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                 Europe's Nations Offer

                 Unique Executive Styles

                 Commerce may be flowing more freely across Europe, but it's not

                 making French companies more like German ones. Nations here are as

                 quirky as ever in their approach to business, and outsiders had better

                 appreciate the distinctions. Peter Lawrence, a professor at

                 Loughborough University's business school in the U.K. Midlands, has

                 written or co-written 11 books on management styles in countries like

                 Germany, Sweden, the Netherlands, Britain, the U.S., Israel and most

                 recently, France. "French Management: Elitism in Action" was

                 co-written with Jean-Louis Barsoux, a research fellow at Insead, the

                 business school outside Paris. Prof. Lawrence discusses his work with

                 The Wall Street Journal Europe's management correspondent, Shailagh

                 Murray.

                 How do you gain the texture of a national management style?

                 I read whatever I can before I go, but surprisingly, there usually isn't much.

                 Once I'm on the ground, I visit companies and interview managers. I go

                 especially for chief executives, who give you the big picture, and human

                 resources people, who are the links with the outside world, and operations

                 managers, because they employ the blue-collar workers and know the

                 equipment. The second thing I do is follow people around. That's deeply

                 fascinating because you never know what will turn up: a row with a

                 subsidiary, a confrontation with subordinates, a wild-cat strike, a fire on the

                 assembly line.

                 What do these spontaneous events reveal?

                 You get to see the true colors. One morning, when I was researching my

                 U.S. book, I was sitting in the office of a human resources vice president for

                 a big American company. A call came in from a California subsidiary.

                 Apparently a new hire was soliciting for union membership. Well, it was like

                 being with [former U.S. President John F.] Kennedy when the Russians

                 announced they were sending missiles to Cuba. The VP said to call the head

                 of the company right away. There was no attempt to conceal what was

                 going on. He turned to me and said, "I don't think this gentleman will be long

                 with this company." And they got the employee out, somehow, and the plant

                 wasn't unionized. To notify the president immediately and to get the guy out

                 immediately -- that's not very British and it's certainly not Continental.

                 European executives often describe their jobs as firefighting, but American

                 chief executives dip down more than their counterparts in other countries.

                 They will deal with a problem personally and directly. They want to solve it

                 and move on. The flip side is, if they like an idea, they will buy it on the spot.

                 What surprised you about the French, the subject of your most

                 recent book?

                 That you can't learn anything by being a tourist. Company life there is

                 another world, where the most important thing is educational antecedents.

                 French managers are extremely smart, picked precisely because of their

                 educational track records. They talk well, communicate perfectly with each

                 other, operate brilliantly within their own elite. But when a situation arises

                 where it doesn't help to be clever, they may not perform well. They're not

                 good at motivating downward. They're the opposite of the breezy, chummy,

                 superficially friendly American manager. They talk to their secretaries and

                 they talk to each other, and that's it. And yet, despite its weaknesses, the

                 system serves itself well. Yes, because the bureaucrats and politicians in

                 France are picked for the same reasons. That's why France is at its best

                 when all these sides are working together, especially on something big and

                 high-tech and glittery like the TGV train, the Ariane rocket launches, nuclear

                 power, civil aviation. It's all stuff the government picked and fast tracked.

                 Your own country, the U.K., is undergoing big changes in corporate

                 culture. What forces are at play?

                 The status of the manager has risen enormously in recent years. The elite

                 used to avoid the field, but then came tax relief under [former prime minister

                 Margaret] Thatcher, and managers kept more of their pay. That made it a

                 more appealing profession. At the same time, it became a college-educated

                 profession. In the 1970s, many senior executives hadn't gone to university

                 and many had a strong bias against university degrees. But that's also

                 changed. Schools started to teach business administration and now you have

                 a much brighter, smarter, more worldly group than 20 years ago. As a result,

                 British companies are better run than they used to be.

                 As West Europeans do more business with each other, do you

                 detect any cross-fertilization of management styles?

                 While I think business systems are tending to converge around an

                 Anglo-Saxon model, European companies are still insulated from their

                 neighbors. They don't look nearby for styles and ideas the way they do for

                 opportunities -- although they all are influenced by Americans to varying

                 degrees. The exception is Britain, which, in spite of being arrogant, actually

                 has an inferiority complex when it comes to business, because we were

                 never [as prosperous as] a place like Germany. We'll gladly learn from

                 German technique or French brilliance. But at the same time, British

                 managers complain that the pressure they face is unrelenting. In the process

                 of British companies becoming smarter, and downsizing and all that, you

                 have fewer and fewer people doing more and more work.
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                 Concessions Coup in Philippines:

                 Ford Illustrates Investors' Clout

                 By JON LIDEN 

                 Staff Reporter of THE WALL STREET JOURNAL

                 MANILA, Philippines -- Ford Motor Co.'s announcement Friday that it will

                 build a $100 million assembly plant in the Philippines marks a major coup for

                 the country. But it didn't come cheaply: the U.S. auto company's intensive

                 lobbying won concessions that set a new standard for generous investment

                 incentives.

                 The story of how Ford achieved a deal so favorable that it made competing

                 auto manufacturers howl in protest illuminates how much leverage large

                 companies now have in determining their own incentives in a region

                 desperate for foreign direct investment.

                 The plant, which is scheduled to start operations in September 1999, will

                 produce Laser passenger cars, Ranger pickup trucks and Econovan

                 commercial trucks for the Philippine market and automotive parts for export.

