EXECUTIVE SUMMARY





	The world of business has changed dramatically in the past 100 years, a great majority of the institutions that were "king" at the turn of the century have been long gone or gobbled up by a larger more successful competitor.  Sears is one of the venerable giants of the retailing industry, an organization that has withstood the changing of time.  Sear's ability to withstand the changes of time has not been without turmoil, during its existence, Sears has stood had the brink of bankruptcy, only to transform itself from an aging giant, to a larger more vital force in the modern day retailing environment.





	Sears being a giant in the retail industry, is in many ways much like the military, it is large diverse and many ways a monolith, as it moves slowly towards the future.  On a few occasions, I had opportunities to interact with Mr Arthur Martinez, the CEO, who is generally credited with the vision to turn Sears around from an aging giant into the retail powerhouse that it is today.  I was impressed with the vision of Mr Marinez, not only his vision of the current state of the market, but where the industry was  headed.  This ability to have a vision of the future, and  the ability to successfully articulate what it will be and how they plan on attacking the future was a lesson is strategic vision.  The promulgation of clear concise guidance, for all to understand, is in many ways the success story of modern business.  This strategic guidance is then molded into a framework of executable plans, the plans are further defined by a set of quantifiable objectives.  An distinct advantage in the corporate world is the ability to create a long term plan and perform annual updates, in an environment that focuses on results rather than format.  This ability to project long term strategy coupled with a simple effective articulation of the organizations goals and principles has enabled Sears to maintain a competitive edge.





	Sears seeks to position itself for success by following ten principles, these principles are part of their "what it takes to win" philosophy.  By building a winning culture, Sears hopes to create a sense of passion in its associates, both a passion to serve the customer and to take pride and ownership in the company.  Each associate is encouraged to think, act and perform as an owner not an employee.  This principle is reinforced through the relation of pay to performance.  in the fickle world of retailing, Sears has learned the hard way, the even a giant must change to meet customer needs.  Every organization makes mistakes, Sears knows that their good name and reputation for integrity it what brings the customers back.  When they make a mistake, they are quick to fix it and satisfy the customers needs.  Emphasizing personal and professional ethics goes a long way in both convincing the customers and associates that Sears is a Compelling Place.  This attitude is carried over in the companies philosophy to encourage diversity among the work force and foster a climate of innovation.  As a business, Sears is not adverse to making the tough decisions, this is the only way to have longevity in the retail world.  To maintain customer loyalty, Sears willing contribute to the community, for without a prosperous local community, Sears will not survive.  





	Throughout my time at Sears, I constantly compared and contrasted the methods and styles that I observed in the corporate world, to those of the military, of which I am more familiar.  The corporate structure being less hierarchical reduces the levels of bureaucracy and pushes decision making down to the lowest level.  This attitude creates a multitude of opportunities; streamlines the decision process, helping to retain the nimble decisive attitude that is essential for survival in today's environment, enables executives to better manage their time, this allows them to be better prepared to make timely decisions.  





	In contrast to the hierarchical style of the military, with its many layers of decision makers, while necessary to provide a training environment for future generations of leaders, forces us to move slowly and cautiously.  This cautious approach to the problem, while necessary at times, also hinders our response to an asymmetrical threat in a fluid environment.   





	In recapping my 10 month fellowship working at Sear, I feel extremely privileged to have afforded an opportunity that very few of my contemporaries experience.  To be able to see firsthand the many nuances of the corporate business world, while a member of the military, and be able to compare and contrast the differences in both style and execution has broadened my horizons and provided me with many new and innovative management tools.


�






Introduction





	Sears, Roebuck & Co (Sears) is a large, complex, full service retailer which, despite some pitfalls in recent years, has long been a leader in the retail industry.  The company has over 3,200 stores nationwide and 300,000 associates, and serves over 60 million households.  In addition, Sears operates licensed businesses in 45 countries.





	Much has been written regarding Sears' fall from grace and the subsequent infusion of a new leadership team led by the Chief Executive Officer (CEO), Arthur C. Martinez.  This team has revitalized Sears and has brought new respect for the retail giant.  Although both the consumers and Wall Street feel that Sears has made a stunning turn around, Mr. Martinez and his team are not resting on their laurels.  They know that every day brings new challenges and new competitors, and they are constantly looking for new and innovative ways to help Sears maintain a competitive edge.  Staying ahead is crucial to survival in the retail industry, and the leadership at Sears believes that this can only be accomplished through a sound strategic plan.  This plan, which originates at the top and permeates the organization, is the key to Sears' continued success.





