Research Points Whirlpool toward a Global Market
At the beginning of 1993, David Whitwam, chairman and CEO of Whirlpool Corporation, told an interviewer, “five years ago we were essentially a domestic company.  Today about 40 percent of our revenues is overseas, and by the latter part of this decade, a majority will be.”  The CEO’s comments came three years after he placed his first bet that the appliance industry is globalizing.  By acquiring Philips Electronics’ European appliance business for $1 billion, Whirlpool vaulted into the number three position in Europe.  Whitwam pledged another $2 billion investment in Europe alone.  As the decade of the 1990’s drew to a close, however, Whitwam’s ambitious plan for expanding beyond Europe into Japan and the developing nations in Asia hadn’t yet achieved the desired results.

Whirlpool, headquartered in Benton Harbor, Michigan, is the number one appliance company in the United States.  The company sells more that $8 billion worth of “white goods” each year; the category includes refrigerators, stoves, washing machines, and microwave ovens.  Whirlpool’s success has been achieved in part by offering products in three different price ranges; top-of-the-line Kitchen Aid appliances, the medium-priced Whirlpool and Sears Kenmore lines, and Roper and Estate at the low end.  In part, the impetus for overseas expansion comes from a mature domestic market that is only growing 2 or 3 percent annually.  However, Whirlpool is not new to foreign markets; the company has been in Latin America since 1957.  Today, it is the market share leader in that region.

In Europe, the presence of more than 200 brands and 170 factories makes the appliance industry highly fragmented-and highly competitive.  Electrolux, a Swedish company; ranks number one.   In 1996, 95 of its 150 factories were in Europe; in the United States, where Electrolux owns Frigidaire, the company operates 33 factories.  Germany’s Bosch-Siemens Hausgerate GmbH is the number two company in Europe.  For most of the 1990’s European appliance sales have essentially been flat, and industry overcapacity has become a major issue.  However, analysts expect to see a surge in demand from Central and Eastern Europe within a few years.  Meanwhile, because many of Whirlpool’s European plants are located in Italy margins have been squeezed in the mid-1990s as the lira strengthened against other European currencies.  Because of the difficult business environment, operating margins in Europe fell well below the 1993 figure of 7 percent in the United States, operating margins are 11 percent.
To cut costs and bring margins up, the company streamlined its European organization.  Four regional sales offices have replaced sales organizations in 17 separate countries.  Hank Bowman, president of Whirlpool Europe BV, has trimmed the number of warehouses from 30 to 16 and hopes eventually to have as few as five or six.  A global parts-sourcing strategy has helped reduce the number of suppliers by 40 percent.  Over the next several years.  Whirlpool will invest hundreds of millions of dollars in new product development.  It has already begun marketing a new cloths dryer designed to operate more efficiently and provide higher quality despite containing fewer parts.
Bowman seems convinced that a global market segmentation approach is the key to success in Europe.  Whirlpool relies heavily on market research to maintain its leadership in the United States; listening to consumers is also important in Europe.  “Research tells us country by country, are reducing as opposed to increasing,” Bowman said recently.  He believes that European homemakers fall into district “Euro-segments”-traditionalists and aspirers, for example-allowing Whirlpool to duplicate the three-tiered approach to brands that has worked so well in the United States.  Thus, the Baukneckt brand is positioned at the high end of the market, with Whirlpool’s in the middle, and Ignis at the lower end.  Whirlpool’s research also indicated that Philips strategy of using 10 different advertising agencies to create different ads for 14 countries was unnecessary.  To the extent possible, the Whirlpool brand will be marketed on a pan-European bases.  In 1990, Whirlpool became the first appliance manufacturer to launch a pan-European ad campaign.
Bowman’s global approach does not ignore regional preferences.  For example, research data showed that fewer than one-third of European households had microwave ovens; the research also indicated that more European might buy microwave ovens that functioned more like conventional ovens.  The findings were based in part on data gathered at the company’s usability lab in Italy, where customers are paid to come in and experiment with various appliances.  In response, Whirlpool introduced the VIP Crisp microwave with a broiler coil to brown meat on the top and an attachment that sizzles the bottom of food as it cooks.  The new features ensure that micro waved bacon comes out crisp on top while pizza crust is crisp, not soggy, on the bottom.  Today the VIP is the top-selling microwave in Europe and 40 percent of households in the region now have microwave ovens.  The company is backing up its products with advertising expenditures of more than $100 million each year.

