Case Discussion:  Best Practice - Whirlpool Corporation and Inland Steel

This case provides students with a process map to illustrate exactly what it takes to create a true strategic alliance.  Although strategic alliances are often presented as ideal situations in the popular business press, in reality, they require a lot of effort, hard work, patience, and dedication to make them successful.  The press also never reports on key strategic alliances that fail, as many do.  This case is based on presentations made by two executives from the two companies, and has been used in class to aid students in understanding the mechanics of strategic alliance development.

Assignment

The following questions relate to ideas and concepts presented throughout this book.  Answer some, or all, of the questions depending on the student's progress in covering the following chapters.

1.
Discuss what the following statement means: “It can take years for a buyer/seller partnership to begin delivering results.”

This statement refers to the fact that alliances take time to develop, and that parties that expect short-term returns are unlikely to have a successful strategic alliance experience.  Moreover, alliance development is really a series of steps that have to be followed.  This can be illustrated by creating a process map with students, which shows what the companies did at each stage of the process.  One possible process map is shown on the following page. 

The process map may look slightly different, depending on the points that students make in analyzing the process.  However, the key point to bring out is that supplier alliances do not just happen, they require a series of steps that in some cases take many months or even years to carry out. 

2.
Discuss the advantages of having point-to-point contact (Figure 1) between functional groups at different companies.  Are there any disadvantages to this approach?

Point-to-point contact can create both advantages and disadvantages.  One big advantage is that individuals work more closely together to share information, which promotes improvements in the supply chain.  For instance, engineers speaking to one another may be able to discuss a technical issue without having to relay it through a sales and purchasing person (where the message may not be communicated clearly, due to a lack of
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technical knowledge on the part of these latter individuals).  It can also reduce the time required to solve problems, and improve the strength of the alliance.

Point-to-point contact may also have harmful effects, however.  People who are not trained properly on the objectives of the alliance may distrust the other party, and treat them in an adversarial manner.  This can create bad feelings, and hinder efforts to improve the product or process.  In other cases, individuals can unknowingly provide information which is considered confidential or proprietary, and which can also damage progress within the alliance. 

3.
What role does trust play in the relationship between Whirlpool Corporation and Inland Steel?  Provide examples from the case that illustrate trust within this relationship.

Trust was an important part of the relationship between the two companies.  Trust was created between the two parties when each party reliably fulfilled their responsibilities (i.e. do what you say you’re going to do, say what you’re going to do). 

Trust is not something that can be easily measured or identified.  For instance, what are the specific criteria that you as an individual use in “trusting” an individual?  The elements of trust will typically vary considerably depending on the situation.  You may trust someone out of a sense of loyalty, or because they have “always come through” for you in a bind, or simply because you a get “good” feeling about their integrity, even though you haven’t known the individual very long.  In fact, any one of these types of feelings is important in assessing trust. If we are to understand how organizations learn to trust one another in a supply chain, we must first understand how individuals come to trust each other, both in the short term and the long term.  Once we understand how trust develops, we can then begin to understand the types of actions that can lead to a trusting relationship, leading to the important benefits achieved in strategic alliances. 

Each party demonstrated important behaviors that improved trust between the parties in the case.  This included the following specific actions: 

· Focusing on creating value for both parties

· Eliminating levels of bureaucracy to facilitate face-to-face dialogue

· Allowing Inland Steel to have access to Whirlpool’s engineering personnel

· Whirlpool assured Inland Steel of larger volumes, and they were true to their word

· Inland Steel dedicating resources to the relationship

· Joint re-structuring and top level strategic planning

· Conflict resolution, by having a purchasing agent work out of the supplier’s plant to smooth over any differences

· Establishment of the relationship beyond personnel changes at Whirlpool Corporation

· Open dialogue and informal meetings to promote greater trust

4.
Why is it important to have a "strategic fit" between the companies involved in a buyer/seller alliance or partnership?

A strategic fit between parties involved in an alliance is critical, since the organizations essentially become extensions of one another as they move forward in the relationship. 

The basic requirements for strategic partnering include: 

· Clear understanding of expectations

· Open communication and information exchange

· Mutual trust

· Common future direction

In establishing these traits, however, the companies must have a common viewpoint and future roadmap, and must therefore establish “alignment” in the following key areas: 

· Financial objectives

-
Economic Performance - long-term sustained margins to meet stakeholder requirements

-
Financial stability - no excessive debts

· Organizational culture

-
Trust - willingness to accept other party’s position based on their reliability

-
Management outlook and attitude

-
Strategic fit  - parties have a similar long-range plan (as in the case) 

-
Top management compatibility

-
Compatibility across levels

-
Supplier's organizational structure

· Technology issues

-
Assessment of current mfg. capabilities - meets expectations

-
Design capabilities

-
Speed of development

-
Willingness to commit resources (in this case, additional equipment) 

· Other factors

-
Safety record

-
Business references

-
Customer base

5.
When formulating its purchasing strategy, what other strategy alternatives besides an alliance with another company could Whirlpool Corporation have pursued?

