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Foreword

Leadership & Management
By George Anderson, Editor-in-Chief - RetailWire

You may have heard that, to be a successful leader, you need to be one of two types of people: one who is
smart enough to know you can achieve your goals or too dim-witted to realize you can't.

Leadership is a word often used but not demonstrated nearly enough. Perhaps that's why we spend so much
time talking about what it means to lead and what distinguishes the leaders in the industry from all those play-
ing catch up.

In this edition of the RetailWire Digest, we’ve decided to look at leadership from several angles. Regular readers
of RetailWire.com may be familiar with our motto – “The Power of Collective Thinking.”  Each day, we post
opinions on important industry issues from some of the best minds in the retailing industry – most of whom are
venerable leaders in their own right. We gather from the growth in our site usage that, on a daily basis, our
membership is deriving benefits from their collective wisdom.  It’s a great system, but we get caught up in the
day to day excitement of the online discussions and find the need to step back periodically to look at the bigger
picture.  In the discussions we have selected this quarter, we trust you’ll find ideas you can apply to your busi-
ness, a lot of controversy, and a bit of fun. 

We thank you for your ongoing support, and ask you to utilize the Business Tips and In-Sites provided by our
sponsors, who make RetailWire possible every day.

Campbell Soup
www.retailwire.com/soup 

ACNielsen
www.retailwire.com/acnielsen 

Sara Lee Lunch
www.retailwire.com/lunch

Coca-Cola Retailing Research Council of North America
www.retailwire.com/CokeRRCNA 

National Grocers Association
www.retailwire.com/nga

Interactive Edge
www.retailwire.com/interactive_edge
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Leadership & Management Discussions
What Does It Take to Lead?

By George Anderson

What does it take to be a leader in food retailing today? That's the subject of a Supermarket News editorial written by
the publication's editor of Home & Health, Mark Hamstra.

Mr. Hamstra recounts a Super Session at the Food Marketing Institute (FMI) Show in his editorial. The session includ-
ed presentations by Feargal Quinn, chief executive of SuperQuinn in Ireland, Simon Woodroffe, founder and chief exec-
utive of Yo! Sushi in London and Don Knauss, president, sales, retail division of Coca-Cola North America.

Mr. Quinn told the Chicago audience that his leadership derived its strength from listening to customers. He sits at
approximately 38 customer roundtable discussions throughout the year. 

Yo! Sushi's Woodroffe said leaders need a long-term vision, what he calls "imagined hindsight" if they want others to fol-
low. 

Mr. Knauss defined five qualities a person needs to be a leader: integrity, curiosity, humility, compassion and optimism.

Moderator’s Comment:
We tend to think of leaders in expeditionary terms. They must have: 

1. A sense of humor and the ability to laugh at themselves
2. An idea where they want to go 
3. A roadmap for getting there
4. The ability to communicate where the group is headed, the role each

member will play in getting there and the rewards each will reap on
the journey

5. A willingness to fail and to let others do the same
6. The personal self-confidence to listen to others
7. A need to serve 
8. A word that is their bond. - George Anderson - Moderator

Comments:

I think you also need to have a "thick skin". No matter what decision is made, there is always a dis-
senting opinion, and oftentimes multiple ones. C-Span broadcasts "Prime Minister Questions" which
consists of Tony Blair taking questions live from the House of Commons. If you've never seen it, it's
more fun than any scripted show, and you can really see what makes a leader, in terms of the abili-
ty to shrug off insults, keep various constituencies happy, and project a vision. 
- Al McClain - RW Commentator 

I'd also add to George's list: 

-- The ability and willingness to communicate results of effort (good or bad). If results are good
…communicate or do something tangible to celebrate these results and, if bad, provide a means
by which employees are able to communicate input to turn the result around. 

-- (As simple as it sounds) Name recognition regarding who works for you. - Karen Ribler - BrainTrust

A good leader has the perspective that only experience can endow. He/she knows that what goes
around, comes around. Short term thinking will compromise the long term health of the organization;
burning bridges behind you cuts off your own retreat; and the trust of your employees and customers
takes time to earn but can be lost in one thoughtless moment.  - Joanne Fritz - BrainTrust

digest

RetailWire Digest - Spring 2003 page 5 The Power of Collective Thinking

www.retailwire.com



One more thing springs to mind - the ability to change. Recognising when to deviate from a plan,
identifying the means to do it and enthusing the rest of the team to participate rather than acting as
if any agreement previously made has been carved in stone. 
- Bernice Hurst - RW Commentators