However, Whirlpool mangers also acknowledge that cooking styles, customs, and preferences also vary on a country-by-country basis.  When it comes to ovens, for example, the British want a handy grill pan for cooking bacon, Germans want to roast meat, and Swedish cooks want a unit that is well suited for baking cookies.  Similarly, while U.S. consumers like large, frost-free refrigerators, Germans want plenty of space to store meat and Italians want special compartments for vegetables.  To meet the challenge of economically producing localized versions of ovens, refrigerators, and other appliance lines.  Whirlpool is beginning to emphasize product platforms.  A platform is essentially a technological core underneath the metal casing of an appliance.  The platform-for example, the compressor and sealant system in a refrigerator-can be the same throughout the world.  Country or region-specific capabilities can  be added late in the production development budget and achieve a 30 percent productivity increase among the company’s 2,000 employees who work in product development.  The platform project team hopes to reduce the total number of platform project team hopes to reduce the total number of platforms in the company from 135 to 65.  Specific goals include reducing the number of dishwasher platforms from six to three, and refrigerator platforms from 48 to 25.
Whirlpool hopes that a global approach will work well in Asia.  As Whitwam has stated, “Our success as a global company rests on our ability to position Whirlpool in Asia.”  The Whirlpool brand will be used throughout the region, with attention to local preferences.  Thus, bright red refrigerators and green top-loading washers are available in several Asian countries China symbolizes the market opportunity in the region; Only 10 percent of Chinese households currently have refrigerators, air conditioners, microwave ovens, or appliances produced to China until significant product quality improvements have been made.  To that end, whirlpool’s plans call for investing billions of dollars in engineering and testing facilities.
Whitwam also earmarked hundreds of millions of dollars to invest in Asian manufacturing facilities.  In china, Whirlpool bought controlling interests in four local companies: Bejjing Whirlpool Snowflake Eclectic Appliance Group, Whirlpool Narcissus in Shanghai, Szenzhen Whirlpool Raybo air conditioner Industrial, and Whirlpool SMC Microwave Products in Shunde.  In India, Whirlpool is majority shareholder in Kelvinator of India in New Delhi and Whirlpool Washing Machines in Chennai.  The Indian market is especially attractive, with refrigerator sales growing 30 percent annually and washing machine sales increasing 40 percent.  Together, China and India account for 70 percent of Whirlpool’s Asian sales.
After whirlpool established Asian headquarters in Tokyo, a regional office in Hong Kong, and a design center in Singapore, many industry observers were singing the company’s praises.  As Jerry Herman, an analyst with Kemper Securities, noted in 1994, “Whirlpool gets very high marks in its global strategy.  They are outpacing the industry dramatically.”  Despite such optimism, the company has encountered some serious challenges in the region.  For one thing, Whirlpool faces stiff competition from the Japanese.  Not surprisingly, Matsushita, Sharp, Toshiba, and other companies have a strong presence in the region; back home in the United States, the Japanese are not a factor in major appliances.  Also, four companies-Whirlpool, GE, Frigidaire, and Maytag-control 93 percent of the U.S. market.  In Asia, the situation is reversed: Asian companies have a 98 percent share.  Whirlpool has stepped up its marketing efforts to import-hungry Japanese consumers; it will soon sell several appliance lines through the Daiichi discount retail chain.

Unfortunately, the economic crisis in Asia and ongoing difficulties in Europe have put a strain on Whirlpool’s financial performance.  In 1996, Whirlpool posted a $70 million loss in Asia; the European unit lost $13 million.  In September 1997, the company announced that it would cut 4,700 jobs, many of them in Europe.  Whirlpool also pulled out of two of its joint ventures in China.  Other companies have also experienced difficulties in the region; in June 1997, Electrolux officials announced plans to cut 12,000 jobs representing 11 percent of its workforce and close 25 plants and 50 warehouses.  Given the industry’s ongoing problems, and the fact that Whirlpool stock has generally underperformed in the bull market of the 1990’s, analysts have begun questioning whether Whitwam’s global vision is on target.  As one analyst put it, “The strategy has been a failure.  Whirlpool went big into global markets and investors have paid for it.”  Others fault the company on execution.  Another analyst said, “I respect Whirlpool’s strategy.  They just missed on the blocking and tackling.”
1. Summarize the role of market research in Whirlpool’s globalization effort.

2. Describe Whirlpool’s global marketing strategy.

3. What do you think are the requirements for market success in Japan, which accounts for one-third of major appliance sales Asia?