	This paper will discuss how Sears formulates its five year strategic plan, which is annually updated based on ten principles of "What it takes to win."  Using these ten principles, the CEO of Sears sets forth a concise philosophy referred to as the "3C's": Sears will be "a compelling place to shop, a compelling place to work, and a compelling place to invest."  This simple vision is then applied by the individual business units as they build a strong, coherent strategy for the future.  I will review the strategic process in detail from the perspective of the Sears Logistics Group, with which I am most familiar.








Sears:  A Strategic Overview





	Sears strategy is based on a five year plan with annual updates.  This strategy process is ongoing and takes place at different levels, similar to that of the DOD.  The first and most important step in this process is a commitment from the CEO, Arthur Martinez, who states, "We remain committed to our strategy of growing the company and creating value by leveraging Sears unique strengths -- our reputation for trust, integrity and fair value, as well as our excellent, broad array of private and national brands, and proprietary credit card."





	At the corporate level, there is a Strategy Group, headed by an Executive Vice President, which attempts to maintain an overarching view of market trends, their strategic implications, and the manner in which Sears will attack each trend.  At the next level, each Vertical Business Unit has a strategy group that further refines this view, the implications, and their impact on its specific portion of the market.  The strategy groups continually work with a variety of outside consultants and educational institutions to study ways to improve and streamline the process.  The use of consultants varies from one business unit to another, but one of the most common is that of academic partnering with universities.





	Staying ahead of the competition in the retail business is not only risky, but for an industry giant like Sears, extremely difficult.  Sears attempts to plan for and manage the future by shaping it; Sears shapes the future through its corporate strategy.  Due to its size and scope, Sears lacks a true competitor and must therefore view its competitors in a segmented manner.  For example, Sears considers among others not included here WalMart, Kmart and Target as competition for the "hardlines," Kohl's  and J.C. Penny as competition for apparel, and Circuit City and Best Buy as competition for appliances.  Through a variety of resources, Sears continually studies the various markets that it is presently into or wishes to get into and attempts to benchmark against its competitors.  Additionally, Sears performs reciprocal visits with other retailers to observe how they do business and attempt to borrow their best practices.





	Based on this research, Sears formulates its corporate strategy and seeks to position itself to succeed by implementing the following ten principles of "What it takes to win":





1.	Build a winning culture:





	To build a winning culture, Sears must create a passion for performance, a passion which is essential in order for Sears to remain relevant as a retailer.  To do this, the organization must change with the needs of the customers.  Additionally, Sears must 


create a culture of ownership among its associates.  Associates "ownership" of the organization's successes and failures enables them to feel a passion for their own performance as well as that of the company.  Each associate must truly understand that his or her contributions are vital to the success of the organization and its overall performance.  Only through continued training and empowerment will associates believe that they are owners in the process and allow the transformations necessary for Sears to 


remain a vital force in the retailing industry.





2.	Relate pay practices to business strategy:





	Each associate has a portion of his or her compensation tied to performance.  While there is an element of risk involved with this type of compensation, there is also a greater potential for reward, which simultaneously builds the passion for performance that is so essential to the organization's success.  Each area within Sears has goal sharing programs specifically geared toward associate performance, both on a local and national scale.  Associates who have an interest in the company will feel like owners 


and subsequently will behave like owners.





3.	Meet changing customer needs:





	To win in the marketplace Sears must focus on the customer.  This focus must extend to all aspects of customer service, not just to merchandise selection and price.  It needs to include credit, customer service, home delivery, mail order, internet sales, a


nd whatever else the customer deems relevant in the marketplace.





4.	Admit mistakes and handle them quickly:





	Sears' 111-year old reputation is built on integrity.  If a mistake is made, it must be admitted and rectified quickly, decisively and to the customer's total satisfaction.  Sears has a strong commitment to doing the right thing for its customers and the public.  Sears will not sacrifice its reputation with the customer in order to enhance profitability.





5.	Emphasize ethics:





	Sears is committed to doing the right thing for the right reasons.  The Sears code of business conduct and leadership principles is the center point of conduct for associates.  All salaried management must abide by these principles.  





6.	Make tough decisions:





	A prime example of a "tough decision" made by Sears that created some employee animosity was the recent decision to reduce the life insurance benefits of retirees and eliminate it entirely for current employees.  While this action may be viewed as harsh, it was a necessary economically in order to reduce costs.  Every effort was made to balance the needs of retirees with the interests of the shareholders, customers and current associates.