                 The plant will be built in Laguna province, 45 kilometers south of Manila,

                 and a special economic zone, called the Laguna Automotive Park, will be

                 created to host the Ford plant. Wayne Booker, Ford's vice chairman, said in

                 Washington that Ford's initial plunge eventually will bring in a further $200

                 million in related investment as the plant expands and attracts other foreign

                 manufacturers to support its operations.

                 But Ford prepared well. It studied the Philippine auto market for 18 months

                 and it knew that the government was concerned about the country's

                 increasing reliance on electronic products for its exports. The Department of

                 Trade and Industry, which identified auto parts as one of the most important

                 sectors in which the Philippines could increase exports, was looking for

                 ways to attract investors.

                 A Bundled Proposal

                 Ford's formula for winning tax concessions for a plant in an oversaturated

                 market was to bundle the proposal for a plant with a plan to make auto parts

                 and sell them as one package to the Philippine authorities. By adding up the

                 purchases it already makes from Philippine manufacturers as well as its own

                 planned parts production, Ford pledged to export four times as much in dollar

                 terms by 2004 than it imported.

 
Insisting that its assembly plant be seen as part of a package, Ford was able

                 to secure a six-year holiday from all income taxes, exemption after that from

                 all national and local income taxes in exchange for a 5% tax on its gross

                 income, exemption from duties when it imports machinery and equipment,

                 and tax deductions for personnel training.

                 For Ford to be eligible for any of these tax breaks, the government had to

                 put the auto industry back on its list of sectors it was targeting for

                 investment. Since the country already had attracted a number of car

                 assemblers, the government had taken the sector off the list several years

                 ago, and the Department of Finance, faced with shrinking tax revenue

                 caused by slower economic growth, opposed reinstating it.

                 'Strong Lobbying Effort'

                 "Ford made a very strong lobbying effort," says Finance Undersecretary

                 Milwida Guevara. "They came in with a number of very high officials, and

                 asked for several meetings with Finance Secretary [Salvador] Enriquez and

                 other members of the cabinet. The pressure was very high."

                 Last Monday, President Fidel Ramos approved this year's list: 13 sectors

                 were cut, but "integrated vehicle manufacturing" was included.

                 That, however, still wasn't enough. Ford wasn't happy with how excise

                 taxes were based on a vehicle's engine size. In meetings with various

                 government departments, it argued that its cars, which generally have bigger

                 engines than Japanese models, wouldn't be competitive unless the system

                 was changed so that excise taxes were based on the sales price. The trade

                 and industry department is strongly backing Ford's proposal and the change

                 is under consideration in Congress.
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                 Lower Sales Force Levi Strauss

                 To Reconsider China's Market

                 Associated Press

                 SAN FRANCISCO -- Levi Strauss & Co., faced with slower sales and

                 millions of potential customers in China, is considering an about-face on its

                 decision to cut back manufacturing in that country because of human rights

                 abuses.

                 Five years after it reduced manufacturing in China by 70%, the San

                 Francisco-based company said Wednesday that it may start making and

                 selling jeans and other clothing in the communist nation again by late next

                 year.

                 In 1991, Levi Strauss became one of the first multinational companies to

                 impose strict conditions on manufacturers to ensure the health, welfare and

                 safety of the workers who make their products. The guidelines included a

                 provision that said the company should not start or renew contracts in

                 countries with pervasive violations of human rights.

                 As a result, Levi's refused to do business in South Africa under the old

                 apartheid regime and, in 1993, started cutting back production in China from

                 2.65 million pairs of jeans and other items of clothing per year -- about 2%

                 of its total output -- to only 800,000.

                 Levi Strauss spokesman Clarence Greby said that there are continued

                 concerns about human-rights conditions in China. However, he added that

                 the company believes it can now find more manufacturers willing to abide

                 by the company's standards for social responsibility, such as prohibitions

                 against child labor, unsafe working conditions and counterfeiting.

                 The reversal comes during a downturn in sales for the retailer. Worldwide

                 sales dropped 4% last year to $6.9 billion, the first decline for the

                 privately-held company in 13 years.

                 Mr. Greby said that China, with the world's largest population and a

                 fast-growing economy, has become too lucrative a market to ignore.

                 "Given the business climate in China and given the market potential that we

                 feel China represents in the long term, can we afford not to be making these

                 evaluations?" he said.

                 In 1993, the company determined that it could not conduct business in China

                 unless its employees had human rights.

                 But the company has made significant improvements in its human rights

                 monitoring systems, which now prevent many factory abuses, and correct

                 problems quickly, the spokesman said.

                 "We felt the timing was right to take a closer look at the situation," he said.

                 "If we are proven wrong in that, we will reevaluate and leave."
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                Microsoft Builds Chinese

                Ties to Combat Piracy

                By I-CHUN CHEN 

                Dow Jones Newswires

                BEIJING, China -- To stay afloat in China's software market, Microsoft

                Corp. is finding it's not enough to just sell software, it has to try to stop people

                from stealing it. And that, executives say, will be long struggle.

                Indeed with software pirates robbing much of its revenues, Microsoft is

                finding the road to success in China no less tough than when it first ventured

                into its market in 1992. For every computer sold in China, Microsoft earns 10

                times more in other countries -- where people pay for its packaged software

                included with personal computers -- than it does in China, according to a

                Microsoft executive.

                    Microsoft, China Telecom Sign Pact to Build Internet Capabilities (March 6)

                       China's Number of Internet Users Hits 620,000 and Is Still Growing (March 12)

                The Redmond, Wash.-based software company's only solution to combating

                Chinese piracy thus far is to forge greater ties with the Chinese government

                and to help build up the country's fledging software industry, according to

                Bryan Nelson, Microsoft's greater China regional director.

