos Tavares. The merger of the two companies would be a major milestone in innovation in electric and autonomous vehicles, which are the future of the automobile industry.   
Alternatives: 
1. Industry regulators can approve the merger.
2. The industry regulators can stop the merger and disallow the merger of the two companies to proceed. 
Allow the Merger: Industry players in both automobile companies said that the merging would help both companies to foster innovation. Erik Gordon, a professor at the University of Michigan’s Ross School Business, defended this argument by stating that both companies are behind on technological advancement like electrification and safety features. The merging would therefore make the companies pool their resources and innovate efficiently. It would also make the manufacturing of vehicles to be more efficient, because each company would contribute parts and designs with each other (Dummett, 2019). Therefore, the merger will be a major milestone for both companies innovating in future automobiles. 
The merger of the two companies would also help them compete on global level (Charles, 2019). If the two automobile companies combine, the resulting company would be ranked as one of the largest automakers across the globe. Michelle Krebs, an Auto trader analyst, observes that such a massive size would be advantageous to the future plans of the company. Polling resources would enhance the company’s ability to invest in new technology such as electric cars and also take advantage of different markets. Currently, the two companies have not invested heavily in China, when China is currently an economic hub for the world today. And so merging would help the tap into China’s expansive market. 
Disallow the Merger: The merging of the two companies will hit hard on some sectors in the economy of different countries. Vauxhall, a UK brand, fears that the UK market would lose at least 3,000 jobs for the UK citizens. Unite national officer Des Quinn argued that the decision for the merger combined with uncertainties surrounding Brexit talks would come at a cost for the Vauxhall’s   UK workforce, since most of the workers would lose their jobs. A business analyst also weighed in on the impact of the merger arguing that major cost cutting is not going to be achievable without plant closures and a significant loss of jobs. Therefore, the merging issue would violate policies protecting people from job loss.
Recommendation: 
I recommend that that you approve the merger of Fiat Chrysler and Peugeot. The duty of the regulators in the automotive industry is to ascertain the merits and demerits of allowing certain moves in the industry in order to bring change in the industry. As viewed by experts in the industry, the merits of the merger supersede the demerits. It is with no doubt that the future of the automobile industry is electric vehicles which will help reduce on the carbon-footprint. And as statistics indicate, the two companies independently have fallen behind on developing clean cars. Therefore, the merger would help them to earn credit in complying with European Union emissions standards. The merger would also help the company tap into new markets to boost their income. China is one of the world’s best economies and they would easily tap into the market as their sales continue to grow. Vauxhall argument about job loss is only a way of wanting PSA to manufacture its cars in the UK, which is not the case right now. Jobs opportunities are not only created by manufacturing vehicles in a country. Using notable brands to sell vehicles also creates opportunities. And in fact, PSA won’t trim its numbers in the UK workforce to finance the merging deal.    
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