7.	Encourage diversity:





	Sears believes in the importance of diversity in the workplace, expects all associates to be personally responsible, and holds each of them accountable for achieving balance.  This means listening to coworkers, customers, suppliers -- anyone who is able to make a contribution that may at times be different.  Sears provides diversity education to all associates, enabling them to better understand minority coworkers as well as the needs of ethnic communities, so that they may better serve all customers.





8.	Foster a climate of innovation:





	It is vital to the survival of Sears that it remain innovative and continually find new ways to create value.  The best companies are those that are constantly trying original ideas to extend their influence over the marketplace by enticing customers with 


new products and services.  Sears continues to explore acquisitions, joint ventures, strategic alliances, electronic commerce, and new formats.  Sears must manage for the long term without losing sight of the short run.  Its intention is to invest and grow 


where it already has customer relationships, thus significant opportunities to expand credit and service.  





9.	Contribute to the community: 





	Sears stores throughout the country are its most visible presence in the community.  They serve customers, provide jobs, and create value for their stockholders.  Sears has a long held belief, though not as visible, that it must contribute to improving the


 quality of life within those communities it serves.  Sears, and its 300,00 associates, continually reach out to contribute time and money to strengthen the communities in which it operates.  This commitment is reflected in the ongoing financial support that is provided by Sears to thousands of non-profit organizations nationwide, and the volunteer hours given generously by Sears associates and retirees to community service projects.  Sears believes that by helping make communities better places in which to live and work, it is investing in a better future for all.





10.	Measure success in terms of associates, customers and shareholders:





	Sears tracks its success by measuring associates' attitudes towards their jobs, the company, customer satisfaction and financial performance through an ongoing process of data collection, analysis, modeling and experimentation.  The ultimate measure of Sears success is shareholder value.  Sears believes that shareholder value transcends financial formulas.  It promotes teamwork, encourages focus on the customer and ultimately rewards shareholders.  In sum, a compelling place to work plus a compelling place t


o shop equals a compelling place to invest.








Formulating a competitive strategy





As previously stated, Sears' strategy begins with a framework that is driven from the top down and consists of what Sears refers to as the "3 Compellings" or "3C's."  In short, the vision is that Sears will be a compelling place to work, shop and invest.  This vision is then further defined and refined by the individual business units as they mold themselves to the corporate strategy.  As the Director of the Specialized Channel of the Sears Logistics Group (SLG), I will describe some of the steps that have been taken by that unit to formulate its strategy as part of the encompassing Sears corporate strategy.





	Based on the 10 principles outlined above, SLG sets forth a strategic framework that defines how it will fulfill the vision of the 3C's:











Serve the target customer





Sears, as do all retailers, spends a great deal of time and capital on attempting to optimize the offerings of each individual store to the needs of the local customer.  Sears, however, possesses one of the largest consumer databases in the


 world and is an industry leader in the process of "data mining."  Data mining uses technology to search for relationships and patterns among a vast array of data that has been collected on the customer population and the communities in which they live.  In


 other words, data mining allows Sears to target "micro-markets," thus giving it the ability to tailor the product mix by store.  By defining the target customer, Sears hopes to be able to quickly react to changes in consumer preferences and attract customers into repeat sales.  SLG's role is to ensure that these new and innovative products are delivered to the right store when required at a price that maintains Sear's competitive edge.





Be market driven





	As with all business, Sears must continually "test" the market and bring the right product to the consumer.  Being a giant in the industry can at times result in a less than nimble company, and Sears strives hard to retain the flexibility of its smaller regional players. Many fads within the retail industry have a very short lifespan, and Sears must be able to react quickly to exploit these openings.  SLG must remain viable and responsive to ensure retail success, yesterday's product delivered tomorrow is too late.





Drive organization transformation





SLG continually seeks to transform the organization.  These changes are designed to implement best businesses' best practices, both those of Sears and those of its competitors.  Sears and SLG are constantly searching for new and better ways to service the customer.  Sears seeks out the market leader in each segment to find its best practices, then experiments to see if these practices can be instituted with similar results at Sears.





