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Case Abstract

As of March 2018, Macy’s, Inc. operates 690 department stores in 45 states, Washington DC, and outside the USA in Colombia, Guam, Puerto Rico, China, United Arab Emirates, and Kuwait with third party license agreements. Headquartered in Cincinnati, Ohio, the company’s brands include Macy’s, Bloomingdales, and Bluemercury. Most stores are located in urban or suburban areas and include a mix of apparel, accessories, cosmetics, home furnishings, and various other consumer goods. Macy’s reported revenues in excess of $25 billion in the year ending January 2017 deriving from 382 company-owned stores and the rest being leased.
 Approximately 600 stores are department stores operating under the names Macy’s and Bloomingdale’s, and the remainder are specialty stores that include Bloomindale’s The Outlet, Bluemercury, Macy’s Backstage, and Last Act. Macy’s divested 66 stores in the year ending January 2017 and 43 year-end January 2016, with plans to continue reducing total store numbers by approximately 30 as leases expire.
 	Macy’s, Inc. employs 148,300 full-time and part-time employees with 10 percent represented by unions. Closing more and more stores every year, Macy’s, Inc. is struggling financially and needs a clear strategic plan. During the month of December 2017, Macy’s spent $32 million on television advertising, compared to J.C. Penney that spend $27 million that month.

Vision Statement Analysis

Effective vision statements exhibit five characteristics that can be used as guidelines for writing or evaluating vision statements. Any vision statement that scores a 5 out of 5 on these characteristics is exemplary. In Chapter 2, this vision statement assessment technique is referred to as “The 5 out of 5 Test.”

1. Clear: reveals type of industry and what firm strives to become
2. Futuristic: reveals what the firm strives to become or accomplish within 5 years
3. Concise: one sentence in length
4. Unique: reveals the firm’s competitive advantage
5. Inspiring: motivates readers to support the firm

Macy’s provides a quite lengthy vision statement on their website, but it reads like a mission statement. At the corporate website, simply click on About Us then click on Corporate Vision. It is a five-paragraph vision that does meet some of the characteristics. The statement is clear, unique, and inspiring, but is not futuristic and certainly is not concise. The exact URL for the corporate vision is:

http://www.macysinc.com/about-us/corporate-vision-philosophy-financial-objectives/default.aspx

An improved vision statement for Macy’s could read as follows:

“We strive to continually improve our personalized, retail and online shopping experience for premier apparel, footwear, and beauty products through our Macy’s, Bloomingdales, and Bluemercury stores.”

Mission Statement Analysis

The 10 desired characteristics of an effective mission statement are as follows:
	
1. Broad in scope; does not include monetary amounts, numbers, percentages, ratios, or objectives
2. Concise; fewer than one hundred words in length
3. Inspiring
4. Identifies the utility of a firm’s products
5. Reveals that the firm is socially responsible
6. Reveals that the firm is environmentally responsible
7. Includes nine components: customers, products or services, markets, technology, concern for survival/growth/profits, philosophy, distinctive competence, concern for public image, concern for employees
8. Reconciliatory; resolves divergent views among stakeholders
9. Enduring but never cast in stone
10. Attracts customers; is written from a customer perspective


	
The 9 desired components of an effective mission statement are as follows:

1. Customers—Who are the firm’s present and potential customers?
2. Products or services—What are the firm’s major products or services?
3. Markets—Geographically, where does the firm compete?
4. Technology—Is the firm technologically current?
5. Concern for survival, growth, and profitability—Is the firm committed to growth and financial soundness?
6. Philosophy—What are the basic beliefs, values, aspirations, and ethical priorities of the firm?
7. Distinctive competence—What is the firm’s major competitive advantage?
8. Concern for public image—Is the firm responsive to social, community, and environmental concerns?
9. Concern for employees—Are employees a valuable asset of the firm?

As indicated in the case, Macy’s provides no mission statement, but a student-generated mission statement is provided. The authors’ critique of this statement is as follows:
At Macy’s, we aspire to provide our worldwide shoppers (1, 3) an experience that gives them the confidence to be the best version of themselves. Whether utilizing the unsurpassed expertise of our employees (9) in store, or shopping online (4), we want to provide our customers with open and honest communication (6), while they shop for clothing and accessories (2) that makes them life-long members of our family (7).

As indicated by the numbers in parentheses, the student statement lacks the #5 and #8 components. Regarding the ten characteristics, the student statement lacks #5, #6, #7, and #8.
	A proposed mission statement for Macy’s that is less than 100 words and includes the nine components and meets the ten characteristics is given below:

Macy’s, Inc. is a premier omnichannel retailer that serves shoppers (1) through retail stores, online websites, and mobile apps (4). Macy’s and Bloomingdale’s are iconic brands known worldwide (3) for providing distinctive clothing, while Bluemercury is a fast-growing luxury beauty products and spa retail chain (2). Our greatest strength is the expertise, judgment, and talent of our knowledgeable workforce (7, 9). We are committed to open and honest communication (6) with all, as we grow, prosper, and give back to communities (5, 8). (71 words)
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Financial Ratio Analysis
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Internal Factor Evaluation (IFE) Matrix
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Strength-Weakness-Opportunity-Threat (SWOT) Matrix

SO Strategies

1. Create 4 new lines of clothing for women; one for each season of the year (S1, S2, O2, O8, O10).
2. Build 2 new warehouses tailored to online shopping where customers can order and return items easily (S1, S2, O2, O3, O4, O5, O9).
3. Add 100 additional Backstage stores inside existing Macy’s stores (S7, O7).
4. Add 200 additional Bluemercury stores inside existing Macy’s stores (S5, O7).