Whirlpool Corporation could have simply established a long-term contract, without all of the other elements of a strategic alignment.  On the other hand, they could have continued to use bidding on a transaction by transaction basis.  However, Whirlpool Corporation felt that they could benefit the most through an alliance, as opposed to an alternative type of arrangement. 

6.
How can the companies involved in a buyer/seller partnership tell if the partnership is successful?  What specific indicators can the companies use to measure progress and performance?

A partnership is successful if the objectives initially set at the time that the alliance was created are met within the proposed timeline.  A variety of different measures can be used to measure progress and performance.  Some potential measures are shown in the table on the next page.

	
	Manufacturer Perspective
	Material Supplier Perspective

	Alliance Goals
	· Improve inbound operations

· Reduce Costs

· Reduce Inventory

· Improve Quality

· Reduce Lead-time

· Stabilize Supply and Price
	· Increase Sales Volume

· Increase Customer Loyalty

· Provide Value-added Service

· Increase Switching Costs

· Develop Closer Relationships

· Reduce Costs

	
	Manufacturer Perspective
	Distributor Perspective

	Alliance Goals
	Increase Sales Volume through:

· Increased Availability 

· Increased Freshness

· Reduced Damage

· Facilitation of New Product Innovation
	Increased profitability through

· Reduced inventory

· Increased turns

· Fresher product

· Reduced delivery cost

· Tailored Product

· Configuration

· Increased consumer value



	
	Reduce cost through

· Reduced inventory

· Increased turns

· Increased consolidation

· Increased damage

· Invoicing accuracy

· Improved pricing / promotion

· Perfect order commitment
	

	
	Manufacturer Perspective
	Service Supplier Perspective

	Alliance Goals
	· Improve supply coordination

· Reduce carrier base

· Breakthrough Reductions in Cost

· Breakthrough Improvements

· Improve warehousing productivity space utilization

· Maintain flexibility in supply

· Achieve consolidation benefits

· Support industry-wide supply chain initiatives
	· Increase market share growth in key accounts

· Manage operational variability

· Provide value-added service

· Increase profitability

· Develop closer relationships with industry leaders

· Satisfy manufacturer customers

· Ensure future competitive positioning


7.
Under what conditions might the parties to the alliance discussed in this case dissolve or end the relationship?

If either party fails to obtain the expected value from the relationship (in any of the categories shown above), then they should notify the other party of the problem.  If the other party fails to take corrective action or remedy the problem, then the alliance may be dissolved.  In some cases, (such as technology alliances), the relationship will be short-lived, simply because the product life cycle for the project on which the alliance is based is very short, and there is no longer a need for the alliance. 

8.
How can firms minimize or manage the "bumps," hurdles, or conflicts that often occur when firms join together in an alliance or partnership?

Problems can be managed by having an “open dialogue” policy, as in the case.  Quarterly performance reviews were also used to help each party to understand whether performance expectations are being used.  Finally, representatives from each party who are in frequent contact with the company create informal avenues for communication. 

9.
What is a Supplier Council?  What role does a Council have in supporting the strategic supplier alliance between Whirlpool Corporation and Inland Steel?

A  Supplier Council is a group of suppliers who provide feedback to the customer on important issues.  For instance, the suppliers may provide feedback to the company on how accurate or stable their orders are, how difficult their engineering specs are to manufacture, etc.  It can also provide suggestions regarding how to improve the supply chain, and other emerging trends in the industry that is of interest to the customer. 

In this case, the supplier council permitted the sharing of strategies and tactics so that each party became aware of the other’s activities.  It was an important step in creating mechanisms for development of the relationship, trust, and conflict resolution. 
10. What might cause an alliance or partnership to end?

· Lack of performance from the alliance

· Breach of trust

· Changing market conditions

· Change in management or participants

· Corporate mergers

· New suppliers 
Market Assessment


Customer Assessment


Future competitive requirements





Determine need for strategic alliance, and potential benefits / pitfalls, as well as performance objectives





Assess supply base, and identify a potential supplier to approach in creating an alliance (based on performance evaluation)





Approach supplier, and discuss the possibility of an alliance.  Align key objectives.





Analyze business processes, and jointly identify opportunities to reduce cost and take out of business process.





Share information, and increase interaction between core personnel at each company.





Commit to volumes required for supplier to obtain payback in investment.





Continue to monitor, measure, and manage performance.  Keep an open dialogue to jointly solve problems when they occur.








� Based on a report by  Schmitz, J.M., Frankel, R., and Frayer, D.J., “ECR Alliances:  A Best Practice Model”, Joint Industry Project on Efficient Consumer Response, 1995.  This report was based on case studies of several manufacturer - supplier and manufacturer - distributor alliance relationships.
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