Focus on core businesses





While this portion of the strategic framework would seem to run counter to the guidance from the top, this statement is intended to focus Sears/SLG on constant performance improvement.  Without consistent performance improvement by all of the Business Units, Sears as an entity will not have sufficient capital to expand on the vision of the CEO.  Sears, to include the Logistics Group, is fully aware that the growth of the business is in innovative formats, but the "core competency" of the business is 


in the Mall Stores.  Installing "best practices" and reducing cost and overhead are key to remaining vital in the marketplace.  This is further interpreted when it comes to outsourcing.  Sears/SLG does not outsource its  "core capabilities".  The organization takes great pains to decide what is a "core capability" and what can be outsourced. 





Achieve consistent productivity gains





This part of the strategic framework also ties in with the previous one in that it forces Sears/SLG to focus on constant incremental improvements within the business unit/logistics chain.  





	Goals are formulated by the business unit from the foundation provided by the strategic framework principles listed above, an additional set of Sears Logistics Group Goals are derived to further refine the process.  These SLG goals fall under the auspices 


of the Sears Vision or 3C's promulgated by the CEO and are subsets or benchmarks to enable the associates to easily quantify the goals.  





	The goals to manage service and manage cycle time are linked to "a compelling place to shop."  These goals are further broken down into "Logistics 2000 Imperatives,”	 


which are as follows:





Unbundle Service Requirements





	The imperative of "unbundling service requirements" is essential to SLG's ability to control and reduce costs.  Only by knowing the transportation cost of each segment of the logistics pipeline can a company of Sears' magnitude apply horizontal leverage to


 gain a competitive advantage.  When the cost of transportation, for example, is bundled into the cost of goods, it is difficult to apply a true metric of performance because one is not aware of the overhead.  The ability to unbundle every facet of the process allows for full visibility of the system and provides a true metric for comparison.  Only with this comparison can an organization have the visibility and tools for continued improvement.   





Flow -- Don't Store





	This relates to the initiatives of developing tailored logistics solutions for the business of Sears.  That is, tailor the solution to the individual format, without sub-optimization.  SLG must effectively "flow" merchandise through the adaptive channels with a minimum of inventory on hand.  By reducing inventory and promoting a "flow" philosophy, SLG can reduce both inventory costs and capital expenditures.  In order to do this effectively, SLG must develop and maintain "total logistics chain visibility" in


 a paperless environment.  This paperless environment is crucial for success, as it will place all vendors/suppliers on electronic commerce or EDI which not only enhances speed but also increases accuracy.  The ultimate goal in this area is to have visibility of the product from the time the order is placed by the buyer, through the manufacturing process, as it transits through the  logistics pipeline, to its ultimate destination on the sales floor.  By Managing Cycle Time,  SLG feels confident that everyone in the chain will have confidence in the process, and inventory can be reduced to minimum levels.  The ability to develop tailored logistic solutions without sub-optimization in a retail oriented company is extremely difficult.  This is a particular area in which risk assessment and risk management are practiced.  Every attempt to tailor a solution is also an attempt to sub-optimize.  While this paradigm/philosophy is the wave of the future, and ultimately attainable; it is also very risk intense.





	As with any large organization the goal of self-perpetuation is ongoing.  Sears/SLG spend a great deal of time, effort, education and money to develop future management.  This ideal is articulated under the goal of "management development" which naturally falls under the Sears Vision of a "Compelling Place to Work". Sears has fully embraced the concept of developing its future leaders.  While they will always retain the option to hire the "best" from outside, the company has an active and ongoing program to develop future management from within.  In parallel with the Dept of Defense, the recruitment and retention of top talent is a persistent problem.  In order to alleviate and mitigate this problem, Sears/SLG puts forth a concerted effort to recruit, develop and retain its best and brightest associates. The Logistics 2000 Imperative that has been developed for this area is:





Associate Development and Training





	Sears is recognized throughout the industry for its training programs, and tremendous emphasis is placed on developing associates.  This development goes beyond teaching them the skills necessary for them to accomplish their jobs, but looks at total development of the associate.  Sears has developed an organization, Sears University, whose mission statement is:





“The Sears University is a strategic resource building a competitive advantage for Sears, Roebuck and Co. by enhancing the intellectual capital or our most important asset, Associates.  Supporting the business strategy, we offer a comprehensive curriculum as the preferred provider in meeting Associates' learning needs.  More importantly, we embrace the responsibility as a catalyst for change in Sears' quest to become the best-in-class retailer." 