WO Strategies

1. Build 2 new warehouses tailored to online shopping where customers can order and return items easily (W1, W2, W3, O2, O3, O4, O5, O9).
2. Invest in a new national advertising campaign to attract men into Macy’s stores (W5, O2).
3. Add 200 additional Bluemercury stores inside existing Macy’s stores (W6, O7).
4. Develop an exclusive rewards card for online purchases only (W9, O3, O9).

ST Strategies

1. Build 2 new warehouses tailored to online shopping where customers can order and return items easily (S1, S2, T3, T4, T6).
2. Add 100 additional Backstage stores inside existing Macy’s stores (S7, T9).
3. Offer customers 15% off coupons for select services at newly built Bluemercury stores for 3 months after opening (S4, S5, T7).
4. Increase same day delivery to 40 markets (S9, T3, T4, T6).

WT Strategies

1. Develop a new detailed strategy to replace the North Star Strategy currently posted on Macy’s website (W2, T3, T7, T9).
2. Hire 50 new market researchers to more efficiently determine demand for products (W1, W5, W10, T3, T4, T7, T9).
3. Close 25 of the weakest performing Macy’s stores over the next 2 years (W6, W7, T1, T2).
4.  Hire away 2 top executives from Gap. Inc. to focus on increasing product lines for male customers (W1, W5, W6, W7, W10, T9).

Strategic Position and Action Evaluation (SPACE) Analysis 
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Boston Consulting Group (BCG) Matrix Analysis
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Internal-External (IE) Matrix Analysis
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	1.
	Women’s Accessories, Intimate Apparel, Shoes, Cosmetics and Fragrances

	2.
	Women’s Apparel

	3.
	Men’s and Children’s

	4.
	Home/Miscellaneous










Grand Strategy Matrix Analysis
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Quantitative Strategic Planning Matrix (QSPM) Analysis

Strategy 1: Build 2 new warehouses tailored to online shopping where customers can order and return items easily.

Strategy 2: Hire 50 new market researchers to more efficiently determine demand for products for $10 million.
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Recommendations with Associated Costs

1. Create 4 new lines of clothing for women, one for each season of the year.	$100 million
2. Build 2 new warehouses tailored to online shopping where customers
 can order and return items easily.  						$200 million
3. Add 100 additional Backstage stores inside existing Macy’s stores.		$  30 million
4. Add 200 additional Bluemercury stores inside existing Macy’s stores.	$  30 million
5. Invest in a new national advertising campaign to attract men into Macy’s
Stores. 									$150 million
6. Develop a new detailed strategy to replace the North Star Strategy
 currently posted on Macy’s website. 					$  15 million
7. Hire 50 new market researchers to more efficiently determine demand
 for products. 									$  10 million
8. Hire away 2 top executives from Gap. Inc. to focus on increasing product
 lines for male customers. 							$    9 million

Total cost: 										$544 million  
Statement: Macy’s is performing too poorly to become overly aggressive with raising capital.

Organizational Chart Analysis

1.  Macy’s, Inc. (M)

Chapter 7 presents 15 guidelines for developing an effective organizational chart, as follows:

	[bookmark: LinkManagerBM_TMPREF__ErrLst_IxAxu6fu]1. Instead of chairman of the board, make it chairperson of the board.
2. Make sure the board of directors reveals diversity in race, ethnicity, gender, and age.
3. Make sure the chair of the board is not also the CEO or president of the company.
4. Make sure the CEO of the firm does not also carry the title president.
5. Reserve the title president for the division heads of the firm.
6. Include a COO if divisions are large or geographically dispersed.
7. Make sure only presidents of divisions report to the COO.
8. Make sure functional executives such as CFO, CIO, CMO, CSO, R&D, CLO, CTO, and HRM report to the CEO, not the COO.
9. Make sure every executive has one boss, so lines in the chart should be drawn accordingly, assuring unity of command.
10. Make sure span of control is reasonable, probably no more than 10 persons reporting to any other person.
11. Make sure diversity in race, ethnicity, gender, and age is well represented among corporate executives.
12. Avoid a functional type structure for all but the smallest firms.
13. Decentralize, using some form of divisional structure, whenever possible.
14. Use an SBU type structure for large firms with more than 10 divisions.
15. Make sure executive titles match product names as best possible in division-by-product and SBU-designated firms.