A few more: 
1) A willingness to "lead from the front" 
2) The confidence to delegate (Old Scottish Proverb: "You don't buy a dog and then bark for your-

self." At least, I learned if from a Scot.) 
3) The ability to distinguish things urgent from things important -- and the ability to keep them sep-

arate. - Ben Ball - BrainTrust

It is all in a book called "Good to Great" by Jim Collins. A couple of commentators' points need to be
expanded: 
1) willingness to try, test, and fail, as money may not be recouped; 
2) let good ideas surface that aren't yours, and command a different way of approaching the busi-

ness, issue, opportunity; and 
3) talk to your employees and your target audience as often as possible...know what is going on in

the trenches, and lives of the consumers!!! Hmmmmm - Stephan G. Kouzomis - BrainTrust

I would like to suggest that we don't just listen to customers, but we act as their advocates; we don't
just identify the role each member will play, but we hold them accountable for change and for achiev-
ing clearly defined milestones in serving the customer on their terms...not just ours. Further, we
should not limit our listening just to customers---those we want to acquire and those we want to
retain---but we should seek out success stories from other consumer-centric industries. The oppor-
tunity to learn from the best practices implemented by Baldridge Award winners, not just in retailing,
but in many customer service industries that truly practice what they preach, will take us in the
supermarket industry a long way toward listening, learning and delivering. The missing link in today's
commentary is "managing expectations" and then exceeding them! 
- Michael Aarons - BrainTrust

These are great comments about leadership in general, by professionals who are obviously leaders
themselves. But I still find myself wondering about leadership specifically in food retailing. 

Perhaps we're discussing two different kinds of leadership. The first is the overt, "outside-in" kind that
controls the action, including planning, execution, and analysis. This type of leadership is well
described by the lists and points already provided, and its report card is sales and traffic numbers,
so success is easy to measure. 

The second kind of leadership - and the kind I think we're discussing - is the product of a culture for
serving customers better. It is not necessarily measured in sales and traffic, but is manifested in
intangibles such as shopper loyalty, goodwill, and appreciation. Thus, supermarkets that lead in this
second way are not necessarily the sales and traffic leaders in their markets, but are regarded as
industry leaders just the same. 

Several RetailWire contributors listed some of the practices that drive this "leadership as a cultural
product." Intuitive habits such as listening to customers, trying lots of things, and understanding suc-
cesses and failures are necessary. Additionally, a dedication to innovation, value, honesty, and
integrity are paramount. 

Yes, this type of retail leadership is "touchy-feely." But then, so are customers. 
- Michael Banks, Ph.D. - BrainTrust

www.retailwire.com
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Leadership & Management Discussions
Scouting Talent Makes the Difference

By George Anderson

Daniel Barach, manager of the MLT Capital Hedge Fund, told the Cincinnati Business Courier, "The rarest talent is the
ability to assess talent." 

That ability to assess talent, many believe, is the reason behind Mr. Barach's success in the stock market. His fund has
outperformed the S&P 500 by 78 percent over the past three years.

According to the magazine report, "Barach approaches investments more like a talent scout than a stock analyst. He
can read balance sheets, but gets more out of reading body language. Some look for margin. Barach looks for motiva-
tion."

Two motivators Mr. Barach has placed his investment bets on are the founders of the Chico's FAS apparel chain, Marvin
and Helene Gralnick. 

Mr. Barach said of the two, "I got a feeling that they were very personally invested in making it successful." 

Mr. Barach's fund invested in Chico's in 1998. Revenue from then until now has grown from $74 million to approxi-
mately $378 million. The companies stock price has also jumped from around five dollars to Friday's close of $21.60.

Last week, Chico's announced that same-store sales had risen 12.4 percent, almost five points higher than the con-
sensus estimate.

Moderator’s Comment:
How talented are most managers and executives of businesses when it comes to assessing talent?

In too many cases, the least talented talent assessors are involved in human resources. Talent is much more than a list
of accomplishments on a piece of paper. Too many, however, who are responsible for recruiting talent can not see past
a resume. - George Anderson - Moderator

Comments:

If George was trying to be compelling by taking a not too subtle jab at the skills and competencies of
Human Resource professionals - then I perhaps am taking his comment the wrong way. If, however,
he truly believed what he wrote, then he and I differ in our opinions. 

I in no way am a "champion" for all that is Human Resources Department related, and will even admit
to having had issues with the approaches and personnel within various HR departments from time
to time. However, I vehemently disagree that the people are any less skilled there than in other
departments at assessing talent. It has been a more common occurrence that they are provided with
incomplete job descriptions or expectations of applicants that are less relevant to success on the job
than desired and are asked to muddle through misdirected searches to fill jobs that are incomplete-
ly understood by the MANAGERS that hire, train, and evaluate performance. 