                Clearly, software piracy is Microsoft's biggest stumbling block in China. Mr.

                Nelson wouldn't say how much Microsoft has lost to piracy as a percentage

                to revenues, only that the amount is "huge." Officials also won't release

                breakdowns of profits or revenues by country.

                Mr. Nelson said that although he thinks the Chinese government has made

                "sincere and aggressive" efforts to combat piracy, it's still a long way from

                conquering the problem.

                Those tracking the company's Chinese mainland business agree. "China's a

                tough place to sell software," said Ed Lanfranco, an analyst at China

                Research Corp. in Beijing. Intellectual property piracy didn't just arrive with

                Microsoft.

                "The country had itinerant scholars copying books long before the Gutenberg

                Bible appeared in Europe. This activity was considered a compliment by the

                literati," Mr. Lanfranco said.

                Microsoft's Mr. Nelson maintains piracy rates are bound to drop once the

                information technology industry matures in China, citing figures from other

                countries that have had piracy problems as they developed their industries.

                This is one reason why Microsoft wants to work further with the government

                -- to help speed up development in the sector.

                The Chinese government is Microsoft's biggest client in China. The company

                last month signed a deal with China Telecom, which is run by the former

                Ministry of Posts & Telecommunications, to jointly develop a special mainland

                Chinese version of Microsoft's Internet Explorer browser.

                Mr. Nelson wouldn't disclose any financial details on the China Telecom

                agreement or say how much the company expects to reap from the contract.

                "It's not really a financial-based arrangement," he said. "The spirit (of the

                agreement) is to jointly help increase Internet usage in China."

                With China's Internet users expected to climb to nearly 3 million by 2001 from

                the current 620,000 subscribers, Microsoft hopes to turn a generation of

                web-surfers on to its Internet Explorer.

                Facing Stiff Competition

                But Microsoft faces stiff competition from Netscape Communications Corp.,

                which last December launched a Chinese-language Internet site with China

                Internet Corp.

                "What (the China Telecom agreement) will lead to in terms of market

                presence is still very up in the air," said Jared Peterson, research director at

                International Data Corp. in Beijing.

                And don't expect the Chinese government to sit back and allow Microsoft to

                take over its software market, analysts say.

                Analysts said China is very sensitive when it comes to outside conquerors,

                and will never allow Microsoft to dominate the market here the way it has in

                the U.S., no matter how good its products are.

                However, despite U.S. criticism that Microsoft's bundling of Internet

                software with its Windows operating system violates antitrust laws, this

                strategy is one of the few ways the company has been able to generate

                revenues in China, Mr. Lanfranco noted.

                Microsoft's second biggest hurdle next to software piracy has been

                successful tailoring of its products to mainland China and adjusting to the local

                market.

                Faced with increasing backlash over Microsoft's success in the U.S., in

                addition to legal wranglings and slowing revenue growth back home,

                Microsoft can no longer afford to rely solely on its name recognition, analysts

                said.

                In China, the company needs to improve its image and build an identity as an

                organization committed to becoming a Chinese company, they said.

                "In terms of positioning themselves, Microsoft consistently has had an

                arrogant operation," IDC's Mr. Peterson says. The company's bulldozer

                approach to the China market, he noted, has alienated some and produced

                embarrassing cultural gaffes.

                One of the most infamous: Taiwanese programmers working for Micosoft in

                1996 inserted such phrases into software they were programming such as

                "Communist bandits," an insulting reference to Chinese mainland leaders.

                That infuriated powerful people and got the company into hot water politically

                on the mainland.

                What's more, the Chinese language software also contained traditional

                characters, which are used in Taiwan. In China, simplified characters are

                used.

                Mr. Nelson admits that some things had "gone awry," but said the company

                has since learned from these incidents.

                "In software, you have bugs," Mr. Nelson said. "You have things that don't

                work. The key is how fast you fix them and move on."

                Hiring on the Mainland

                There have been adjustments by Microsoft as well. Mr. Nelson said the

                company hired 150 people in Beijing just to work on localizing products so

                they can be used in both Taiwan and the mainland. Microsoft has also set up

                some quality assurance designed specifically for China that it doesn't do for

                other countries, he said.

                In addition, Microsoft last month added two new senior staff members, the

                new general manager and the marketing director, who are from the Chinese

                mainland.

                Microsoft's remaining struggles in China are similar to what other information

                technology companies are facing: seeking out and training skilled staff to

                provide adequate services and finding the right distribution channels in a

                country huge in both size and population.

                "China's so big that even physical logistics of moving things around China is

                quite a challenge," Mr. Nelson said. He added that the company only started

                building an effective distribution system 18 months ago.

                The company has sought to improve services by setting up more than 200

                Microsoft-authorized training centers. It also set up a regional support center

                in Shanghai, one of only five in the world.

                Although some of these measures were implemented only recently, analysts

                said the company is making some strides.

                "Microsoft is doing the best it can in admittedly difficult circumstances," Mr.

                Lanfranco said.
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                 McDonald's Plans Push in Asia

                 To Ride Out Economic Crisis

                 By a WALL STREET JOURNAL Staff Reporter

                 OAK BROOK, Ill. -- McDonald's Corp. announced it will invest $1.5 billion

                 over the next three years to expand in the Asia-Pacific region, throwing cold

                 water on speculation that it was pulling back from the economically troubled

                 region.

