The positive developments in recent years had brought the company new self-confidence. In 1997
the board decided that Jptul could make a contribution to shaping the development of the industry.
The goal was to make the company into a "significant player" in North America (Canada was now
also being defined as a potential market) and Europe, and thereby become one of the leading com-
panies internationally. The path to such a position would take place in two stages. First, Jgtul would
strengthen its position in the United States. Through buyouts and mergers with American compa-
nies Jgtul would be secured a broader product portfolio. Primarily, it would seek alliances with manu-
facturers of gas-based stoves and fireplaces. But steel plate manufacturers were also considered of
interest, since it was here the true major market lay: Over 9o per cent of sales in the United States
consisted of sheet steel products, only 10 per cent of cast-iron products. 39> Finally, alliances would
be sought with one or more suppliers of cast-iron products in order to secure greater production
capacity. In addition to the market advantages that an expansion of the product portfolio would pro-
vide, buyouts would also achieve positive synergetic effects on the product development front.

After Jptul's position in the United States was consolidated, the company would turn to Europe.
Through the expertise, broad product portfolio and financial strength the company would then pos-
sess, it would be well equipped to increase its impact on the European market. Jgtul would be able
to offer a virtually complete spectrum of products, with gas- and wood-fired stoves and fireplaces in
both cast iron and steel. This would also secure access to completely new distribution channels, at

the same time that the company’s position in existing distribution systems would become stronger.

Exploratory assessments were carried out during the spring and summer of 1997 with the intention
of making purchases in the United States. Jptul evaluated a total of 15 to 20 companies as potential
candidates for buyouts or mergers. Of these, two companies stood out as especially interesting:
Aladdin Steel Products Inc.and Travis Industries, both located in the state of Washington.Travis’s mar-
ket value was estimated to be twice that of Jgtul’'s, however, and the company was thus considered
too large. Aladdin remained as a suitable candidate. The value of the company was estimated at half
that of Jptul’s,and it operated within a sector that fitted in well with Jgtul's strategy. Under the brand
name "Quadrafire”, Aladdin produced high-end wood-, pellet- and gas-fired stoves and fireplaces.The
company’s extensive expertise with gas was of particular importance. 393

However, no purchase was made. In the autumn of 1997 Aladdin was bought by a competing man-
ufacturer, HON Industries. HON was one of the American manufacturers leading the restructuring
process in the United States. At about the same time, HON bought two other American manufac-
turers. In addition, other companies also showed an interest in more active positioning. The Majestic
Company bought Vermont Castings, and it was expected that the company would make other acqui-
sitions, not only in the United States but also in Europe.

"The acquisitions wave is in full swing", the board stated in the late autumn of 1997.394 The acquisi-
tions helped strengthen the perception at Jptul that more aggressive efforts had to be made in the
restructuring process. "The industry will in future be dominated by a few large, global corporations
with a complete portfolio of wood and gas products based on both cast iron and sheet steel”, the

analysis read. 395 The conclusion was that Jgtul would have to participate actively in such a process.



In line with this view, a new strategic plan was formulated - "Jgtul moving towards the year 2000".
In the plan it was pointed out that: "Against the background of Jgtul’s relatively strong global mar-
ket position the administration believes that the best thing for the company and the shareholders is
to choose an active growth strategy."9° It was decided to undertake at least one acquisition in the
United States during 1998. Jgtul was primarily searching for companies in the gas and steel sectors.
Special emphasis was placed on securing Jgtul expertise within the gas industry, which was an
expanding market in the United States. In addition, increased expertise in this area would help Jptul
win new markets in Europe. The market for gas was still small in Europe, but it was anticipated that
this would change over time. In such a situation Jgtul would be well prepared to win significant mar-

ket share.