Are there problems? SURE there are, but to lay that at the feet of the HR department is gratuitous
and demonstrates less than accurate portrayal of the real issue...the people/culture/job task fit is NOT
the responsibility of the HR Department operating alone in a vacuum. George, I usually find your
comments appropriate in steering the conversation - but this time you blew it. 
- David Zahn - BrainTrust



There are plenty of issues here, but the one that intrigues me most is whether to do things "by the
book" or go with your "gut instinct". I choose the latter. With the information and analysis overload we
suffer in business and in life today, one's gut instinct usually works as well as detailed analysis. The
point George is making here, I believe, is that organizations and leaders of those organizations are
better off using their instincts than paperwork in judging talent, and making decisions. Of course, this
works better when picking stocks than hiring employees, because of a host of legal issues requiring
detailed paperwork. - Al McClain - RW Commentator

My experience as a manager has taught me a couple of things. First, as a manager, you have to get
out of your office and get to know the people so you don't depend on paper trails. You also need to
offer talented people the opportunity to grow and experience new challenges to see what they are
made of. The second learning is that a management team that is committed to developing and man-
aging talent for the future growth of the firm must take the time as often as possible to discuss their
human resources and make sure they are being developed through formal training, mentoring, and
unique experiences. When a management team is disciplined and focused on these activities, the
identification of talent is easier and more predictable. I believe that "managing by wandering around"
has tremendous benefits for the people and the organization. - Phillip Straniero - BrainTrust 

I agree with David that it is not just HR that is responsible for this. 

I'm also encouraged by his passion for the subject and his strong response to my comments. 

The problem, and I've seen it affect many (from right out of school to senior executives), is that HR
departments, recruitment and/or executive search firms are selected as gatekeepers, deciding which
candidates management gets to choose from. 

Too often, the intangible benefits of people are missed because of established criteria for resume
submissions. For example, a potential employee might have a talent for spotting talent. That may
come across in a resume but, in my experience (having reviewed many over the years), it doesn't.
- George Anderson - RW Commentator 

The first point to remember is that management is inherently human. If the skills required for man-
agement were simply quantitative and objective, life would be much simpler. Reality has shown, how-
ever, that the qualitative analysis of an opportunity can prove to be more successful, based upon that
person or group's life and business experiences. I do not feel HR Professionals are inherently chal-
lenged in these skills. There are plenty of CEOs who are reluctant to utilize the "gut feel" skills they
may have due to the fact that they are less able to defend their results. The skills successful man-
agers employ, of course, are an intelligent blend of both subjective and objective inputs. 
- Ralph Jacobson - BrainTrust

Finally! I was beginning to wonder if it was just me! 

There seems to be little or no oversight of the recruiting gatekeeper's understanding of his/her impact
on how EVERY hire impacts organizational development overall. 

Here's a good example of the lack of focus at the corporate recruiting/hiring "gate" on either clear
standards or talent assessment capabilities, (or both). 

I was recently cold-called and actively recruited by the Manager of Field Recruiting for [a leading
women's wear brand] in the country for an $80 million dollar Regional position, apparently for qual-
ifying reasons. I was then forwarded to the newly appointed Manager of Corporate Recruiting, who
explained to me that she had five years experience as an HR Generalist at corporate headquarters
and had only been in the recruiting role for a "few days". She informed me that it was OK to just tell
her if she asked me any "dumb questions". Following an obvious "check list" of questions, we com-
pleted the 45 minute conversation. 
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In less than 24 hours, I received an email turndown message. 

Something is not right. Assuming that the two Managers understand the organizational hiring stan-
dards, and that IS an assumption, it seems obvious to me that the corporate "gatekeeper", who just
made an $80 million dollar decision after a "few days" of talent assessment experience is ill placed
to say the least. 

Left "in charge" of such decisions, a "qualified" candidate will have to slip through the "gate" by acci-
dent! How many un-managed "qualifying" decisions will this person be allowed to make, not to men-
tion the lost opportunities for the organization to even SEE the talent at higher levels? 

The recruiting "gatekeeper" is a key strategic player in building, (or not) the total organization. 