                 The international fast-food chain said its strategy is "to ride out the storm,"

                 waiting for competitors to "abandon the ship" of a faltering economy.

                                    While McDonald's announced it would open

                                    more than 2,000 restaurants during the next

                                    three years, and would double locations in

                                    some markets, the expansion will occur later.

                 For the next few months, it will reduce planned openings in markets

                 especially hard hit by the financial crisis. Last year, the chain opened 552

                 outlets in the region.

                 Because the economic downturn in some Southeast Asian countries has

                 depressed real-estate prices, the company said it can expand at a lower

                 cost.

                 To respond to consumers' tightened pocketbooks and competitive pricing

                 from local and global chains, McDonald's also said it would lower menu

                 prices in some markets and raise them in others.

                 While the company maintains that it's good business to stay in Southeast

                 Asia, it acknowledged in its annual report that it grew too fast in the U.S.

                 McDonald's first entered Asia in 1971 with restaurants in Japan and Guam.

                 Today, the chain has more than 4,500 restaurants in 17 countries.
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                 Whirlpool Found U.S. Methods

                 Didn't Always Apply in Europe

                 By GREG STEINMETZ And CARL QUINTANILLA 

                 Staff Reporters Of THE WALL STREET JOURNAL

                 COMERIO, Italy -- Nine years ago, Whirlpool Corp. came to Europe in a

                 big way, believing that the Continent's appliance business, then a $20 billion

                 market with dozens of marginally profitable companies, was becoming more

                 American. The industry had no choice, Whirlpool thought, but to consolidate

                 into a handful of companies. And America's biggest appliance maker

                 wanted to be one of them.

                                    But the market didn't change; only the

                                    competition did. It got tougher. Whirlpool's two

                                    biggest rivals, Sweden's AB Electrolux and

                                    Germany's Bosch-Siemens Hausgeraete

                                    GmbH, improved efficiency step-for-step with

                                    Whirlpool. And smaller competitors managed

                                    to hold on.

                                    The result for Whirlpool, which earlier had had

                                    only a minor presence in Europe, is

                                    disappointment. Instead of winning an

                                    anticipated 20% of the market, it has about

                                    12%. Its European profits also are less than

                                    expected. In the U.S., the Benton Harbor,

                 Mich., company makes $10 on every $100 of sales; in Europe, it earns about

                 $2.30 on that amount of revenue.

                 Now, Whirlpool is struggling through its second European restructuring. The

                 goals remain the same, but the company concedes it will take longer to

                 reach them. "We see Europe as being in the fifth year of a 10-year

                 restructuring," says Jeff Fettig, who runs Whirlpool's European operation

                 from his Comerio headquarters. He acknowledges that the company

                 "underestimated the competition."

                 The tenacity of European appliance manufacturers is echoed all across

                 European industry. Realizing they can't stand still while foreigners invade

                 their turf, they have been preparing for global competition by laying off

                 workers, building up core businesses and focusing on profits.

                 Many Industries Changing

                 The new emphasis on competitiveness is recasting everything from

                 steelmaking to the machine-tool industry to the auto business. Michael

                 Endres, a managing-board member of Deutsche Bank AG, is amazed how

                 quickly industry has shifted from a regional to a global orientation. "It's like

                 the recovery of the American Rust Belt in the 1980s," he says. The impact

                 can be seen in Europe's stock markets, which last year were among the top

                 performers.

                 That surge, however, offers no consolation to Whirlpool investors, whose

                 shares have been battered by the changes in Europe. Although U.S. stocks

                 have soared in recent years, Whirlpool's shares fell from a peak of $66.50 in

                 1993 to below $50 in 1996. Only recently has the stock topped its 1993 level,

                 closing Thursday in New York Stock Exchange composite trading at $69 a

                 share, up 12 1/2 cents on the day.

                 Back in 1987, when Whirlpool first contemplated going overseas, Europe

                 appeared to offer salvation to problems at home. With mass retailers such

                 as Wal-Mart Stores Inc. and Sears, Roebuck & Co. demanding discounts,

                 Whirlpool's U.S. business was becoming less profitable. "Clearly, we

                 couldn't sustain shareholder value in the U.S. only," says David Whitwam,

                 its chief executive. Mr. Whitwam and his staff considered diversifying into

                 other industries, such as making lawn mowers or small appliances such as

                 toaster ovens, but they feared that these businesses were too far afield from

                 what Whirlpool did best.

                 Diverse Consumers

                 Europe looked like a better solution because the market, from an American

                 perspective, seemed ripe for consolidation. When Whirlpool arrived, the

                 European appliance business was highly regional because of diverse

                 consumer preferences. Swedes like galvanized washers to withstand salty

                 air. Britons wash their clothes more often than Italians do; so, they want

                 quieter washing machines. Moreover, the differences with stoves are even

                 greater. The variety of tastes enabled dozens of appliance makers to stay in

                 business.

                 But Mr. Whitwam, a charismatic executive who came up through sales,

                 considered the regional differences overstated. He believed the market was

                 heading toward what he proudly called the "World Washer," a single

                 machine that could be sold anywhere. Closer European integration, long a

                 goal of Europe's leaders, would inevitably make it harder for smaller

                 companies to survive, he thought. He expected the companies that produced

                 innovative products and drove down costs would capture the business -- and

                 a pot of money.