The board supported the strategic plan, and subsequently several companies were evaluated for
acquisition. However, during this process a quite significant problem was encountered: It proved to
be difficult to find companies that would fit into Jgtul’s strategy. There were few manufacturers for
sale which had the expertise, product profile and size that Jptul was looking for. In addition, prices
had become dramatically inflated as a result of all the recent acquisitions. lllustrative of the situation
was the fact that the only company found as a possible acquisition was a company in Seattle on the
west coast that produced pellet stoves in sheet steel. However, the market niche for pellets was not
something that Jgtul wanted to focus on.397

Because of these problems, Jgtul trimmed its ambitions for the United States. This did not mean that
the major objective in the strategic plan was put aside. Instead, the focus would be on acquisitions
in Europe. 398 Here the consolidation trend had not yet begun — even though "everyone’ knows it’s
coming", as the administration pointed out. This was one reason why the prices for companies had
not skyrocketed as in the United States. In Europe, Jgtul also had a strong brand name, which was

considered a major strength when approaching potential candidates for acquisition.

During 1998 and early 1999 negotiations were held with companies in various European countries
regarding acquisition or merger. However, nothing came of these acquisition plans either. To some
extent this was because even in Europe it proved difficult to find companies that completely met
Jotul's requirements. For example, there were few existing companies that had expertise in the gas
sector. However, the situation also reflected the fact that Jgtul was gradually starting to re-evaluate
the expansion strategy. Several circumstances emerged in 1999 that contributed to Jgtul’s waning

desire to focus on an aggressive acquisition strategy.

In the first place, less emphasis was put on the importance of participating in the sheet steel sector.
It seemed that consumers were not particularly interested in what material a stove or fireplace was
made from. Rather it was the design and appearance that decided the consumer’s selection. In addi-
tion, Jotul was gradually acquiring quite extensive expertise in the gas sector through the company’s
own efforts. This meant that not even in this field was it crucial to create industrial alliances. In other
words, neither acquisition nor merger could be justified to the same extent as previously from an

industry point of view.

In 1997 Olav Kjell Holtan
became the new chairman of
the board at Jptul. Holtan was
part of the Whitecliff invest-
ment firm, which in 1997
began to buy up stock in Jptul
and eventually became the
majority shareholder. Holtan
had a great deal of manage-
ment experience with the
industry.



Mechanisation of production has
continued in recent years. The
photo shows a production
process in which drilling and
threading machines are used.

In the second place, the matter had a special financial aspect. During 1998-99 large sums were
invested in new production equipment at the foundry. This in itself required considerable outlay.
Moreover, it eventually turned out that portions of this new production equipment did not function
according to plan. As a result of flawed preliminary work, the implementation and adjustment
process took a long time. Some of the equipment could not be used at all, and simply had to be
replaced. By the autumn of 1999 it became clear that these investments would cause the company
significant losses in future. Consequently the situation was far too uncertain for any major acquisi-
tions to be made. 392

In the third place, Jotul experienced a negative development on the Norwegian market during this
period. In the past few years the company had begun to lose market share. This was partly due to
increased competition from several other manufacturers, mainly Dovre in Belgium. But the problems
were also related to the fact that Jptul was not sufficiently market-oriented. The sales apparatus in
Norway did not function as it should. For instance, there was a tendency to focus too much on vol-
ume and too little on profitability. In addition, there was no clear and distinct product profile that
could be communicated to dealers and consumers.4°° Finally, communication between Jgtul and the



dealers was not good enough to secure the company the desired position in the shops and with the
sales representatives.

Internal buildup

The combination of these aspects caused Jgtul in 1999 to abandon all its acquisition plans. In March
of that year a strategy memo confirmed that acquisitions would not be forthcoming in the next two
years. Instead the focus would be directed to the internal situation, that is, towards opportunities for
improvement which lay within the organisation itself. "Today Jetul has a significant potential for
improvement by making production more efficient, by developing more production-friendly prod-
ucts, by differentiating the products, and by implementing an effective sales and marketing concept,”
the memo stated. 4

During 1999-2000 great emphasis was placed on strengthening the market apparatus in Norway.
Initially what was most important was to develop a comprehensive market platform to which the
entire market apparatus could relate. 42 First, it was essential to develop the marketing tools. New
display and sales materials were designed. Later a standardised shop display concept was also devel-
oped, the so-called "shop in shop" concept, which would be used in conjunction with the product pre-
sentations at the dealers. The concept built on a complete display and advertising package that could
be set up as a stand in the shops. Finally, training of the dealers’ sales staff, "the Jgtul School", was

resumed on a broader scale. 493

Second, greater emphasis was placed on further developing Jgtul as a brand name. This formed the
basis for the development of both the marketing tools and the dealer strategies. In the beginning,
greater emphasis was placed on increasing the visibility of the company’s product profile. Jgtul pro-
duced both classical and more modern models, but they had never before been categorised. During
1999-2000 this was changed; all models were sorted into distinct product lines. Next, Jptul estab-

At the beginning of the 21st
century a new marketing
strategy was developed which
included the so-called "Shop in
Shop" concept. The basis for
this concept was the objective
of securing prominent place-
ment and position for Jgtul
products in the shops.