Are the Marx Brothers minding the Big Store? - chrisxx

Assessing talent is hard and one reason it is hard is that there is often no clear criteria established
to assess talent. A common approach, expectation and vocabulary can greatly aid the process (from
HR across the organization). After working with a number of really talented Microsoft people, I have
bought into their talent assessment criteria. They look for a person to demonstrate the following key
attributes ... 1) the person is smart, 2) the person will work hard and 3) he/she has shown the abil-
ity to get important stuff done. They dig deep to make sure that the person can show a clear track
record of each. They are also careful to separate the person from their past title or organization - in
other words, just because the person had an important sounding title, or worked on a big project, at
a prestigious company does not mean that they are great or ready for the available position. - mc

The trouble with recruiting, both inside and outside HR, is that everybody thinks he/she is an expert
on human nature. Just like everybody thinks he/she is an expert on sex. Fact is, most people could
use a bit of instruction on both. Pride and ego get in the way. Having made my share of outrageously
horrible hires, I have come to trust my "gut instincts" a whole lot less; I've found those psychological
profile tests amazingly dead-on. (Once hired someone without waiting for the test results, cuz I felt
so strongly that I knew it would be a great hire; then, after the disaster, read the test results and real-
ized they were dead-on. Sigh.) - Warren Thayer - RW Commentator 

____
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Leadership & Management Discussions
Everyone Agrees But Nothing Changes

By George Anderson 

A piece in Strategy + Business, Treating the Troubled Corporation, says curing corporate dysfunction "could mean the
difference between achieving a superior performance hailed with headlines in Fortune or the Wall Street Journal and
standing in the line that leads to Chapter 11."

Corporate dysfunction or paralysis is when (most) everyone within an organization agrees that change needs to happen
and yet nothing changes. 

The authors of the article, Gary Neilson, David Kletter, and John Jones of Booz Allen Hamilton, say businesses need to
focus on people, knowledge and incentives to cure corporate dysfunction.

People
Businesses are comprised of individual groups (sales, marketing, finance, etc.) that ultimately act in their own self-inter-
est. Organizations need to define who decides what to avoid internal decision-making conflicts.

Knowledge
Knowledge is power. The authors write, "The key to success for a company is to identify the critical information required
to make the correct decisions and to ensure that this information is in the decision maker’s hands when he or she needs
it."

Incentives
Decision-makers need compelling reasons (aka incentives) to act in the best interest of the company.

Moderator’s Comment: 
How prevalent is corporate dysfunction/paralysis in the retail and CPG industries? What's needed to overcome it?

As an industry and within many companies, we've become very good at talking about our problems. Fixing them is an
entirely different matter, altogether. - George Anderson - Moderator

Comments:

Corporate dysfunction is prevalent in any industry that has gone through considerable consolidation
over a relatively short period of time. Just look at the telecommunications industry. In the retail and
CPG industries, we see both suppliers and distributors that have vastly increased their sales through
acquisitions and mergers. Many of these have lost any advantage they gained from increased size
to losses in productivity and less than optimal decision making based on bad or incomplete data.
And, then there are corporate politics, which can create even more discord throughout the organi-
zation. 

What is needed to fight a dysfunctional corporate environment is improved communications and the
creation of an atmosphere conducive to sharing information for the betterment of the organization
as a whole and the individual. This starts at the top and must go full circle through the troops and
back to the top in order to be effective. - Ron Margulis - RW Commentators

Much of the difficulty confronting organizations is the almost pathological fear of change. As a wise
ad guy - proving this is not necessarily an oxymoron - Tom Monahan once said, "By definition, noth-
ing can improve without change." 

Fortune Magazine recently published the most successful companies/brands in the US, and in no
surprise to the people on this site, Wal-Mart came out on top. What was most interesting to me was
the analysis attached. 

digest
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The article cited the fact that supermarketers were fearful of Wal-Mart's relentless growth in this cat-
egory, except for a few, like HEB. 

We have discussed in great detail how good HEB is on these pages. Retailers across America mimic
some of the tactics employed by Wal-Mart and HEB in a vain hope of competing with them. 

The point is that, by the time a retailer is able to mimic some aspect of their operations, the smart
retailer, i.e. HEB and Wal-Mart, will have already moved on to the next great idea. 

Operations must be fluid and responsive. Corporate culture must encourage its employees to chal-
lenge assumptions and "the way we've always done it." It is not enough to copy someone else's suc-
cess. Smart companies must foster their own great thinkers and innovators and facilitate imple-
mentation of their ideas. - Karen Kingsley - RW Commentator

It's a big problem, and to my way of thinking it is all embedded in a corporate culture that is infect-
ed with fear of reprisal from above if they make a mistake. Over the past few months, I've spent a lot
of time visiting with Wal-Mart, H-E-B and Giant Eagle (just last week). All have extremely healthy cor-
porate cultures where managers are expected to take risks, and expected to fail from time to time.
But people don't live in fear. The attitude of top management sets the tone. I used to work for a com-
pany with a president so afraid of change and risk that we had sort of a gallows humor in the halls
whenever we went in for a decision. We'd mock his reaction to our request: "What? You want a DECI-
SION??? But what if it's WRONG?????!!!" Yeah, right. Glad I'm outa there.
- Warren Thayer - RW Commentator