                 Mr. Whitwam saw his chance in 1989, the year the Berlin Wall fell and

                 Europe was reunified. After conducting what he calls "the most thorough

                 due-diligence process" in appliance-industry history, Whirlpool bought a

                 majority stake in a struggling appliance operation belonging to NV Philips,

                 the Dutch electronics giant. Two years later, Whirlpool acquired the rest,

                 raising its outlay to $1.1 billion.

                 The first few years went well. Profits rose every year. The unit cut costs by

                 paring its list of suppliers and using common parts. It also persuaded its

                 employees to work longer hours at less pay.

                 Mr. Whitwam also tried to change the business culture. On trips to Europe,

                 he argued with his local managers over his notion that what worked in the

                 U.S. would also work on the Continent. When Europeans visited America,

                 he showed them a "World Washer" prototype.

                 In 1994, Mr. Whitwam enthusiastically outlined Whirlpool's progress in

                 Europe in an interview with the Harvard Business Review. Headlined "The

                 Right Way to Go Global," the resulting article laid out Mr. Whitwam's vision

                 and quoted him as saying: "We want to be able to take the best capabilities

                 we have and leverage them in all of our operations world-wide."

                 A year later, after the company laid off 2,000 employees in Europe as a part

                 of a $250 million companywide restructuring, Whirlpool officials radiated

                 confidence. At a trade fair in Cologne, Germany, they forecast that

                 Whirlpool would nearly double its share of the European appliance market,

                 reaching 20% by the year 2000.

                 Surprised Competitors

                 The competition was stunned. After all, they weren't standing still. To be

                 sure, Bosch-Siemens, a joint venture between two German electronics

                 companies, Bosch AG and Siemens AG, had its mind on other things when

                 Whirlpool first arrived. Like many German companies in the early 1990s,

                 Bosch-Siemens was distracted by eastern Germany, which had just been

                 reunified with the west. But by 1994, the company had become the biggest

                 seller in the east and began to assess its future.

                 Herbert Woerner, its chairman, didn't like what he saw. The company got

                 most of its revenue in Germany, a saturated market with scant prospects for

                 growth. So, he launched Bosch-Siemens on a massive overhaul to position it

                 to grow overseas, and he started with a productivity drive in its domestic

                 operations. Among other things, he defied conventional wisdom by opening a

                 new factory in Germany despite the country's high labor costs. The factory,

                 in Nauen, near Berlin, is now one of the company's most productive.

                 Bosch-Siemens also introduced a completely new line of products. Not a

                 single washer, dryer, dishwasher or oven it sold three years ago is still being

                 made today.

                 To build up overseas, the company went on a buying spree, investing in

                 Peru, China, Turkey, Spain and elsewhere and raising its non-German

                 business to two-thirds of revenue from one-third over the past five years.

                 Electrolux, which makes Frigidaire appliances in the U.S., also was busy.

                 When Whirlpool came to Europe, Electrolux was making everything from

                 artificial flowers to road-paving equipment, and its core appliance business

                 suffered. But no sooner did Whirlpool arrive than Electrolux began shedding

                 almost everything unrelated to appliances, cutting its payroll by 15,000.

                 Major Efficiency Drive

                 Like Bosch-Siemens, Electrolux poured money into its factories. At a

                 washing-machine plant in Porcia, Italy, Luziano Segatto, who runs the

                 operation, marvels at the Swedes' efficiency drive. "They say if you can

                 measure it, you can improve it," he says. "Every time the president comes,

                 he wants you to squeeze some more."

                 As he talks, unfinished washing machines, suspended by hooks, pass

                 overhead on their way to the paint bath. The nearly worker-free painting

                 process is just one of several innovations speeding up production. Since

                 1990, the plant has almost doubled its output while cutting the time needed to

                 build a washing machine to eight hours from five days. The factory aims for

                 a 5% gain in productivity every year.

                 The dogged European competition proved too much for Maytag Corp., of

                 Newton, Iowa. In 1995, the third-biggest U.S. appliance maker called it

                 quits, selling its Hoover unit in Europe at a $130 million loss. "Europe isn't an

                 attractive place to try to go in and dislodge the established players," says

                 Leonard Hadley, Maytag's chairman.

                 Whirlpool held on, but the strength of the "established players" contributed to

                 some bad years. The same year Maytag sold out, Whirlpool's European

                 profit fell more than 50% to $92 million. One reason: The downsizing in

                 much of Europe's industry, not just appliance makers, had undermined

                 consumer confidence. Germans, especially, were more worried about their

                 jobs than interested in buying washing machines and refrigerators. Back in

                 Benton Harbor, everyone from Mr. Whitwam's secretary to assembly-line

                 workers saw their bonuses slashed in half because of the problems in

                 Europe.

                 In 1996, matters grew even worse. Whirlpool reported a $13 million loss in

                 Europe, blaming such problems as the rising Italian lira, still-dour consumer

                 sentiment and intense competition. Last year, the European operation posted

                 a modest operating profit of $54 million.

                 Language Problems

                 In addition, however, the competition exploited what it calls Whirlpool's

                 mistakes. The company may have made its biggest error, competitors

                 believe, in marketing. After Whirlpool arrived, it had an agreement to

                 continue using the Philips name for a limited period; after that, it would be on

                 its own. So it spent huge amounts to advertise the Whirlpool name, even

                 though many Italians, French and Germans have trouble pronouncing it. But

                 in France, at least, the spending paid off anyway. The company cites

                 internal studies showing that the Whirlpool name is now just as recognized

                 as Philips.

                 Mr. Fettig, Whirlpool's European chief, concedes that its leading German

                 brand, Bauknecht, suffered from neglect because of all the marketing

                 support that went to the Whirlpool brand. That's significant because

                 Germany, with its population of 84 million, accounts for a third of European

                 appliance sales.