Jotul Corporate Identity
- the new company logo
received the Good Design
Award in 2001.



In 1999 Erik Moe was hired as
the new CEO, succeeding Vinko
Janjak. Moe had many years
of experience in Norwegian
industry, including his tenure
as CEO of the furniture manu-
facturer Hdg.

lished a new price profile. As a rule, the large dealers in building materials operated with fixed retail
prices, but with considerable underlying discounts. The discount was often the most important sales
tool. However, this was a pricing policy poorly suited to a strong brand profile. Jptul thus lobbied to
have the discount system abolished, in favour of lowering the retail prices somewhat. Such a strat-
egy met strong resistance at first from most building materials chains, and Jgtul thus lost some mar-
ket share in Norway in 2000.

In sum, it seemed as if the restructuring of the strategy had a positive effect on the company’s mar-
ket position in Norway. After a weak year in 2000, which was related partly to the previously men-
tioned problems in production, and partly to the new dealer strategy, turnover rose by 22 per cent -
from 130 million kroner to 158 million kroner. The increase was explained by "a successful reorgani-
sation of the market strategy in Norway". 44 But no doubt other special circumstances also played a
role in this connection, primarily the higher prices for electricity. In 2002 sales improved even more,
again partly due to the strong impact of record-high electricity prices throughout the winter.

The new market strategy has also served as the basis for the export markets in the past few years.
Implementation has been made easier in the largest markets because in recent years Jgtul has
begun to take direct control over distribution. In 1998 Jgtul established its own sales company in
Germany. The same year, distribution in Great Britain was organised under a subsidiary,and thus the
company had its own sales forces in the four largest markets.4°s In addition, emphasis was placed on

incorporating the new strategy with independent importers.

The stove foundry is perhaps the most important reason why Jgtul in recent years has continued to
increase its export share. It is true that the rate of growth in the major markets, the United States
and France, has declined somewhat since 2000. In particular the market for gas has exhibited
weaker growth compared with the final years of the 1990s. But since growth in this area was
dramatic in the period 1997-99, it is more accurate to speak of a normalisation. In toto, however,
exports continue to rise. In recent years Great Britain has become a promising market. In addition,
the former Eastern Europe is gradually becoming a market with considerable potential, and as of
2002 importers have been established in the three Baltic countries, Russia, Poland and the Czech
Republic. Eastern Europe is considered a market with significant future potential.

Ownership in flux

During the 1990s Jptul went through a fluctuating ownership structure. At the same time different
owners have had differing motives. This too has naturally affected the company throughout
this period.

As we have seen in Chapter 6, Jgtul did not fit into the strategy of the new conglomerate that grew
out of the merger of Norcem and Aker in 1987. For this reason the group eventually wanted to sell
Jotul. When things began to sour towards the end of the 1980s, however, there was a great deal of
uncertainty about what the owner would do. It soon became clear that Jgtul was in such a bad state
that it would be nearly impossible to get much for the company.In early 1989, therefore, Aker Norcem
decided that a sale was not in the picture "for the time being". 4



In the longer term, however, Aker clearly intended to get rid of Jgtul. As early as April 1990 a sale
prospectus was drafted, and a number of interested parties subsequently appeared. Two companies
emerged as especially interested, namely the UPO Foundry from Finland, which was owned by ASKO,
and its arch-rival Dovre. 47 Negotiations broke down, however, primarily because neither of the com-
panies was willing to pay a significant amount for Jgtul, and in December 1990 the Aker manage-
ment decided to postpone the sale indefinitely. The group would itself turn Jgtul around before a sale

again became imminent.

After this, a period of time passed before concrete plans for selling the company once again emerged.
The ownership situation was discussed first in the long-term plan for 1993-1995, but only insofar as

a clarification of the ownership situation should occur within the plan period.