Dysfunction and paralysis in any organization is in fact due to lack of leadership and the culture that
that creates. We've talked about it here so many times. It is purely and simply a lack of leadership
and nothing more. - Scanner

As people move up the management ladder, they base decisions on what they know, and when they
get to the top, they mostly base them on their past experiences. That is problem number one. In an
age of information overload and rapidly advancing technology, you can't afford to make decisions
based on the past. The business landscape changes every single day and leadership must do their
very best to keep up. That means keeping up to date with innovation and technology to develop the
best strategies for success. - AllAround

Leaders bold enough to take risks, with the support of their boards, will move an organization for-
ward and beyond this dysfunction. Those who look at the unique value of their organizations to the
consumers/clients they are trying to reach will certainly be able to motivate their associates to take
risks as well. One way to assess those risks is to float the ideas in forums with others who will vali-
date the ideas (rather than steal them). That validation may be the impetus for change. 
- Edie Clark - BrainTrust

Recently I have been mulling over the idea that possibly no one has ever attempted to build an ideal
store. This is because of two major factors: Stores are designed for the convenience of the people
who work in them more than to move the maximum amount of merchandise. The second factor is
the one described by AllAround: top management decisions are based on their own personal lore,
not the best and latest information that is available. 

We may never overcome the problem that the produce guy doesn't want to put bananas in the cere-
al aisle (too personally inconvenient), but surely management can become more rational. If not, the
Wal-Marts of the world will just keep eating everyone else's lunch. - Herb Sorensen - BrainTrust

The top managers of CPG and Retail got to those jobs by hanging around a long time and not get-
ting involved in risk-taking that could lead to a blemish on their careers. Is it any wonder they still
won't take any risks? - BrandManager
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Leadership & Management Discussions
CEO's Pay Goes Up As Stock Price Falls

By George Anderson 

Alan Lacy, chief executive officer, Sears, made 78 percent more in salary and bonuses in 2002 despite a precipitous
drop in the retailer's share price.

Mr. Lacy was paid $2.8 million in salary and bonuses last year compared to $1.57 million in 2001. 

According to the Chicago Sun Times, the retailer's "stock plunged 50 percent last year, largely due to worries about how
much worse the company's credit card portfolio will become."

Troubles at the company's credit division required it to add $222 million in reserves for uncollectible accounts in the
third quarter of last year. 

Moderator’s Comment: 
What is your reaction to Alan Lacy's pay raise? What are your thoughts on top executive compensation?

Too often we hear companies say it would be impossible to attract top talent without offering, what seems to us, outra-
geously generous compensation packages. 

Based on the performance of so many top execs in recent years, we'd say companies are often wrong in their assess-
ment of talent. They might just be mistaken on what it would take to attract the right leaders, as well. 
- George Anderson - Moderator

Comments: 

There should be a better yardstick of a CEO's performance than just the stock's share price.
Way too many decisions are made based solely on announcing this quarter's profit and the out-
look for the year and their effect on the market. 

A bigger problem with CEOs seems to be that they do not have the ability to articulate their com-
pany's vision and strategy to investors and analysts and inspire confidence in their company's
performance and future. Many CEO's act like they are ashamed of their performance or that they
are trying to hide something. They may be great at running the company, but should be kept
away from the investing public. For the compensation that they are being paid, can't we expect
and get more? - Art Williams - BrainTrust

Employee compensation is a difficult topic and even more so for the CEO. The first problem is
the club in the board room. I vote for your compensation package and you vote for mine. Even
the call for more outside directors does not solve this problem. There should be no cross board
memberships and the vast majority of directors should have no business dealings with the com-
pany. This should be a requirement for every public company. Second problem is, no single
measure should be used to evaluate performance. There are examples of simply using stock
price where the price was run up to compensate management but killed the company. Measures
such as return on assets, net profit growth and share price, at a minimum, should be weighed
in determining performance. Maybe this would stop the annual write off of exception items.
Every department in a company must perform to a budget or P & L. Why not the most senior?
The last problem is the time factor. Senior executive bonus should be based on achieving spe-
cific goals over a minimum of 3 years. This should be a rolling year target with averaging per-
formance. In too many companies today, senior management are only concerned for themselves
and think it is their company, when it fact it is the shareholders. - Frank Dell - BrainTrust
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Whether or not he is deserving, Lacy, like most CEOs, is lucky. Rarely do you come across a
Bobby Knight-type CEO who turns down rewards because expected performance wasn't there. 