                 Whirlpool also angered German retailers and lost customers, competitors

                 and employees say, because it regularly replaced its top managers.

                 Company officials attribute the heavy turnover to the reorganization, a

                 switch from operating along country lines to operating along product lines.

                 They concede that the changes spurred some customer grumbling but say

                 sales and profit will benefit in the long run. Because of the changes,

                 however, Bauknecht's market share in Germany fell to 5% from 7%,

                 according to union officials. Whirlpool acknowledges a "small decline" but

                 gives no numbers.

                 The current state of the appliance business seems no more favorable for

                 Whirlpool than it was nine years ago. European consumer sentiment is

                 picking up, but the competition remains intense. Last August, the new

                 president of Electrolux, Michael Treschow, announced another major

                 restructuring, saying he planned to close 25 factories world-wide -- many of

                 them in Europe -- and cut 12,000 jobs over the next five years. And

                 Bosch-Siemens recently announced that its profit grew strongly in 1997. The

                 company plans to expand its European business by opening a new factory in

                 Russia and expanding production at existing plants in Poland.

                 Whirlpool, meanwhile, is pressing on. At its oven factory in Casinetta, Italy,

                 workers attach knobs to cooking tops while a scoreboard flashes how many

                 units the production line is ahead of or behind schedule. On this day, it is

                 nine units behind but has an hour to make it up.

                 Mr. Whitwam believes Whirlpool will also catch up. "We were convinced

                 when we first bought [the Philips operation], and we're convinced now," he

                 says. "The benefits from Europe have begun to flow. But they have yet to

                 be recognized."
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                 Global Marketers Learn

                 To Say No to Bad Ads

                                      In a spot that ran briefly on Peruvian

                                     television, Africans are seen getting ready to

                                     devour some white tourists until they are

                                     appeased by Nabisco's Royal Pudding.

                 Nabisco told a tabloid television show that while the commercial was

                 "inconsistent" with company values, the Peruvian audience saw it as "a

                 fantasy situation that was humorous in nature, and effectively communicated

                 people's preference for Royal Desserts over all else."

                 Now, Nabisco realizes that when it comes to stereotypes, local taste tests

                 won't do. It moved last month to consolidate control of its international

                 advertising under Foote, Cone & Belding in New York, to keep ad

                 campaigns more uniform. The company wants "ensure that the quality of

                 our ads meet the standards we set for our brands," says Ann Smith, director

                 of marketing and communications for Nabisco. The spot, she adds, was "a

                 mistake."

                 Like a number of U.S. multinationals, Nabisco has been forced to address

                 concerns about how to adapt sales pitches to foreign markets without

                 violating domestic sensibilities.

                 "I've seen companies successfully deal with it," says Mariano Favetto,

                 creative director for Conil Advertising, New York, which specializes in U.S.

                 Hispanic markets. "Sony [has] a whole list of guidelines about what they can

                 or cannot talk about, including sex, religion or race. If you suggest these

                 topics they just say no."

                 Mr. Favetto agrees, saying multinationals must rely on native marketing

                 managers, or risk losing touch with their markets. Properly trained local

                 managers can learn to steer clear of certain shows "if the image that it

                 sends to the consumer is not on par with the product," he says.
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                 Firms Acknowledge Spouse Factor

                 Is Issue in Overseas Assignments

                 By Shailagh Murray 

                 Staff Reporter Of The Wall Street Journal

                 If more and more companies are going global, so are a growing number of

                 their employees. But a stint abroad is no longer the carefree adventure it

                 once was perceived to be.

                 Increasingly it's a gamble, for expatriates and companies alike. Employers

                 spend two to four times a worker's salary to send him or her abroad, and yet

                 various studies show that between one quarter and one-half of expatriate

                 assignments are considered failures, usually due to family strain. Returning

                 home, many workers find the home office doesn't know what to do with

                 them, driving attrition rates to 25% during the first year back. Not

                 surprisingly, these employees are often lured away by competitors who are

                 only too glad to acquire international experience free.

                 Working abroad "can still be the best thing that ever happened to you, but

                 people are asking a lot more questions than they used to," says Jane Smith,

                 president of the Houston-based career consulting firm Options Resource

                 and Career Center Inc. "This is not a one-person [issue] -- what about the

                 spouse who is working? What about the kids? And most companies forget

                 that these employees are going to be very different when they return. How

                 do you deal with that?"

                 Today, relocation consulting is a booming trade, and support networks aimed

                 at expatriate workers and their families are being sought out as never

                 before. There's even a conference to attend. This weekend in Paris, the

                 fifth biennial Women on the Move forum will address the challenges of

                 foreign postings and how companies can ease the plight of expatriate

                 workers, to make their time both pleasant and productive. "For everyone

                 involved," says Ms. Smith, who will speak at the conference, "there's an

                 investment to protect." The forum is hosted by WICE, a nonprofit

                 educational and cultural organization based in Paris.

                 Relic of Bygone Days

                 According to experts like Ms. Smith, the main question candidates for

                 foreign postings are now asking is what their spouses will do. With more

                 women than ever pursuing their own professions, the image of the idle

                 expatriate wife, hosting dinner parties and honing her tennis game, is a relic

                 of bygone days. So is the notion that these spouses are women. An

                 increasing number are men.