It therefore came as a surprise to the management of Jgtul when Aker in 1994 decided to list Jgtul
on the stock exchange, at the same time that the group signalled its desire to cut back its ownership
share in the company. The announcement was met with some trepidation, first because the com-
pany felt secure under Aker's management, and second because there was a risk of acquiring own-
ers who might not prove favourable. Aker, however, felt it was important to create space and time for

View of the assembly hall in
1993. Here painted products
are assembled in one row
and enamelled products in
the other.



Jotul to find acceptable owners. In addition, Aker would not immediately relinquish all its holdings.
The owner share would be reduced by up to 57 per cent, while the remaining 43 per cent would be
held for a minimum of two years. In addition, it was decided to prepare for a dispersed sale. In this
way one could ensure that no hostile corporations had an opportunity to gain control over the com-
pany. The management of Jgtul was also deeply involved in the preparation for being listed on the
stock exchange, and thus had an opportunity to influence the ownership structure. 4

In the spring of 1995 the Jotul shares were posted for sale, and when the subscription deadline ran
out in June the capital was fully subscribed. The ownership structure was dispersed, dominated by
Norwegian financial institutions. Next to Aker, the largest was Vital Forsikring with 10 per cent of the
shares,and UNI Storebrand with a little over 7 per cent. Folketrygdfondet, SND, Postbanken, DNB and
others were also involved. Two years later Aker decided to sell its remaining block of shares. This was
also spread amongst many owners. By the end of 1997, Storebrand Livsforsikring was the largest
owner, with 12.4 per cent. Aksjefondet K-vekst was the next largest, with 9.2 per cent. There were no
other shareholders that controlled more than 6 per cent of the shares.

Not until 1998 were there signs of an incipient concentration on the ownership side. During that year
the investor group Whitecliff, in which financier Christian Bjelland was a key figure, began to buy up
shares in the company, and by the end of the year the group controlled a good 20 per cent of the
shares. In the next couple of years the group continued to buy, and by the end of 2001 it owned

approximately 42 per cent.

Whitecliff was purely an investor group, and had solely financial motives for its involvement in Jgtul.
Even in the early stages it was said that the company had set a five-year limit as the basis of its
involvement. This meant that during 2002 the group might decide to sell out again. Presumably this
was the reason why a new interested party began buying up stock in Jgtul during 2002. At the begin-
ning of 2002 the Swedish industrial corporation NIBE rapidly bought up an ownership share of
almost 22 per cent. The background for the corporation’s involvement was industrial. NIBE manu-
factured stoves and fireplaces in sheet steel and tile, and regarded Jptul as an interesting addition to
its corporate portfolio. Early on, NIBE expressed its intention to buy up 100 per cent. 409

NIBE’s involvement came unexpectedly and created a whole new situation in terms of ownership. As
we have seen, Whitecliff was possibly on its way out of Jgtul, but the group now ran the risk that
NIBE, through additional purchases, might reduce the possibility for the group to receive an accept-
able price for its block. In order to prevent NIBE from gaining decisive control, Whitecliff therefore
bought in for almost 60 per cent. At the same time Whitecliff made it clear that it was now willing

to sell its whole block to NIBE, provided of course that the price was acceptable.

After that, of course, most of the negotiations were about price. In the summer of 2002 NIBE made
an offer for Whitecliff’s block that amounted to 77 kroner per share. This would yield a purchase price
of approximately 136 million kroner for the entire block. The price was well above what Jgtul's stock
had been trading for on the Oslo Stock Exchange just before NIBE began to buy up shares. Before
new year of 2002 the stock had been traded for a little under 40 kroner. Naturally the price had risen



significantly after new year of 2002, but that was primarily due to NIBE's and Whitecliff’s own
activity.

However, Whitecliff did not accept NIBE’s offer, and with that the situation was deadlocked. In the
summer of 2002 Whitecliff and NIBE together owned about 8o per cent of the stock, and neither
party showed signs of giving up its demands. As a result the sales of stock ceased entirely. As of this
date the situation is still unclear, and the two parties control about 60 and 20 per cent, respectively.
Before the new year of 2003, however, Whitecliff chose to secure its full freedom of action with Jgtul
by splitting the company into a holding company and a production company. Jgtul ASA became a
holding company, and production was organised into its own corporation. This meant a freedom to

administer the production company in the manner deemed most suitable.