Now an overview: I have been removed from corporate boards and compensation committees
for my voted beliefs that I am about to express. When CEO pay soars even as corporate per-
formance lags, we get a rare glimpse at one of American capitalism's more instructive secrets:
CEOs who cheerlead for market forces wouldn't think of having them actually applied to their
own pay packages. The conceit, of course, is exactly the opposite: CEOs rake in millions
because, we're told, that's what the market demands. The reality is that CEO pay is set through
a clubby, rigged system in which CEOs, their "buddies" on the board compensation committees,
and a small cadre of lawyers and "compensate consultants" (who, if they were walking the
streets would be called insulting names) are in cahoots to keep millions coming, irrespective of
performance. Even in disgrace, the condition prevails. For example, Jill Barad, received a $57
million severance package after nearly ruining toy maker Mattel. Mark Willes walked away from
a shabby stint at media giant Times-Mirror with a reported $90 million. And there are hundreds
of similar "schemes." 

Once the veil is lifted and one sees how most CEOs are protected, is there any philosophical or
ideological reason not to use the same power on behalf of all associates and workers in an organ-
ization? Of course not, but that won't happen. - Gene Hoffman - BrainTrust 

Bravo Gene, 

Too often CEOs are rewarded for either very poor salesmanship for the "vision" they have for the
long term, or the short term market demands for funding. Both Vision and short term perform-
ance are important. Just ask all the employees who go through annual evaluations and assess-
ments for future promotions. 

While I am loath to agree about Mr. Knight's refusal of salary (a small portion of his compensa-
tion), actions like his and Lee Iacocca's refusal to accept a raise would be great examples for the
rest of industry. Most of these CEOs forget the TREMENDOUS motivational impact (positive or
negative) that this action can have. I'll not forget the negative impact of my CEOs request for a
one time event of all salary employees not getting a pay raise in order to move toward company
stock rewards in lieu of cash raises. Then, the same fiscal year, that person was rewarded by the
board for their "corporate cost reduction efforts" and given a big increase. 

While I am appreciative of the stock (who's value has not increased at a rapid pace since), I can't
help but wonder "What were they thinking?" 

Don't these guys get it? 

Trust me, if those of us who work at lower levels were to have the kind of year that some of these
guys have, we wouldn't be employed. - AWDrive

If indeed the premise was true that you need these types of salaries to attract the best talent,
wouldn't it seem that there would be better results? But, it is possible that so many CEO's follow
the examples set by the majority of leaders in business today. They fail and think that is what
they are supposed to do. Isn't that the lesson that we are teaching them by compensation? 

We teach the opposite to our kids - don't we? - Scanner

Compensation in America is not, and has almost never been, a free market system, either at the
top or the bottom. If it was free market at the bottom, the minimum wage would have been left
behind in the 90s as companies experienced severe labor shortages, but it didn't happen. At the
top, we have scary reward levels for outright incompetence (can you spell Kmart?) and lunatic
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Leadership & Management Discussions
To Heck With Conventional Wisdom

By George Anderson 

Now is no time to be sticking with conventional wisdom if you want to succeed in business, argues Gary Hamel, found-
ing director and chairman, Strategos (www.strategos.com), in the December 2002 issue of Fast Company.

Mr. Hamel writes, "Conventional wisdom says to get back to basics. Conventional wisdom says to cut costs. Conventional
Wisdom is doomed. The winners are the innovators who are making bold thinking an everyday part of doing business."

Challenging times call for radical thinking, according to Mr. Hamel. He defines radical thinking as a process that has
the power to change customer expectations, the basis for competition and/or industry economics.

Mr. Hamel gives Kohl's as an example of radical thinking that changes the basis for competition. He compares tradi-
tional department store thinking which is to devise ways to keep customers in the store as long as possible to that of
Kohl's. The retailer's chief executive, R. Lawrence Montgomery, says, "Our whole philosophy is to get shoppers to spend
less time in our stores and buy more."

ModeratorÕs Comment: 
Is Gary Hamel correct about the need for unconventional approaches to business? How do companies create business
environments that are supportive of radical thinking?