                 Whatever the gender, more expatriate partners than ever have successful,

                 often lucrative careers that they can't continue to pursue abroad. Many are

                 unable to obtain work permits, including Americans and Europeans heading

                 back and forth across the Atlantic. Others are shut out of the local job

                 market because they lack the language or requisite certification (for

                 instance, to teach or practice law or various medical professions). A study

                 by the U.S.-based international relocation consulting firm USEXPAT shows

                 that 45% of all expatriate assignments include spouses who were employed

                 prior to moving, and that their boredom and frustration is a leading factor in

                 early returns. In addition, compensation for the lost income of working

                 spouses remains uncommon, USEXPAT finds, which only adds to the

                 stress.

                 Though few companies have taken steps to address such problems, one of

                 the pioneers is Royal Dutch/Shell Group, which employs about 110,000

                 people -- about 5,500 of them expatriates -- in 100 countries. Many of

                 Shell's foreign postings are technical positions in faraway lands like Oman,

                 Brunei, Nigeria, Syria, Malaysia, Gabon and Thailand, in addition to Britain,

                 the Netherlands and the U.S. The vast majority of Shell's expatriate staff is

                 male.

                 In 1993, Shell undertook what is likely the most in-depth survey ever

                 conducted by a company on foreign assignments, surveying 11,000 workers

                 and their spouses who were former, current or potential expatriates to

                 discover what helps or hinders mobility. After two years of analysis, figures

                 showed that while more than half of all spouses held jobs leading up to the

                 assignment, fewer than 10% were able to continue working in their new

                 countries -- though a majority would have liked to.

                 Education-Related Claims

                 Shell instituted two new services as a result. One is called Spouse

                 Vocational Assistance, which in two years has helped 500 partners by

                 reimbursing the costs of job hunting, advanced education and keeping

                 professional skills current during the time spent overseas. Most claims have

                 been education-related. The second is the Spouse Employment Center,

                 which offers career counseling and advice on self-employment, virtual

                 careers and volunteer work, in addition to helping spouses link up to

                 expatriate networks and other local support groups or services. The

                 Hague-based center has fielded queries from more than 1,000 partners,

                 most of them seeking nonfinancial assistance.

                 "The majority of people who ask for our help have an idea of what they

                 want and need practical assistance to achieve it," says Kathleen van der

                 Wilk-Carlton, who runs the Shell center. "It doesn't make a lot of sense to

                 ask a pharmacist, 'Do you want to do something else?'" she adds, laughing.

                 For Shell, the goal of expatriate assistance is not just to ease the transition

                 for those heading abroad, but to widen the pool of candidates who will

                 consider often remote postings and to stave departures once these folks

                 return. "If you look at the demographic trends, it's only going to get worse,"

                 says Mrs. van der Wilk-Carlton. She figures the spouse-employment

                 problem will some day become a political cause; recognizing the problem

                 within their own ranks, some governments already are seeking provisions

                 allowing embassy partners to work. "Eventually, governments will realize

                 that it's not just a problem for their own diplomats, but of their companies as

                 they try to compete," she says.

                 Organizers of this weekend's Women on the Move conference expect

                 hundreds of participants, including expatriates and their spouses from around

                 Europe as well as consultants and human resources managers from the U.S.

                 and Europe who are keen to gather statistics and learn from each other's

                 mistakes.

                 "Many of these problems don't require financial solutions," stresses Dana

                 Teeter, a codirector of the event. "Just a few extra steps can increase

                 employee satisfaction and reduce the attrition rate."
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                 Progress Toward EMU Leaves

                 Four 'Out' Nations Looking In

                 By Julie Wolf And Almar Latour 

                 Special To The Wall Street Journal

                 While the 11 European Union countries set to join economic and monetary

                 union are headed into uncharted waters, the four swimming separately could

                 face even choppier seas.

                 The so-called outs -- Britain, Sweden, Denmark and Greece -- don't form a

                 uniform group. They are remaining on the sidelines of the first wave of

                 economic and monetary union for different reasons. All four do have one

                 thing in common -- they will have to learn to live with those in the euro zone

                 without being in a position to influence them.

                                    According to economists and business leaders,

                                    the four could see higher interest rates,

                                    currency volatility and extra costs for

                                    companies trading with the euro zone. Some

                                    warn that a decision to remain outside for a

                                    lengthy period could lead to a deterioration in

                                    trade and political relations with euro

                                    participants.

                                    Skeptics Remain

                 Such views aren't shared by everyone, especially those who oppose EMU in

                 Britain, Sweden and Denmark, which have all decided not to take part in the

                 first wave. "EMU-skeptics" in the three countries see the project as a risky

                 venture that will remove economic sovereignty from national governments

                 and parliaments, and their views tend to be reflected in public opinion polls.

                 In Britain, even many supporters of EMU membership argue that the

                 economic conditions aren't right for the country to enter in 1999.

                 The next few years are likely to feature heated debate in the three countries

                 about whether and when to join, with the business community pushing for

                 early entry. While such debate is less evident in Greece, which failed to

                 qualify for EMU but wants to join in January 2001, the nation faces social

                 upheaval because of tough economic measures planned by the government

                 to improve public finances and curb inflation.

                 European leaders signaled their awareness of such sensitivities by playing

                 down any divisions between the euro zone and the nonparticipants and by

                 praising Greece for the efforts made so far. In assessing EU members'

                 readiness for joining EMU, the European Commission didn't issue a

                 recommendation on the two countries with an opt-out -- Britain and

                 Denmark. This allowed the EU executive to avoid a formal pronouncement

                 on delicate issues, such as whether Britain needs to join the EU's

                 exchange-rate grid for two years to qualify for EMU.