The future is open

As of this writing (May 2003), there is much to indicate that Jptul is facing a new change in
ownership. And by the time this book is in print, it is quite possible that the change will have already
taken place.

With our perspective in the spring of 2003: What type of owner can Jgtul expect to obtain? There is
little to indicate that it will be an industrial investor, such as another stove and fireplace manu-
facturer. Thus far, at any rate, no such buyer has appeared, if we exclude NIBE. It will most probably
be a financial owner. Moreover, it seems highly unlikely that the owner will be Norwegian. At
least no Norwegian environment, either financial or industrial, has demonstrated any obvious interest
inJotul.

Industrial operation in rural
surroundings. Jgtul at
Krdkergy in the 1990s.



What remains as the most probable scenario is that Jgtul will have a foreign financial owner. If so,
what consequences will this have for the company? One question that naturally arises concerning
such a solution is how a foreign owner would deal with the production location. High costs in
Norway contribute to making Norwegian industrial workplaces steadily less secure. More and more
industrial businesses are moving out of the country, to lower-cost countries in Europe or other parts
of the world. The management and employees of Jptul will also be forced to take a stand on
this issue.

On the other hand, a new owner must assess the impact that would result if the expertise and net-
work built up over many years, even generations, were to be lost. Moreover, Jgtul is to a great extent
linked to what is specifically Norwegian. The company, its products and brand name are built on a
uniquely Norwegian identity. Jotul enjoys international respect because people know that the prod-
ucts are designed to meet the special requirements for heating in the harsh Norwegian climate. The
question is whether such an identity can be maintained in the long term if the link to Norway and
Norwegian culture is severed.

In 2003 Jgtul can look back at a history of 150 years. Over its long lifetime the company has been
marked by both highs and lows, but the highs have undoubtedly been predominant. The company
has at the same time exhibited a unique ability to resurrect itself in difficult periods. Much of its suc-
cess has been due to the will and ability of the various owners to focus on the new and the long
term, whether it was new products, new production technology or new market strategies. This is the
reason why Jgtul is still viable and thriving as a stove foundry, while almost all other Norwegian
manufacturers have long since fallen by the wayside. Through continuous adaptation to new mar-
ket needs,and also by creating new markets, Jotul has always managed to win continued support for
its activities. This also explains why Jgtul is the only manufacturer of stoves and fireplaces in the
world today that sells more than half its production outside its own domestic market.

With an eye to the long view of history, we can affirm that the need for stoves and fireplaces has
existed ever since the birth of humanity. The function of fire has indeed changed dramatically down
through the ages, but there is nothing to indicate that the need to enjoy the warmth, the visual dis-
play and the ambience of a real fire, will ever disappear. So there is every reason to expect that Jptul
will survive well into the future — yes, perhaps even for another 150 years.



Abbreviations in the notes:
KO: Kvaerner Ovnstegperi (Kveerner Stove Foundry)
J:a/s Jptul
OL: Ovnstpperienes Landsforening (The National Association
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Sources

The following individuals were kind
enough to give interviews: Tore Bech, Otto
B. Halvorsen, Gerhard Heiberg, Erik Holst,
Olav Kjell Holtan, Vinko Janjak, Ole Jan
Johansen, Erik Moe, Helge Norseth, Unni
Gahr Stere, Ulf Store and Kjell Syversen.

Jotul’s archive was examined systemati-
cally, as was the archive of Ovnstpperienes
Landsforening [National Association of
Stove Foundries], which is stored at
Teknologibedriftenes Landsforening
[National Association of Technology
Companies]. In addition, the archive of
Stpperienes Landsforening [National
Association of Foundries], which is stored
at the same place, was used sporadically.

Important newspaper sources were Norsk
Jernindustri [Norwegian Iron Industry], and
Stpperitidende [Foundry Times], later Norsk
Verksteds- og Steperitidende [Norwegian
Workshop and Foundry Times], in particu-
lar. They were examined systematically.
Teknisk Ukeblad [Technical Weekly] was
also used to some extent, but not
systematically.
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