Exhibit 1 provides Macy’s organizational structure. Currently 7 of the top 19 executives are female. Mr. Macy would likely take great pride in this; he hired the first women executive in U.S. retail history in the 1920s.
[bookmark: LinkManagerBM_EXH_qMX57sDk]
Exhibit 1 - Macy’s Top Executives and Organizational Chart When Gennette Took Over as CEO in mid-2017

1. Jeff Gennette President, CEO, Director
2. Timothy Baxter, Chief Merchandising Officer
3. Elisa D. Garcia, Chief Legal Officer and Secretary
4. Robert B. Harrison, Chief Omnichannel Operations Officer
5. Karen M. Hoguet, Chief Financial Officer
6. Jeffrey A. Kantor, Chief Stores and Human Resources Officer
7. Molly Langenstein, Chief Private Brands Officer
8. Richard A. Lennox, Chief Marketing Officer
9. Justin S. MacFarlane, Chief Strategy, Analytics and Innovation Officer
10. Patti H. Ongman, Chief Merchandise Planning Officer
11. Tony Spring, Chairman and CEO Bloomingdale’s
12. Felicia Williams, EVP, Controller and Enterprise Risk

1

             2     3    4    5    6    7    8    9    10    11    12
Author Comments on Organizational Chart Presented in the Case

CEO Jeff Gennette took over as CEO of Macy’s Inc. in March 2017 and then took over as Chairman of the Board in February 2018. During his short tenure at Macy’s, he has fired and hired top executives liberally. Let’s examine what Gennette has done during his first 18 months in office. Note the 12 new individuals in Exhibit 2 as compared to Exhibit 1; the twelve are in bold lettering.

Exhibit 2 - Macy’s Top Executives and Organizational Chart in Fall 2018

1. Jeff Gennette President, CEO, Director
2. Douglas Sesler, EVP, Real Estate
3. Naveen Krishna, Chief Technology Officer
4. Cheryl Heinonen, EVP, Corporate Communications
5. Justin MacFarlane, Chief Strategy, Analytics and Innovation Officer
6. Elisa D. Garcia, Chief Legal Officer
7. Rachel Shechtman, Brand Experience Officer, Founder of STORY
8. Jill Ramsey, Chief Product and Digital Revenue Officer
9. Paula Price, Chief Financial Officer (CFO)
10. Jeffrey A. Kantor, Chief Merchandising Officer
11. Richard A. Lennox, Chief Marketing Officer
12. Karen Hoguet, Strategic Advisor
13. Robert Harrison, Chief Operations Officer (COO)
14. Danielle Kirgan, Chief Human Resources Officer 
15. Tony Spring, Chairman and CEO Bloomingdale’s
16. Maria Beck, CEO, Co-Founder of Bluemercury, Inc.
17. Hal Lawson, President of Macy’s
18. John Harper, Chief Stores Officer
19. Barry Beck, Chief Operating Officer, Co-Founder of Bluemercury, Inc.

1

             2     3    4    5    6    7    8    9    10    11    12	13   14

15	16	17	18	19

Source: Based on information at https://www.macysinc.com/press-room/executive-management-team/default.aspx
(Note: #’s 15 through 19 report to 13; bold indicates newly hired in last 12 months)

	As indicated with bold print in Exhibit 2, 10 new executives have been hired at Macy’s in the last 12 to 18 months. The bottom line evidenced with the changes is that personality changes do matter in improving an organizational design and performance. Largely the changes made by Gennette have been personality (person) changes rather than position (title) changes. Note the inclusion of Bluemercury that is doing really well for the company. Some additional changes proposed by the authors are as follows:

1. Mr. Gennette should relinquish his position as Chairman.
2. Change Chairman to Chair or Chairperson.

















Perceptual Map Analysis
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Corporate Valuation Analysis
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EPS/EBIT Analysis (in millions)
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Projected Financial Statements
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Retained Earnings Table

As indicated in Chapter 8, the key link between a projected income statement and balance sheet is the annual transfer of a firm’s net income less dividends = retained earnings (RE) to the firm’s balance sheet equity section. In light of the importance of this transaction, a retained earnings table is often included in strategic plan documents. A retained earnings table for Macy’s Inc. is given below:

 [image: ]

Projected Financial Ratio Analysis

[image: ]

Epilogue

On August 15, 2018, Macy’s released their Q2 2018 financial report and the price of their common stock dropped about 15 percent on bad news. Comparable store sales on an owned basis declined, compared to the same quarter the prior year. Specifically, sales in Q2 2018 totaled $5.572 billion, a decrease of 1.1 percent from the prior year period. Macy’s, Inc. operating income for Q2 2018 totaled $303 million, or 5.4 percent of sales, compared to $282 million, or 5.0 percent of sales the prior year. For Q2, the company’s net income was $166 million, or 3.0 percent of sales, compared to $111 million the prior year period.
On the date mentioned, the company gave guidance for the full year saying they expect total sales to range from growing 0.0 to 0.7 percent. The press release did not give any information by segment, but the company operates about 690 department stores under the nameplates Macy’s and Bloomingdale’s, and more than 170 specialty stores that include Bloomingdale’s The Outlet, Bluemercury, Macy’s Backstage, and STORY. Macy’s, Inc. operates stores in 44 states, the District of Columbia, Guam and Puerto Rico, and online. 
1
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