This institution teaches a wide variety of courses, through a variety of medium and is further augmented by the Sears Logistics Institute, which focuses on logistics and leadership. This structured curriculum is further enhanced by a series of "Cross Training Lectures" that are held monthly.  While the term "Cross Training" may be confusing, it is a term used by SLG to denote informational lectures.  These lectures are designed to inform associates of a wide variety of topics within the workplace, from pay an


d benefits to how to handle diversity in the workplace.  The emphasis placed on educating associates ensures that they are well prepared to function in the workplace and also to deal with ever evolving social issues.  To fully embrace change requires and educated, well informed workforce.  Sears places great emphasis in this area.





The goals to "Reduce Costs" and "Improve Asset Productivity" are subsets of the vision statement of a "Compelling Place to Invest", these two standards establish benchmarks that enable an industry giant to remain a "Wall Street Darling".  The ability to consistently reduce costs and improve asset productivity are key measures in remaining competitive in the market. 





These two goals form the Logistics 2000 Imperatives of:





Value Added Services





Value at Sears is measured in a multitude of ways, whether it be reduced costs or increased customer service.  A reduction in cost at the loss of service to the customer is not tolerated, and great pains are taken to ensure that all cost reductions do not reduce service.  In some instances, SLG may not be able to appreciatively reduce the cost, and the goal then becomes increasing customer service without additional cost.  These two premises are fundamental in the manner in which SLG approaches any problem.





Total Logistics Chain Visibility





The ability to "see" the entire logistics chain, from the point of manufacture to the point of sale, has many distinct advantages.  Not only will an organization know where its product is at all times, but it will have an in-depth knowledge  of its total inventory.  This time of visibility will enhance the "flow-don't store" concept.  When an organization knows exactly how long it will take the manufacturer/vendor to fill the order, and the time that it takes the order to arrive at the store, the average inventory can be reduced to a minimum, therefore reducing inventory costs.  Coupled with a reduction in inventory is the reduced need for large warehouses and the ensuing overhead.








Observations





	To understand how the strategy of Sears is interwoven into all daily decisions, one must have an understanding of the depth and breadth of Sears relationship with its customers.  Sears feels that this relationship with its customers is what differentiates 


it from other retailers.  The target customer that Sears feels so strongly about is the primary purchase decision-maker of the family, typically a woman, aged 25 to 54 with children and a home.  This customer considers Sears more than a retail store or a ho


me services provider.  She can be assured of the quality, value and reliability of the brands Sears offers and the services they provide, given their long-standing policy of "Satisfaction Guaranteed or Your Money Back."  Sears' strategy is to finds ways to 


constantly improve on this relationship, ensure continuing loyalty, maximize the business they have with these customers and encourage new customers to join the Sears family.





	One of the ways that Sears seeks to enhance and expand this relationship with its customers is through its customer relationship database.  Regarded as one of the retailing industries most sophisticated customer databases, it has the capacity to log information for nearly 100 million customers.  By compiling knowledge about customer life stages and buying preferences, Sears can provide merchandise specific to each customer segment.  As mentioned previously, Sears has taken this even further in its innovative


 use of what is termed "data mining".  This innovative use of databases allows Sears to target "micro-markets" down to the store level to meet the specific needs of the customer, whether it be styles, sizes, or even colors. 





	The extensive use by the customers of the Sears credit card enhances this strategy, as it allows Sears a greater capability to track consumer preferences, and by financing the customer, also provides Sears with a monetary benefit.  Sears Credit division is


 the largest source of profit within the organization.  While there have been some recent legal cases in this regard, it is still an area in which Sears always has been and still is a leader.  The extensive sales information that Sears generates with its database is particularly beneficial to the Direct Response business of Sears which operates 22 catalogs.  By utilizing this data, Sears Specialty Catalogs are targeted at specific market niches and create a marketing tool that brings the convenience of home s


hopping to customers most likely to be interested in particular product lines.





	Sears also employs "loyalty programs" in order to build lifetime relationships with its customers.  These programs are designed to connect with the customer throughout various stages in their lives and evolve as their interests and tastes evolve.  These programs -- Sears Best Customer, Craftsman Club, Craftsman's Kids Club, Kidvantage Club, and the Sears Gift Registry -- all bring not only benefits to the customer, but build loyal customer relationships that are crucial in a marketplace with very little product differentiation.





	As mentioned previously, the Sears Credit Card is one of the most vital portions of the Sears Strategy.  The use of Sears credit by middle income families to purchase large ticket items helps to build a long lasting relationship with the consumer.  More than half the purchases in a Sears full-line store are purchased via Sears Credit.  While Sears, does accept national credit cards, it still maintains the largest retail receiving portfolio in the retail industry, larger than the next 10 retailers combined.