If you like Mr. Hamel's radical way of thinking, we recommend you read his book, Leading the Revolution: How to Thrive
in Turbulent Times by Making Innovation a Way of Life(Harvard Business School Press, 2000).
- George Anderson - Moderator

Comments: 

Unfortunately, Gary Hamel is spot on. It's unfortunate because only a minimum of companies
will be able to muster the innovative energy to make the major leaps forward he describes. And,
that said, every company has the opportunity to decide whether or not to try to innovate. There
seem to be two ways to make this happen in retailing. One involves a brilliant and obsessive
visionary bringing an entirely new concept to market. Saul Price at Price Club would be a great
example. The other which is probably more subject to management control, is to create an envi-
ronment where the ideas for innovation flow up from the people closest to the market. As was
discussed yesterday, Hy-Vee is a great example of this approach to innovation.
- Bill Bishop - BrainTrust

During the past few decades I have read or heard many sage sideliners tell retailers that they
should encourage radical thinking and abandon conventional wisdom in running their stores.
Good advice! But today's innovations have a way of becoming tomorrow's conventional wisdom.
The challenge is to stay ahead of the cusp as society and the marketplace revises. Don't be sur-
prised if in twenty years (2022) some wise man or woman writes a best seller that refutes today's
unconventional wisdom as being conventional. I wonder how Sam Walton would have respond-
ed to this issue. - Gene Hoffman - BrainTrust

I'm very much in Bill's camp on this one. Great advice, if you can afford to follow it.
"Unfortunately," as Bill so aptly said, most companies are today locked into cost-cutting as a way
to achieve earnings that please the analysts and keep stock prices viable for any hopes of
growth. Few companies indeed have the luxury of actually stepping outside the box, they are so
locked into short-term earnings pressures.- Warren Thayer - RW Commentators



Speaking as a consumer, I think there often is a combination for success that needs to be
unlocked when discussing this topic. I really appreciate and spend with businesses that seek
out and respond to my point of view and are loyal to them. But I also believe that many times
consumers need to be led to new concepts that they would never come up with in any type of
discussions or interviews. I believe the best new concepts and business models come from a
combination of consumer insights and innovative ideation sessions with employees of the firm.
- Phillip Straniero - BrainTrust

Mr. Hamel is very misguided. He doesn't seem to know the difference between invention and
innovation. 

Since we baby boomers are the ones in power in most corporations, he can safely use the term
“radical.” However there is nothing radical in his article on innovation. 

Companies have to start paying attention to their customers, not just their stockholders. Of
course conventional wisdom says when you do both you are successful. 

There is nothing new in listening to your customers' needs articulated or not. That is what every
successful retailer has done from J.C. Penny to Sam Walton. Their advantage when they began
their companies was having no stockholders, only their dream. The problem is public compa-
nies have to play the quarterly numbers game to satisfy their investors. How absurd is it that our
concept of long term is 3 - 5 years. The result is the mess we have today with the likes of Enron,
WorldCom, etc. - maggieandcowboy

Hamel is correct, especially in regard to the supermarket format. Here's an industry suffering
from strategic convergence, where most players have become so absorbed with duplicating
each other's best practices for operational efficiency that sales growth is dismal. In creating more
efficient and (unfortunately) homogeneous stores, supermarkets become more customer irrele-
vant. Witness the appearance of the multichannel shopper, shopping both supermarkets and so-
called alternative formats, depending on specific needs. 

Please notice that the supermarket itself was originally a radical value innovation that made small
neighborhood markets customer irrelevant. But with ensuing maturity, the supermarkets have
become set in their ways and new innovation is so often ushered into the channel by outsiders.
Do the names 7-11 (C-stores), Price Club (warehouse Clubs), Boston Markets (meal solutions),
and Wal-Mart (supercenter one stop shopping) ring a bell? Each of these formats introduced a
new compelling value innovation to grow sales. 

The worst way to introduce bold value innovation is by asking customers what they want and giv-
ing it to them. How many companies, manufacturers or retailers have customers who'd be cat-
egorized as futurists, technology whizzes, or operating with a Jules Verne visionary mentality?
Hardly anyone. So customers tell us minor tweaks and adjustments on the conventional value
offering not the insights that suggest value innovation. 

Value innovation comes from understanding compromises that are invisible to customers and
supply channel members, or conceiving solutions no one's tried before. Value innovation comes
from studying trends and current changes to anticipate the intensifying needs that will come 3-
5 years in the future. Think Starbucks, Kinkos, Southwest Airlines, Home Depot, Harley
Davidson... who detected needs that weren't being addressed by their competition (who were
also listening to the same customer base). 
- Art Turock - BrainTrust
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The RetailWire BrainTrust Panel

We thank our BrainTrust panelists who have graciously volunteered to lend their estimable viewpoints to our news dis-
cussions. They also, from time to time, advise us on our programs and policies. 