                 And European Commission President Jacques Santer said he believed that

                 the four would soon join the rest. "Greece will meet the criteria quite soon.

                 Even those that have an opt-out clause have constructive attitude," Mr.

                 Santer said. "The euro isn't going to become a means for splitting Europe in

                 two," he added.
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                 Eli Lilly Seeks U.S. Help in Fight

                 Over Chinese Copies of Prozac

                 By Craig S. Smith And Jennifer Fron Mauer 

                 Staff Reporters Of The Wall Street Journal

                 SHANGHAI, China -- When depression hits, many urban Chinese do as

                 Westerners do: they pop a Prozac -- or, as likely, its Chinese equivalent.

                 The existence of those knockoffs -- exact pharmacologic replicas of Prozac

                 -- steams Prozac's maker, Eli Lilly & Co. Fed up with a Chinese legal

                 loophole that lets drug manufacturers here copy its drug, the U.S. company

                 is fighting back, and fighting hard. It has enlisted the U.S. government --

                 Lilly says President Clinton even brought it up in a summit with Chinese

                 President Jiang Zemin -- and has turned its case into a trade issue. Lilly has

                 even launched a pioneering effort to shut down its rivals through China's

                 fast-evolving court system.

                 Past U.S.-Chinese disputes over illegally copied compact disks and other

                 intellectual-property rights infringements generally arose from violations of

                 Chinese law. But Eli Lilly's complaint is about something China's laws

                 permit: copying a patented medicine.

                 Plenty at Stake

                 More is at stake than Prozac profits. Many multinational drug companies

                 face similar predicaments in China. Intellectual property "is our only source

                 of revenue," said Jeff Newton, an Eli Lilly spokesman. "That's what we

                 discover, that's what we own."

                 Though most multinationals have suffered from the problem in some form,

                 few make much of a stink. (They fear reprisals from China's drug

                 regulators, who remain more interested in protecting domestic

                 manufacturers than foreign patents.) "We've avoided confrontation because

                 we don't want to win a battle but lose the war," said a Western

                 drug-company executive in Beijing.

                 The problem is a conflicting 1994 notice issued by the State Pharmaceutical

                 Administration that allows local companies to apply for approval to make

                 and market drugs whose administrative-protection applications are still

                 pending. As a result, Shanghai Zhong Qi Pharmaceutical Co. and Jiangsu

                 Changzhou No. 4 Pharmaceutical Plant are now making and marketing

                 fluoxetine, Eli Lilly's patented Prozac compound.

                 Easy Recipes

                 Getting the recipes for foreign drugs is easy. Details of drug patents are

                 made available during a lengthy public-comment period before they are

                 granted administrative protection. That's supposed to give local drug makers

                 a chance to speak up if they already make products that overlap with the

                 Western patents.

                 But Western companies complain the local industry uses the applications as

                 a cookbook for promising compounds. If they win approval to make the

                 drugs before they fall under administrative protection, the local makers can

                 later ride the coattails of the Western drug maker's marketing efforts by

                 offering customers a cheaper alternative.

                 That's what happened to Prozac. Officials at Jiangsu Changzhou No. 4

                 Pharmaceutical Plant readily concede that Lilly invented and patented the

                 compound.

                 Drug makers face other challenges in China, including price controls that

                 threaten to limit profit margins. But none is so fundamental to the industry's

                 future as protection of its intellectual property.

                 Lilly is driving an industrywide lobbying effort to close the loophole. The

                 company's Chief Operating Officer Sidney Taurel visited China last month

                 as chairman of the powerful industry group, Pharmaceutical Research and

                 Manufacturers of America, pressing its case with China's cabinet and other

                 senior government officials. Lilly also got the issue taken up by U.S. Trade

                 Representative Charlene Barshefsky.

                 More unusually, the company is trying to use China's fledgling legal system

                 to fight its Chinese rivals. Lilly took its case to a Beijing court, arguing that

                 China's State Pharmaceutical Administration should have protected Prozac

                 from infringement. The court ruled against Lilly, and the case is now being

                 appealed to a higher court. A hearing is scheduled for April 10.

                 If the company loses the appeal, "the only alternative left would be to sue

                 the manufacturers directly" under China's law banning unfair competition,

                 said Ed Lehman, an attorney in Beijing who is handling a similar case for

                 another drug multinational.
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                 Toyota Plans to Raise Production

                 To 1.2 Million in North America

                 Dow Jones Newswires

                 TOKYO -- Japan's Toyota Motor Corp. said Wednesday it plans to raise

                 production capacity in North America to 1.2 million vehicles a year in 1998

                 as part of its efforts to localize activities worldwide.

                 In a progress report released Wednesday detailing its localization efforts in

                 1997, the leading automaker noted that it boosted production in North

                 America to 900,000 vehicles in 1997, up from 850,000 a year ago.

                 Production was raised in part by the introduction of the new Sienna minivan

                 at Toyota Motor Manufacturing Kentucky Inc. in the U.S. in August, and

                 the launch of operations at a second plant at Toyota Motor Manufacturing

                 Canada Inc. in the same month.

                 In Europe, Toyota said it plans to raise production capacity to between

                 220,000 and 240,000 vehicles a year in 1998. The increase will include the

                 production of a Corolla lift-back in autumn.

                 Among other localization plans in Europe, Toyota noted its announcement in

                 December 1997 to build a new plant in Valenciennes, France. The plant,

                 which will have an annual production capacity of 150,000 vehicles a year,

                 will begin operations in early 2001.