	As an innovator in the retail business, Sears has aggressively pursued a strategy of creating new channels of distribution, expanding upon the success of the mall-based full-line store.  Sears has continued to expand its network of mall-based full-line stores and has re-modeled all its existing mall based stores.  It sees its biggest potential for growth in the new or "off mall" formats.  This "Off-Mall"  format has been enhanced with the recent acquisition of the National Tire Warehouse (NTW) chain, Western  Auto, and Orchard Supply Hardware, a regional chain based out of San Jose, CA.





	Already a market leader in the $17 billion home services market, Sears seeks to expand upon the goods and services provided by leveraging on its trust and brand name.  The ability to apply horizontal leverage -- i.e., Sears will fix any home appliance regardless of place of purchase or brand name -- has enabled Sears to reduce costs while expanding market share.  Additionally, Sears is the largest provider of maintenance contracts.  This leadership role in the Home services Industry has been possible through


 a combination of innovative technology usage, strategic acquisitions, joint ventures and licensing agreements.  Sears' strategy throughout this expansion has been to achieve rapid growth and capture marketshare through strict adherence to service and product quality standards, driven by consistent, powerful marketing and sales.





	Throughout the formulation of this strategy, information systems (IS) is viewed as the "glue" to hold these goals together.   These goals are then further defined as SLG looks out into the future at its "Logistics 2000 Imperatives".  These imperatives,


which have been previously discussed,  are the method used by SLG to further define what they feel must be accomplished to remain a leader.





	From these Logistics Imperatives, the annual "quantifiable objectives" are formulated.  These annual objectives are extremely important as not only are the quantifiable metrics used to measure performance, but also are used to compute associate compensation.  The quantifiable objectives are selected with care, and much debate centers upon their attainment and ensuring that each goal is attainable with effort.





	The strategy of SLG is to develop tailored logistics solutions for the businesses of Sears that will effectively flow merchandise through adaptive channels while achieving "total logistics chain visibility" in a paperless environment, while leveraging the 


horizontal strength of Sears.  SLG views the businesses within Sears as its customers and by doing so is always looking for methods to improve its provided services.  This increase in service is provided in a variety of ways.  The first is to unbundle the service requirements.  SLG has an overwhelming desire to break out the logistical cost into its components, to separate it from the cost of the item.  This allows Sears to utilize it tremendous horizontal leverage to partner with various shipping companies to negotiate the best "sustainable" rate.  "Sustainable" is the operative term here, as this rate is a partnership rate between SLG and its carriers.  Sears wants to be a partner with its carriers.  Carrier turmoil and change disrupt the flow of goods and services to the customer.  A trade-off is made between price and service, the lowest bidder is not always chosen.  It is the company that can provide the required service at a competitive price over the "long haul," which is considered to be a period of 3-5 years.  Contracts are written with clause to account for fuel increases and or decreases, which benefit both parties.  While this is a simplified explanation, the bottom line is that if a carrier can provide the service, SLG wants to retain its services without driving it out of the market.  This partnership attitude is extremely prevalent throughout the SLG strategy, not just in the area of transportation.





	This "partnering" attitude is taken a step further, as Sears/SLG works directly with the vendors to ensure that their packaging and labeling meet industry standards.  In the past, Sears worked with many proprietary labels, stock numbers, etc., which made it difficult for the individual vendors to comply.  In recent years, Sears has been a leader in bringing the industry together in agreement on industry-wide standards.  This “partnership" is an advantage to both the retailing community and to the vendor because it standardizes containers and labeling throughout as they move to ISO 9000/UCC 128 standards.  These steps continually add up to better service to the customer while helping Sears to maintain a competitive edge.  





	While Sears is a leader in what is termed "vendor relations" and the establishment of industry-wide standards, it is not afraid to wield its clout.  If a vendor agrees to terms by which it will do business with Sears, then fails to comply with the terms of  the agreement, Sears imposes a monetary penalty for non-compliance.  This penalty is credited to the vendor if it rectifies the error within a given time period.  While this may be viewed by some as harsh, it ensures that all vendors are treated equally, acceptable standards are consistently met, and costs are kept at a minimum.





	The downside of partnering is that the business must develop and maintain a set of definable performance metrics.  These metrics must be fully understood by all parties involved.  If either party fails to comply with the agreed upon standards, action must 


be taken.  This action normally is instituted with Sears placing the partner on "notice."  This "notice" documents the specific failures by the partner and provides a time limit for rectification.  While on "notice" a vendor is unable to bid for more business.  Failure to fix the problems could ultimately lead to termination of the contract.  Additionally, both parties, Sears and the vendor, must be diligent for "mission creep."  This will ultimately place the vendor in a money losing situation which is not conducive to a long term  relationship.  Sears must be vigilant that the requested services are being performed at the agreed upon level.  