BrainTrust:
Michael Aarons, RLR/Jarrin Advertising & Marketing
Ben Ball, Dechert-Hampe
Janet Barker, DraftWorldwide
Mark Baum, ASMC
Carey Berger, BSR 
Zel Bianco, Interactive Edge, Inc.
Bill Bishop, Willard Bishop Consulting
Kevin Blackwell, Bristol Technology Inc.
Ira Blumenthal, CO-OPPORTUNITIES
Marc Bodner, National Cable Communications
Mark Boyer, PMG, LLC
Wayne Childers, AH HA!
Carol Christison, IDDBA
Edie Clark, IMRA
Lee Dale, Global Horizons Limited
Warren Dawson, Maverick Retail Technologies
J. Peter Deeb, Deeb MacDonald Associates
Frank Dell, Dellmart & Company
Sonny Dickinson, The Dickinson Corporation
Frank DiPasquale, National Grocers Association
Dan Ellison, CATEGORYsolutions
Steve French, The Natural Marketing Institute
Joanne Fritz, Ph.D., Second50Years Marketing
John Glenn, Wall Street Financial Advisors
Jay Gordon, The Convenience Group
Gene Grabowski, Grocery Manufacturers of America
Brian Harris, The Partnering Group
Gene Hoffman, Corporate Strategies International
Chris Hoyt, Hoyt & Company LLC
Mark Hunter, MJH & Associates
Marv Imus, Paw Paw Shopping Center
Ralph Jacobson, IBM
Stephan Kouzomis, Entrepreneurial Consulting Inc.
Nils Michael Langenborg, Natural Planograms
Peter Leech, CoolSavings, Inc.
Phil Lempert, Consumer Insight, Inc.
Len Lewis, Lewis Communications
Ryan Mathews, Black Monk Consulting

Craig MacDonald, Deeb MacDonald Associates
Seth Mendelson, Grocery Headquarters
Brad Mitchell, ChainDrugStore.net
David O'Neil, Delta Associates, Inc.
Sean O'Neill, IBM
Romina Paciarotti, Comunicacion e Imagen
Dan Raftery, Prime Consulting Group, Inc.
Marilyn Raymond, NewProductWorks
Karen Ribler, KJR Consulting
Michael Richmond, Packaging & Technology Integrated
Solutions
David Shanker, Information Resources, Inc.
Stuart Silverman, SystemTuner
Catherine Sleep, just-food.com
Herb Sorensen, Ph.D., Sorensen Associates
Kevin Sterneckert, DemandTec
Phillip T. Straniero, Western Michigan University
Haworth College of Business
Robert Thomas, International F1
Joan Toth, The Network of Executive Women
Bruce Tulgan, Rainmaker Thinking
Art Turock, Art Turock & Associates
Jerry Tutunjian, Canadian Grocer magazine
Garrett Van Siclen, Trade Dimensions
Dave Wendland, Hamacher Resource Group
Art Williams, Retail Marketing Consultant/Analyst
Ken Wyker, Wyker Marketing
David Zahn, Clow Zahn Associates, LLC
Thomas Zaucha, National Grocers Association

RW Commentators:
George Anderson, RetailWire
Bernice Hurst, Fine Food Network
Karen Kingsley, Kingsley Business Advantage
Ron Margulis, RAM Communications
Warren Thayer, Private Label Buyer
Al McClain, RetailWire
Rick Moss, RetailWire
Santi Briglia, RetailWire
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About RetailWire

RetailWire is a unique online news analysis and discussion forum, which launched in
February 2002. Rather than conventional news headline reporting, RetailWire picks
summary news topics worthy of commentary by its "BrainTrust" panel of industry
experts, along with the RetailWire general membership. The results are virtual round
tables of industry opinion and advice covering key dynamics and issues affecting the
retailing industry. 

Nearly 15,000 industry executives, with a wide variety of job functions, have regis-
tered on RetailWire so far. Over two-thirds are in top executive or senior management
positions. Membership is free to all qualified retail industry professionals.

RetailWire is supported via sponsorships by leading retail suppliers and service organ-
izations. Sponsorship packages take the form of information-rich "In-Sites"...mini-web-
sites within the RetailWire domain...and frequently updated "Business TIPS" and
"Category TIPS". Current sponsors include Campbell Soup, ACNielsen, Georgia-
Pacific, The Coca-Cola Retailing Research Council of North America, Kellogg’s,
Interactive Edge, Sara Lee, Procter & Gamble and SPAR Group.

For RetailWire.com sponsorship information, contact:
Al McClain
203-609-0557
amcclain@retailwire.com

For other business inquiries, contact:
Rick Moss
845-353-5586
moss@retailwire.com

© 2003 RetailWire LLC. All rights reserved. This document may be copied and redistributed only in its
entirety. No part of these contents may be excerpted and reproduced or transmitted in any form or by
any means except as may be expressly permitted in writing by the copyright owner.
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