	"Flow-don't store" is a concept aimed at eliminating "stock", similar to just-in-time delivery.  While this concept is a long way from being absolute, it benefits all parties of the supply chain to include the ultimate customer.  Vendors are better  able to provide a steady stream of goods through their manufacturing facility, Sears is able to flow the goods from the vendor to the Retail Replenishment Centers (RRC's) to the store.  The "flow-don't store" concept further reduces the number of times that the goods are handled, thus reducing costs.  To make this concept work, Sears must have "Total Logistics Chain Visibility."  In other words, at any given time, Sears must know the status of goods, from the length of time it takes the manufacturer to produce a product to the length of time it takes to ship it, and the length of time it takes to get the merchandise to the showroom floor.  The lynch-pin to this concept is the use of Information Technology (IT), which is viewed as a labor saving device, not something pursued for technology's sake.  While Sears is a leader in the IT world, they do not embrace IT for its own sake; they view it like any other capital expenditure in that it must provide value to the customer.  The sheer size of Sears and the fact that in the past, many of its systems were in-house designed and are therefore "legacy" systems, has hindered Sears from being able to rapidly upgrade itself.  This is one of the strategic changes that has taken place within the past few years.  While Sears still maintains a large in-house IT workforce, it has outsourced much of its non-core requirements to third party vendors.  A decision to outsource any capability is never taken lightly and is thoroughly analyzed to ensure that "core competencies" remain in-house.  The retention of core competencies in-house has been a major factor in Sears's ability to prepare itself for Y2K (computer problems created by the year 2000).  This project was taken on in-house, and though there will never be 100% assurance that all vendors have complied or that everything will work as planned, Sears is well ahead of its self-imposed Y2K compliance timeline.








Recommendations





Clear, concise goals





	The promulgation of clear, concise goals and objectives from the top are evident throughout the organization.  While Sears' strategy has many complexities and nuances in its nature and execution, every person I dealt with during my tenure there, regardless


 of his or her role within the company, had a clear understanding of the corporate goals and objectives.  This was evident even when there was a disagreement regarding the manner in which the strategy was to be implemented.  The bottom line was always easily understood by everyone.





Diverse, well-educated, motivated workforce





	The military has been a leader in employing and encouraging diversity and education among its ranks.  While the military establishment has been able to accomplish many extraordinary tasks against impossible odds through the efforts of its highly motivated workforce, it is rapidly approaching a point where this may no longer be possible.  Some, though not all, of the motivation at Sears is stimulated through economic incentives.  These incentives are extremely important.  The military can no longer afford to have highly trained personnel leave to seek employment elsewhere due to lack of monetary incentives.  Those in government service will never reach pay parity with the civilian sector, however the military can ill-afford to have the "pay gap" continue to widen and the standard of living continue to erode.  This is an easy concept to grasp, but a difficult concept to execute.  Though Sears compensation is on par or slightly above the rates paid by other top retailers, it must still diligently pursue the recruitment and retention of "top notch" associates.  This is an ongoing quest: to recruit, train and retain a diverse, well educated, motivated workforce.  The DOD needs to take note of these examples and take heed in the upcoming century.     





Meet Changing Customer Needs





	In order to "win," Sears must focus on the customer, a focus which requires constant change in the way Sears does business.  The Sears, Roebuck & Co that most of us knew as kids, with its big, bulky catalog, is gone.  This shift from serving the rural customer to being a front- line, flagship retailer has been the key to Sears' survival.  While the military as a public institution does not face extinction, as a viable, supportable faction of national policy, it is in grave danger.  The demise of the Soviet Union witnessed the eradication of our only true competitor.  





	The strategy, while complex from a sheer size aspect, is also complex in that Sears, like the DOD, has no direct competitor.  Therefore, Sears attempts to shape the market by continually refining what is feels is its core competency, the "mall store," and 


creation of new formats to take advantage of other areas of the market.  These new formats are referred to as the "Off Mall" area.  This area presently includes the Sears Hardware Stores, National Tire & Battery (NTB) stores, and a brand new format, "The Great Indoors," of which there is one new store with a second opening in the near future.  This format, which is a radical departure from the Sears norm, seeks to find a niche with a more upscale customer and bring them one-stop-shopping for home remodeling.





We in the military can learn from this lack of a true competitor, as we reshape and streamline our forces to meet the every changing needs of our customer, " the American public", the U.S. military must change and become more responsive to an ever changing 


asymmetrical world, if not, we too will go the way of the Sears catalog..





	While I have been thoroughly impressed with the method that Sears uses to formulate and projecting its strategic vision over the past 5 years, I have noticed that there is no formal structure that ties the business initiatives together.  There is no corporate clearing house for future ideas and functions.  Therefore many business decisions are handled on an ad hoc basis.  Additionally, there is no formal repository of documentation for a decision.  While SLG has methods that attempt to document the decision-making process, through the use of Matrix Papers and In Process Reviews (IPR's), there is no formal process to collect and archive this data.  This inability to fully document the decision process does not allow one to go back later and to determine how a decision was made or to understand the many nuances of the decision-making process.  There is presently no formal process to start a project, document its progress, and then archive it upon completion so that at some point in the future, if the decision must  be re-visited, either to re-evaluate it or to make a similar type decision, it is difficult to "un-earth" the process.  There is no one source where paperwork regarding projects and decisions is collected for research purposes.  This lack of historical data forces associates to utilize a variety of sources to gather information, resulting in important decision points becoming afterthoughts vice benchmarks, and also resulting in delays in decision-making.  To some extent, this problem is mitigated within the SLG arena due to the low turnover of executives and the vast array of talent and experience that is resident within the associate population.  There needs to be a system in place where decision making information can be called up quickly when needed.  





	Though a leader in the retail industry, Sears, not unlike the DOD, is burdened with older though profitable stores and facilities that are not always cost effective or easily supported.  As a merchant-driven organization,  it would be difficult for Sears ever to match the logistical capabilities of a logistically driven organization, such as WalMart, for example.





	The corporate Strategy Group does not act as a central clearing house for ideas and functions.   While each group, in particular the SLG strategy group, conducts extensive informal meetings, very few decisions are brought to the purview of the corporate office.  This lack of corporate synergy allows many decisions to be made which may have negative impacts on logistics in particular, as logistics is forced to support a plan or concept that is not cost efficient.





	Though Sears is a leader in the use of Information Systems within the retailing industry, to date it does not have an information system dedicated to its executives.  The vast array of information that is available and vital to the efficient running of such a large corporation is mind boggling.  The development and use of an information system designed to enable corporate executives to tailor the flow of information to the requirements of the job is essential for growth.  





	The value of simplicity in a strategy, of a clear, easily understood set of objectives that lend themselves to a single-minded focus on the part of all associates, cannot be underestimated.  The Sears' strategic vision is so clear and concise that it is fully understood and implemented by all members of the workforce.  The power of focusing on the objectives and the path to those objectives leads to assured success of Sears strategy.  Though there may be doubt or confusion as to what actions must take place,  the goals are never in doubt.  





	As members of the military, we are not so fortunate as to have one, clear goal upon which our strategy is based.  It would be difficult, particularly in today's multi-polar world, to construct a strategy that is singular in purpose.  Our National Military 


Strategy is driven by the National Security Strategy, both of which are multi-faceted, complex and require the military to perform a variety of roles.  A single purpose strategy would neither allow us the flexibility nor the tools to react to an ever-changing complex world.  The drawback of this complex strategy is a lack of clear understanding and focus by the members of the whole organization (DOD).  While the DOD is forced to create a complex, multi-faceted strategy to prepare for a multitude of potential contingencies, it should continually strive to clarify each and every goal.  DOD should resist the temptation to allow the individual organizations the opportunity to interpret these goals to their own benefit.





	During my tenure at Sears, I have seen no "magic" in any of the processes.  However, what is readily apparent is that Sears is a large, diverse organization with a clear set of goals and a single purpose.  An organization that prides itself on its most important commodity, its associates, who continually look to "put the square peg in the round hole."  By having a well- educated, diverse workforce with a clear set of goals, the Sears associates can adjust and adapt in order to get the job done.





	While I do not suggest that the Strategic Plan process at Sears is perfect -- it does have its pitfalls -- but what Sears and its strategic plan thoroughly demonstrate is that if an organization learns to adapt to meet the ever changing needs of its customers it will no only survive, but also thrive.  It would serve DOD well to examine the inner working of Sears and other corporate giants; their ability to survive and prosper in times of turmoil could well serve DOD.





